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Introduction

Sweden took over the rotating presidency of the Council of the European Union at the beginning
of this month. The expectations are high from the Swedish government, agpatfter the Czech
presidency was nearly unanimously characterized as incoherent. In its turn, the Swedish
government upped the ante by choosing the slogiaking on the challengeand announcing an
ambitious agenda. This document is part of a seriesutpn which the Romanian Center for
9dzNR LISy t2f AOASA lylFfeasSa GKS 9! Qa AYYSRALF G
Romanian government.

Sweden is well suited for the ambitious plan it has set for itself. It is a rich state, with an almost
impeccable track record of implementing community legislation, a sufficiently small state to not
be suspected of taking over the Union for narrow national purposes, but large enough to build
alliances and pursue bold goals. Despiteninglate and with muchreserveinto the Union the
Swedes seem to have renounced skepticism, being now at the top of nations who prefer greater
community involvement in key aregfavor Eastern enlargement and Turkey's accession (Sweden
is one of the four state¥ N2 Y (i KUSL5 thnbearswhede there ia popular majority dr
including Turkey in the EU).

LG O02YSa la y2 &dz2NLINARASY G(GKSys GKFG GKS { 6¢
priorities, requiring serious efforts to harmonize national interests. We will reviewethes
priorities, adding comments on their importance for Romania.

V The economic crisis and unemploymemteating the transnational financial sector
monitoring mechanism, revision of the Lisbon agenda;

V TheEasternPartnership and enlargement.

V Climate changand a common European position for the Copenhagen conference, which
will take place in autumn;

V The common migration and asylum pa&(Stockholm Programe);

V The strategy for the Baltic Sea

This presidency took off, however, with an institutional fai. Before the European Council on
18-19 June, the Swedish government attempted to persuade heads of governments to formally
nominate Manuel Barroso for a new mandate as head of the Commission (for a detailed
description of the options available to the @wil and the institutional implications, refer to the
previous CRPE reppirRomania at the 189 June European Council’, s@gw.crpe.rg.



http://www.crpe.ro/
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The President of European Commission Jose Manuel Barroso and the SwedesMPrister
FredrikReinfeldt at the launch of the Swedish Presidef@yuropean Communities, 2009)

Before the Council, the Swedish Prifdénister Fredrik Reinfeldt declared thatSweden will do

its part, but we also need a partner in the Commissiorsgient and he will be stronger with a
new mandate than without". In brief, the Swedes would have preferred an already installed
president, who could commit to loragrm decisions. They did not obtain that and there are
chances the official investiture wiixtend long in the term of the Swedish presidency. Barroso
received only the political support of the Council, with intense negotiations with leaders of
Parliament groups to follow. Should a géarroso parliamentary majority be achieved, a formal
nomination and voting in Parliament wille completed Nevertheless, recent statementsy the
Swedish head of government show that discussions with the groups in the European Parliament
have not yielded the expected results and that a decision will not be madelyn despite what
official conclusions of the European Council implied.




The Priorities of Sweden and the Voice of Romania in the Next Six Months

Eastern Partnership and Enlargement
We need a strategic decision on Republic of Moldova

Starting wth May 2009, EU has a new polfoy its Eastern neighbors: Eastern Partnership (EaP).
It started as a Polish initiative joined by Sweden @&naimsto strengthen EU relation with six
countries: Armenia, Azerbaijan, Belarus, Georgia, Moldova and Ukjthi@envolvement with
Belarus depends on progress registered by this country). Nevertheless, detspitgiick
adoption, EaP is perceived with concerns and mistrust.

Status quo

EaP reconfirms some EU members™ tendendyring in the foreground the regits in their own

area of interest. After the Mediterranean Union, intensively promoted by France during its
presidency, EaP complicates even further the dynamic of relations between EU and its
neighbors. As it was to expect, Sweden placed its own initiativeng the priorities for next six
months, announcing that it will pay attention to EaP implementatiorside the European
Neighborhood Policy

EaP comes over an already complicated relation between EU and its Eastern neighbors:
negotiations regarding Tkey accession, the debate on a new [EURussia agreement,
Neighborhood Policy and Black Sea Synergy. The latter is very close to EaP as inclusion level and
purpose and was launched in 2007, when EU borders reached the Black Sea.

What brings new theEasern Partneship?

It was necessary under these circumstanfasthe Eastern Partnershipo differentiate itself

from other policies in the region antb create new cooperation opportunities. Its flexibility is
EaP’s first and probably most important adwage. European Council statement about EaP
mentions its basic principles: the conditionality, the differentiation among countries and the
joint ownership EaP offers in addition the possibility for developing bilateral relations between
EU and partnersacelerating the promise of Association Agreement for those states which
demonstrate the necessary progress, this being in fact the most important incentive attached to
the program.

Second, unlike Black Sea Synergy and (especially) Neighborhood Poliesn Bastnership is
aiming a more coherent and homogenous group of countries and one could hope its
implementation will be more efficient.




Another significant difference from Black Sea Synergy isEa&®opens the way for highevel
communication by cledy stipulating the ministerial summits between EU atsdpartners. The

intention is to maintain some channels of communication between these countries through
meetings that will take place on@ everytwo years. The Eastern Partnership is better finahce
(although not much and thereford/. VoroniMQ & G I 4§ SYSy & { Kbofibondté jts (i K NE
91 a4 SNy LI NdapliShegtiéad objecyivBs forpolitical association and economic
integration.

Problems

As expected, two months after its launch, Easteantfiership is confronting severe critics. One

of the major problems since the beginning was its labeling as an initiative destined to move the
partner states away from Russian influence. Russia immediately perceived the new platform as a
threat to its ownpolicy in the region and manifested its reticence.

The second challenge comes from inside the EU. By their attempt to develop viable programs in
the Eastern vicinity and to “specialize’ the Neighborhood Policy, EaP complicates even further
the scene alredy crowded by EU projects/initiatives/programs in the region. EaP couldrsenk
Black Sea Synergy, which produced questionable results in the last two years, although the
Synergy is larger as purpose and inclusion. Even though the officiahaeseenthe EaP and

the Synergy as complimentary projects, for most analysts they are ratloempetition

The third problem is related to a global facipthe global economic crisis which affects all EU
members. EaP has an important assistance component frstk partnersGiventhe current
economic climate, the support inside EU fa@t another program of external assistance will be
low. In addition,EaPhas specific provisions on economic integratiomee tradeand mobility
between partners and EU. Theskjectives areat odds with the protectionist mooddopted by
many EU members in the current crises.

The Swedish presidency

The next six months will be extremely important for the future of Eastern Partnership. One of
the priorities is clarifying the linbetween EaP and the Black Sea SynérggBlack Sea Synergy
could remain as a platform tput the Black Seas a region on the EU" agenda &saP could
take over the management of bilateral relations between EU and partner states.

Sweden, on the other lmad, has the difficult role to develop EaP profile inside Hig.mistakes
made with theBlack Sea Synergy should be avoidetle European Commission had a limited
contribution although it was supposed to be a main playemmplementing this policyln oder
for EaP to accomplish at least partially its objecti&&S,snvolvement should be increased.




The opportunity to' Europearize our relationship with Moldova

Romania is obviously directly interested in EaP success. Unfortunately, the governmeat has n
been an active dor in designing this progranNevertheless, it should take advantage of this
initiative to make the issue of its diftitt relationship with Moldova &uropean one. Romania
should deal with Chisinatbm the position of a EU member seand not as a marginal state having an
identity/national issue with an equally marginal neighbor. Unhfoately, the start was not that
proficient. After Aprilriots and the diplomatic crisethat followed, Romania has been accused by
Chisinau governmerdf involvement in the locadvents

| 26 SOSNI w2YlF YAl Qa Ay@2f gSYSyili Ay a2t R20l Aa
Romania is a minor donor of officidevelopmentassistance (ODA) in Moldova. For example,
Romania donates 800.000 Euro to Moldosanually (2007 figure)and not through its own
projects, but cefinancing UNPI3 iniatives By comparison, Sweden is one of the biggest donors

in Moldova (around 10 million Euscannually) with the Swedish Agency for International
Development being an iportant and prestigious actor in Chisinau.

W2YlFYyAlFIQa OGNIRAGAZ2YEFE LINRPINI YA Ay az2f R20F ON
Abroad, the Education Ministry and the Romanian Cultural Institute) are focused on cultural
projects and have limited impact anyway (most of the funds are directéd scholarships).
5SaLAGS (GKS ySNI2dza NBFOGAZ2Y 2F [/ KAaAyisdz 32
blockedsomewhere between resignation and indifference. The traditional programs are limited

to grantingscholarships anéditing cultural magazines (somewhat useful but not a proper tool

to make a colorful revolution, as Chisinau implies), while the ODA indicators situate Romania
behinddonors such as Switzerland and Japan and far behind Swedan.idasmedate reaction

after the expelling of its ambassador @hisinauRomaniamaintained areserved attitude by

not respondng thesame way to Chisinasiactions.

Nevertheless, wdive the paradoxthat some EU actors see the diplomatic conflict between
Buchaest and Chisinau as an odd dispute between two equally immature countfsis not
the predominant state of mind in Brussels buis spreadenoughto create concerns. Romanian
government should start a diplomatic offensive to persuade European parthat:

V Romaniadoes not haveto prove its innocenceoncerningthe eventsin April but instead
a2zt R20I Qa 32 @SNY Y Sy (sfoatkelzfafonsiiiBde.Sy & SOA RSy C
V The matter of direct reunification with Moldova is closed for Romania amgvay itis not
related to the eventsin Chisinau Even though the demonstrators used Romanian flags
(which as in many s&s in Europe are a signRbmanian ethnicity not necessarily an official
object of the Rmanian state), itdoes not mean they are paid or ingated by Romanian
authorities. As the coordinator of this report may directly testify, the demonstrators also
used EU flags and the Moldavian government did not accuse EU so far for provoking or
endorsing these events.




V Romania acted cautiously during thiplomatic crises provoked by Chisinau and it will
consult its European partners on any future bilateral measures. Instead,European
partnersshould understand this issue is sensitive for the Romanian public and should involve
Romania as an active pkyin the relationship with Moldova.

Itis necessary though2 KI @S | Of SI NJ LI2AAGAZ2Y (G246 NRa a2
events, Romania had the following strategy: we advocate a future EU enlargement which
includes Moldova regardless tie political situationin Chisinau. The Foreign Affairs Ministry
succeeded in 2008 to insert in the official conclusion of the General Affairs Council the fact that
EUMoldova agreements could conduct to an integration prospect if certain reforms are done.

But this policy was not updated after the April events. A decision was not made at the highest
political level in Bucharest and the Foreign Affair Ministry oscillates between continuing the
traditional line or ignoring Moldova. A political decision must beade is Romania still the
advocate of future EU integration of Moldova? Can we still do this with a state which expelled
2dzNJ | YOl a&al R2NK ! NB ¢S atAtt ONBRAOGES | a az2f
enforce strict demoratic conditioralities for the Moldowan regime?Sweden is one of the
countries favoring future enlargement and we could have the surprisespeedyintegration of

Croatia. We need to know exactly what we want from Moldova when it comes to enlargement.

If we will change outraditional policy we must be aware that we are on thin ice. The effect of

last election was that Moldova slippexhce again on Russgtrajectory. The assistance given by

EU to Moldova (of approximately 50 million euro annualyjmportant for this cantry butit is

clearly not vital foiits regime’s survival. Voronin has just borrowed 500 millilBDfrom Russia

dzy RSNJ dzy Of SIF NJ O2yRAGAZ2yas gKAOK aSSya G2 oS
scheduled for July 29. Immediately after thisatien, Romania, as an EU member, should have
prepared a new approadhor its relationship with Moldova, a credible and easy to “sell” policy to

our European partners.

Important meetings:

e LYFT2NNIET aSSiAy3a 2F C2NBAIY and4bASepcdnNgt o6 WD
20009.

e European Development Days, StockholmgZ2® October. Ministerdor international
development cooperation etc. to participate




Climate change and emissions cuts
We could hardly reach the current targets. Do we want new ones?

The Koto protocol, the current regulatory framework for greenhouse gas emissions, sets targets
that should be reached by 2012. An international conference for the-ldgsto period will be
organized in December PO in Copenhagen. The EU has already set tarft its own post
Kyoto cuts whiclpartiallydepend on the commitments of other major polluters (China, USA).

Sweden is one of the European states whemginmentalism constitutes political mainstream
and we will most likely see a Swedish governmeenyvactive in harmonizing the European
positions until Copenhagen and in pushing on the EU agenda new methods to reduce
greenhouse gas emissions.

The Romanian energy sector faces the same major challenges as any EU country: declining
domestic energy resouaes,problematicalenergy security as the country relies more on imports,

and facing the necessity toneet emission targets under international agreements (Kyoto and

9! Qa206 AN PAAA2YE0DP ¢2 adzZaldlAy SO02y2YAOd@BaNR i K
its energy intensity(the second highest in Europe, after Bulgaria), and at the same time increase
the share of renewable resourcesergy The challenges would be even greater and more costly

to the Romanian energy sector if the new Swedish Presiéollows through its strong stance
against climate change.

So far, there are two measures that the Swedish presidency is likely to pursue: the introduction

of a CO2 tax (already publicly stated), and the adoption of a binding target on reducing energy
waaiS o0& d fSHad wm: 0@ HAaHwn oOadNRBRy3IfeE LldzaK
GHAOH N GAaA2YyEé O2y il Aya OoAYRAYy3I FANBSYSylha 2y
increase the share of renewable energy by 20%, but the 20% increaseiigy efficiency is a
non-binding recommendation.

Status quo:

Romania plans to reduce gas emissions (to meet EU targets) and increase efficiency in two ways:
- improve energy intensity by an average of 3.7% per year until 2020
- modernize existing coal/ligie power plants to improve efficiency and reduemissions.

These two measures alone are not sufficient to achieve the 20% of emission reduction by 2020.
They would have to be complemented by policies that change consumption behavior, in both
residential consumption (inefficient buildings) and industrifive productive sectors of the
economy consume over 80% of the total energy consumption: metallurgy 33%, chemicals 24%,

! Measuring units of energy (tons of oil equivalent, toe) per @,BUR of GDP.
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construction materials 12%, food processing 9% and fabrication 6%; targeted meaaueea h
good potential to increase energy efficiency (World Bank).

In two years (2002005) Romania managed to obtain an 11% reduction in energy intensity
(from 0.36 to 0.32 toe per thousand Euro of GDP), but furitgtings will be possible only

under aggessive measures to achieve energy efficiency. The fast reduction in recent years was
due also to a restructuring of the productive sectors in the economy. A reduction in energy
intensity would be possible, according to a World Bank study, if the produofiouclear energy

is quadrupled (through the new investments in Units 3 arat 4 SNy | @2 RN layhénz LJ2 a
nuclearplant in Transylvanipand renewable energy increases by 50% by 2020 (which could be
stimulated also by the trading of Green Certificidtes OPCOM, the market for these certificates
developing fast in recent yeagssee the Figure

Evolution of the Green Certificates market on
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Investments in the energy production sector, much needed to reduce energy consumption and
gas emissions, have been seriously affected by the crisis and by uncertainties regarding the
power sector restructuringThere was adiscussionin 20072008 to create a giant holding
company, which would have scared off potential investments in new generation capacities.
Currently, the new government intends to create two integrated companies. A serious risk in
creating such integratedompanies (whether one or two) is that significant funding might be

2 Green Certificates document 1 MWh electricity from renewable sources. The regulator (ANRE) requires each electricity supplier

to purchase a certain quantity of electricity from renewables. The producers of electricity from renewable seasies green

certificates for the electricity they sell to the network; these certificates are then traded and the electricity supplgrswmn a

ydzYo SNJ 2F INBSYy OSNIAFAOIGSE (G2 YSSG ! bw9Qa NBIjdzANBR ljdzk yia
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wasted on rehabilitating costly plants which would have to be closed (Turceni, Rovinari) instead
of investing in renewable energy (Hidroelectrica, Tarnita project).

Swedish presidency:

It is uncertain whether Sweden will succeed in implementing a CO2 tax across thesd; thdf

tax will most likely follow the model that Sweden applies at home, meaning a tax on fuels; the
Swedish argument for the introduction of such tax is that the ES &fstem does not cover
around 60% of CO2 emissions and additional measures are needed. If the Swedish model is
applied throughout the EU, the introduction of a new CO2 tax would prove costly to the
Romanian economy, but could also increase the effici@idie enggy-intensive companies in

the five above mentionedectors. In the energy sector itself, Turceni and Rovinari already have
units that should be closed if not rehabilitated in the nex8 Years; if their rehabilitation does

not seem worthwhileat the moment, the introduction of a CO2 tax might accelerate the closure.
From a pessimistic viewpoint, a CO2 tax could lead to bad govemanaecreasing the costs, it

could create incentives to speed up the creation of the two integrated companiesoss
subsidize the inefficiencies in coalllignjtantsé LJX dz& / hu GFE0 A GK | A RNER

The introduction of a binding target of 20% for energy efficiency improvement could also speed
up the restructuring of the 5 energy intensive indudtrisectors and the program for
rehabilitation (coating) of residential buildings.slichmeasure igut on the tableby the new
Presidency, however, the EU members would probably have the opportunity to negotiate some
GadAaola FyR O NNRigna sintilar fodit@ KEU IEBS fdr ga¥ Snidskiong: this
opportunity should not be missed by Romania, which already has to reduce energy intensity
substantially in order to slash greenhouse gas emissions by 20%.

Romania could also make its voice heard in the BE¢fgy and climate change debate by arguing

that energy consumption (and, implicitly, gas emissions and energy efficiency) could be
optimized by regional electricity trading. As Western regional electricity exchanges prove,
regionalmarkets can optimize caumption and reduce inefficiencies in electricity production,
reducing at the same time the gas emissions. This happens because countries in a region have
different consumption profiles. On a national market there are large consumption variations
between peaks and lows and, since energy cannot be stored, the only way to adapt to the
consumption curve is to start and stop (with huge financial and environmental costs) energy
generators at the margin. If there is a regional market, however, the peaks in cptisanin

® Emissions Trading Scheme, a market mechanism used in the EU to reduce CO2 emissions. Companies which
produce CO2 obtain the right from national governments to emit a certain quantity of CO2, according to a National
Allocation Plan. If they emit less, thegn sell the rest of CO2 up to the allocated ceiling to other companies which
have polluted in excess to their limit; thus, all companies have incentives to minimize emissions. EU ETS allows the
trade among companies across the EU. Currently, governnadintsate for free the rights to companies to emit CO2

up to the ceiling; probably from 2013 the allocation will be charged.
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one country could correspond to lows in another country, the total consumption varies less and
the costs related to matching production with consumption decrease. Even though few
Romanians know, Bucharest has become an important regional playee ®yPCOM exchange,

which has recently signed an agreement with Hungary, and we head towards a common energy
YN]SO Ay (GKS (g2 O2dzy iNASaAT AG asSSvya GKFG !
platform.

The European Pact for Migration and Asylum
Not our problem yet. But it will be

The French Presidency has succeeded at the European Council of September 25, 2008 to
YySIA2G0ALFGS + a9dzNRLISEFY tFOG 2y LYYAINI GA2Z2Y |y
will materialize through a seried ooncrete directives. The original form proposed by the French
government has been amended to accommodate the views of countries like Spain, Germany or
Sweden according to which taking too harsh amtmigration measures would strengthen the
AYLEF3S (2N8 43T ONENR LISE @ ¢ KS 23420 60SKAYR NBIdzA | (
given the freedom of movement within the EU, immigration poti€pne country hagffects on

other states The Pact especially aims at common measures to control illegalgration,
AUNBY3IGKSYAYy3a (GKS 9!' Qa SEIGSNYILE 02NRSNAZ O2Y
included some concrete standards that were considered too harsh by other states, so the
decision was to have such standard conceived until 2012 thigh details remaining to be
negotiated).

Sweden has therefore the task of negotiating the set of directives proposed by the Commission
which will put the Pact into practice. This-salled Stockholm Programe is scheduled to be
adopted by the Heads of Gesnment at the European Council this year in December after
O2yadzZ Gl GA2ya 6AGK GKS t-laikd have ¥riojzédahe suBstasce df D h Q
the Pk OG0 FTYyR GKS /2YYAaairzyQa LINR2SOGa |a o0SAy
particular by the idea of creating a database at a European level with the details of asylum
seekers and other types of migrants. Romania should pay attention to this provision given the
experience of the scandal created in early 2009 about the transposition inRthrmanian
legislation of Data Retention Directive (nicknamed iB& Brother Directivein the Bucharest
media). The public and the press in Romania seem to be sensitive to any form of informational
control over population. Another provision with potentiahpact on Romania is the decision to
strengthen the agency that manages the external border FRONBRGOmania has theecond
longest external land border &U, cooperation within FRONTEX is of particular importance to
us.In general the Bucharest govenent should pay more attention to the package of directives
on migration. Even though currently there are few asylum seekers that arrive in Romania, their
number will increase in the mediuterm, sociological assessments saying that in 10 years time

13




CAPE 4t

Romana will have to deal with the problems now faced by more developed countries placed at
the EU external border, such as Greece. The strategic plan of the Home Affairs Mimig2098

- 2012 takes into consideration this risk but this assessment shoultbllmved by concrete
measures. Also, in view of accession to the Schengen area, we should pay attention to common
standards concerning asylum seekergiven its geographical position, Romania will become a
country of entry into the Union for migrants frothe Far East.

Another policy, without a formal link with the Pact fasylum andmmigration, is the one about
attracting highly skilled migrants to fill the needs of the EU labor market. This is equivalent to the
more familiar American Green Card, ther&pean label being Blue Card. Romania is not in a
position to be a major beneficiary of this program given the difference in wages compared to
Western EU states. Together with other countries in Eastern Europe the Romanian government
has insisted on thennciple of community preference: Romanian workers (and European) with
the necessary skills should be preferred over those from outside the EU.

Otherwise, Romania is in the strange situation of participating in discussions on the rights of
external asylumseekers while there is still the unsolved problem of the restrictions some
member states still apply to the Romanian workessgMap).

Romania andhe restrictions on the EU labour markdthe states in red still maintain some restrictions for
Romania workers.The numbers on the map represehetyears when these restrictions are expected to be
lifted.

SourceCRPEreationbased orBlank_map_of Europe, Wikimedia Commons
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Sweden is one of the states that lifted the restrictions for Romanians immégiaier
accession. It is an auspicious moment for the Romanian government to lobby the governments
that still maintain these restrictions. The Romanian argument could be that the labor market
should be open for all EU citizens before entering into sopaittd matters as the ones covered

by the Stockholm Programe.

Regulating the financial sector at the European level
Active observer, but not combatant

On the background of the economic and financial crisis, the issue of financial regulation within
the EU has become a hot topic of debate in the past few months. The first half of the year saw
the launch of three documents which frame the debate on the issue:

The first two, the Turner report and the Larosiere report defined the coordinates of the two
major currents of thought present at European level, Ar§kxon and continental. The third, the
communication of the European Commission of May 27 sought to integrate the two visions and
offered a basis for the debates within the European Council e128ure 2009. The two reports
identify, in essence, the same problems which must be addressed, the difference being the
entity placed in charge of supervising:

V The Turner Report supports the maintaining of regulatory attributions at the national level,
proposirg however a sustained cooperation and coordination effort among Member States.

V The Larosiere reporproposesa supranational regulatory body at EU level, which albeit
leaving the current supervisory activity at national level, would assume an executere ro
with regards to transational financial institutions.

V European Commission Communication of May 27

The document reiterates part of the recommendations made by the Larosiere report regarding
the two bodies, while adding certain concrete policy solutiofilsus, the European Council for
Systemic Risks is named as the body which will be issuing recommendations, without executive
attributions. The European System for Financial Supervision, on the other hand, will have will
have important executive powerssaecommended by the Larosiere report.

The Outcome of the European Council

Members States ended the montieng debates on the reform of the financial supervision
architecture at the European level. Despite diverging opinions, neither the British Prime
Minister, nor the French President seemed willing to risk the success of the meeting. The
European Coundllowedthe general directions set in the Larosiere report, by creating the two

entities at European level: the European Committee for Systemis &igkthe European System
15




for Financial Supervisioscheduledto be fully functional by 2010. At the same time however,
the compromise includedomelimitations in the attributions of these entities, in the sense that
their decisions must not impingeupenS Yo SNJ { G 1 SaQ O2YLISGSyO0Sa A\

A relevant element is that Member States have agreed for the future European Financial
Supervision System wupervise the rating agenciestive at the community level and to have a
say regarding thpaymens of managersvithin the financial system.

Conclusions

It is interesting to note the statement of Jacques de Larosiere, following the European Council,
according to whom thdinal compromise does not represent a Frendd SNXY I y & LJ 2 (0 ¢
Great Britain.In fact, through the compromise achievekkey disputes were postponed until
autumn when the formal presentation of legislation proposals is expected. Hence, the priority
set by the Swedish government which aims to give a concrete form to political dectaiken in
Wdzy S LG A& G2 068 SELISOGSR GKIGZ dzy RSNJ LINB& &
norms stipulated in the European directive project with regard to the functioning of hedge
funds. At present, there are heated discussions in dam Paris and Berlin on the European
directive which sets severe limitations to the activity of speculative risk funds and private
investment funds (the majority of which are present in London City), with two clear camps
emerging. In this context, Romanmaust be ready to accommodate multiple scenarios with a
view, in each case, of balancing the Romanian offer with support for our interests. Given the
sensitivity of the subject at the level of high European offices, it is risky from the point of view of
longterm national interests, for Romania to try to intervene or become an arbiter should the
situation of a decisive vote on the issue arise.

On the other hand, the European Council has not taken up an important proposal contained in
the Larosiere report that no state can be forced into granting financial stimulus packages. This
signals, practically, that effective power remains at the national level. For Romania, this is an
important aspect, because through the voice of President Traian Basescu, Butlzreguated

itself among the countries which manifest skepticism towards supranational regulation. As after
the European Council there have been no other stances taken on the subject, we can conclude
that the compromise solutions obtained by Great Briteeassure even the reserve manifested

in Bucharest.

In the absence of a treaty modification (Alisbon), the reform process must be agreed upon at
the level of all states, on the basis of unanimous decisions. The Larosiere report also mentions
the possibility of states to opt out, specifically to prevent reluctant members, such the UK, to
block the debate.
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In the period to follow, Romania must closely watch European developments, including future
legislative initiatives of the Commission (which dlpresented in September) in order to take a
stance at future European consultations on the subject.

This is necessary for a realistic positioning and to articulate its own interests by creating
coalitions of several Member States around the draftsame supporting i.e. for the degree of
supranational supervision not to become a direct threat to the independence of national fiscal
policy. It is certain that several states in the Eastern European Union (where taxes are generally
lower than in the Westwill oppose any tendency for fiscal control at European Uhievel.

The Lisbon Strategy
Disappointingesults, gets aew lease of life

Launched in March 2000 by the EU heads of state and government, the Lisbon strategy was
conceived to make Eurdp a0 KS Y2aid 02 YLIS(A G AERd decoadtny RE Y I Y
0KS 62NI R 0@ Hn#emirdview of BsSnipler@eyftation lald Aldwn in the 2004

Kok report, the Lisbon Strategy waslaginched in March 2005 refocusing on the twin objective

2F @GEKNBI YR 220 ONBI A2y ¢-14 Maich 2008 $ie gribdtek §6rahe/ 2 dzy
last three yearcycle (2008010) were endorsed, but it becomes clear by now that the
(over)ambitious vision of 2000 is impossible to come true in the short term.

The wirrent economic and financial crisis makes the goals of the Lisbon Strategy even more
difficult to be achieved. Given the serious downturn in their revenues, both public and private
actors need to carefully reconsider their investment strategies, espgcihtise related to
research and development. This is the reason why the European Councitl@ D&cember

2008 called upon national governments to increase their efforts to implement the structural
reforms envisaged in the Lisbon Strategy. These refoimosld be oriented towards increased
funding for investment and infrastructure, improving the competitiveness of enterprises, greater
support for SMEs, and the promotion of employment, innovation, research and development, as
well as education and training/oreover, the Council adopted a European Economic Recovery
Plan providing for an increase in intervention by the European Investment Bank of EUR 30 billion
in 2009/2010, especially for small and medisimed enterprises, for renewabtnergy and for

clean transport. It also created the 2020 European Fund for Energy, Climate Change and
Infrastructure ("Marguerite Fund") in partnership with national institutional investors. Finally, it
called for the launching of a European plan for innovation, combined thghdevelopment of

the European Research Area and with reflection on the future of the Lisbon Strategy beyond
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2010, encompassing all the conditions for sustainable development and the main technologies of
the future (inter alia energy, information techragly, hanotechnologies, space technology).

In January 2009 the Commission adopted a proposal for the update of the integrated guidelines
needed for the implementation of the Lisbon Strategy at national and community level. This
document included the evalumin of the implementation of the Lisbon Strategy and specific
country recommendations. The implementation instrument of the Lisbon Strategy at national
level is the sacalled National Reform Program (NRP) and each member state has to submit every
year a reort concerning the implementation. Romania sent two of these reports in October
2007 and October 2008.

The recommendations made to Romania in January 2009 by the Commission remained almost
the same as the ones made in 2007. These concern the rapid implatiesn of the structural

reforms set in the Lisbon Strategy in order to ensure economic competitiveness based on high
productivity, innovation and knowledge. The Commission considered that in the current
economic and social context the reforms envisagbdusd be a priority, especially because
W2YF YAl Qa AYLI SYSydalrdAazy 2F GKS bwt ¢l & NI GK:

The Department for European Affairs (DAE), the governmental structure that coordinates the
implementation of the communitpacquis drafted a Plan for aditional actions resulting from the
analysis of the country report. The main measures Romania needs to take in 2009 are focused
on several areas of the National Reform Program (NRP): administrative capacity at the local and
central level, fiscal and budg@ey policy, business environment, education and decreasing
unemployment. Other actions need to be taken in relation with public finances, R&D
performance, infrastructure, IT&C and energy efficiency.

In what concerns the future of the Lisbon strategy e @S NY YSy 1 Qa LR aAldAz2y |
better synchronized with other European policies such as the Cohesion policy, the Social Agenda
and the Energy and Climate Change package. The Romanian government would also prefer the
unification of the Commissidda Y2y AUG2NAYy 3 YSOKIYAayY dzy RSNJ
definitions of the evaluation criteria and having means of enforcement.

Important meetings

e Informal ECOFIN meeting, Goteborghl h O 206 SN D2 @GSNy 2N&E 2F
Central Banks will adsattend.
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The Strategy for the Baltic Sea
Pay attention, the Danube follows

An easier to meet objective of the Swedish Presidency is adopting a strategy for the Baltic Sea. It
is afirst becausat deals witha region that includes a majority of miber states but also extra
community neighbors (eight of the nine countries that border the sea are EU members). It is a
clear precedent for the Danube Strategy, an objective assumed by Romania for the following
period.

The June 2009 European Council askedCommission to draw up a strategy for the Baltic Sea.
Most likely, the document will advocate for common standards and mutual control in what
concerns marine pollution, fisheries, tourism development, freedom of movement at sea. The
European Council td S KSt R AY hO0O206SNJ wnnd Attt YIS
communication. The Strategy for the Danube will be subsequently presented by the Commission
by the end of 2010. Because it is especially interested in the developméeiglit transporton

the Danube, Romania should observe closely the development of the strategy for the Baltic Sea
(which enjoys the support of rich EU countries, Sweden among them), in order to ask together
with other Danubian states for a similar pace of work and intetie® mechanisms.
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