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Press Background note Ninth EU-Russia Summit Moscow, 29 May 2002

On 29 May in Moscow, the President of the European Commission, Romano Prodi, together with the President-in-office of the European Council, Spanish Prime Minister José María Aznar, will meet the President of the Russian Federation, Vladimir Putin. On the EU side, Commission Vice-President Loyola de Palacio, Commissioners for External Relations, Chris Patten, and for Trade, Pascal Lamy, together with the EU High Representative for CFSP, Javier Solana, and the Spanish Foreign Minister and President-in-office of the Council, Josep Piqué will also participate. The Moscow Summit is expected to take EU-Russia relations a step forward against the background of the new strategic framework defined by Russia's post-Cold War agreements with the US and NATO, that will contribute to firmly anchoring Russia with the West. It is expected that the Summit will agree on a joint Summit statement and separate statements on ESDP and the Middle East. In addition, the Summit will endorse progress reports on the Energy Dialogue and the Common European Economic Space, and will welcome agreement on the long-pending mechanism to speed up dispute-settlement procedures within the PCA. 

Items to be discussed will include: 

· Latest developments in Russia and the EU (including Chechnya and media freedom in Russia) 

· Political dialogue and cooperation on ESDP (conflict prevention, crisis management and conflict resolution) (joint statement to be issued) 

· Justice and Home Affairs co-operation against terrorism, organised crime and illegal immigration (building on progress made at the 15+1 EU-Russia Justice and Home Affairs Ministerial meeting on 25 April) 

· Kaliningrad (following the Special Co-operation Committee on 15 May in Kaliningrad, which discussed visa and transit issues (including border and customs co-operation), economic development and common regional challenges such as crime, environment and health) 

· Common European Economic Space (endorsement of a very positive progress report from the High Level Group set up to follow up this long-term initiative) 

· Trade and investment issues, including WTO accession (agreement on a mechanism to speed up dispute settlement under the Partnership and Co-operation Agreement: need to urgently open discussions on Russian market opening in financial services and royalty payments charged to EU airlines) 

· Energy Dialogue (joint statement to be issued; second progress report) 

· Environment and nuclear safety 

· Cooperation in science, technology and space 

· Regional issues (need to solve the Transdniestria conflict which has a negative impact on economic development in Moldova, need to implement all agreements on the Western Balkans, co-operation in Afghanistan and the way out of the protracted crisis in the Middle East, an issue on which a joint statement will be issued) 

Format of the Summit 

Prior to the Summit, President Prodi will open the new building of the EC Delegation in Moscow at 9:15 hrs; this ceremony will be attended by Deputy Prime Minister Viktor Khristenko, Deputy Chairman of the State Duma Vladimir Petrovich Lukin and Deputy Mayor of Moscow Vladimir Iosifovich Resin. President Prodi, Prime Minister Aznar, HR Solana and President Putin will then hold a first restricted meeting (11:50-12:00) followed by the plenary Summit meeting at the Kremlin (12:0014:00), which will be continued with an official lunch (14:00-15:30). A joint Press Conference at the Kremlin with President Putin, Prime Minister Aznar and President Prodi will mark the end of the Summit (15:30). President Prodi, Prime Minister Aznar and HR Solana will subsequently hold an EU press conference in the Hotel National (17:00). (contact: Silvia Kofler phone : +7 956 36 00) 

The Summit will be preceded on the previous day by a Conference entitled "Shaping Russian-European Integration in the 21st Century", organised by the European Business Club, the Spanish Presidency and the EC Delegation. The Conference will be opened by Vice-President de Palacio. Commissioners Patten and Lamy will also speak. Spanish Vice Prime Minister and Minister of Economics Rodrigo Rato and Russian Deputy Prime Ministers Victor Khristenko and Alexei Kudrin will also address the audience. President Prodi will speak at the closing dinner. 

Background information on EU-Russia relations: 

The Moscow Summit comes following three consecutive years of economic growth in Russia. The country is increasingly being perceived internationally as a reliable energy supplier which meets its debt payments according to schedule. The EU shares President Putin's belief that the key to bringing Russia economically back on track is to successfully complete the ongoing substantial domestic reforms. This will allow Russia to take full advantage of WTO membership, as well as of EU enlargement, which must be perceived as an opportunity for Russia since it will bring prosperity closer to its border. Completion of the reform process would also open the door to much needed foreign investment and know how, still deterred mostly by corruption and inefficient bureaucracy. Under President Putin's leadership Russia has made extraordinary progress towards a law-based system but as the President himself admits, there is a long way to go, notably since it is easier passing laws than implementing them. 

Political and Security dialogue: The dialogue with Russia is more frequent than with any other 3rd party. At the October 2001 Summit it was agreed to hold monthly meetings between the COPS(1) Troika and the Russian Ambassador in Brussels, focusing on crisis management and conflict resolution. The Moscow Summit will deepen the dialogue further through a number of initiatives to be included in a jointstatement, notably in the areas of crisis management, conflict prevention (including mine the clearance, air transport and possible modalities for Russian participation in the EU Police Mission in Bosnia). 

EU-Russia trade: 35% of Russia's current exports are destined for the EU market; this will increase to around 50% after EU enlargement. Russia is already the EU's sixth largest export market. However, Russia's manufacturing and trade structures are unbalanced. In 2000, EU-Russia total bilateral trade (imports+exports) amounted to euro 65 billion, with an EU trade deficit of €25 billion. Energy and fuels accounted for over 60% Russian exports to the EU. After a trough in 1998/9 and a slight increase in 2000, EU exports to Russia in 2001 climbed back to levels approaching 1997 - around €24 billion. EU-Russia trade in services is still rather limited in value terms: around euro 4 billion in 2000 in total, less than 1.5% total EU trade in services (for detailed figures see annex). 

Trade issues including WTO accession: The agreement on the long-pending mechanism to speed up dispute settlement procedures within the Partnership Cooperation Agreement (PCA) will allow to avoid polluting the overall relationship with trade irritants that will, from now on, tackled in a more objective, efficient and non-politicised manner. The EU seeks full implementation of PCA provisions, including Annexes 6 and 7 on Russian market opening in financial services, on which urgent discussions are necessary, as well as an end to the discriminatory royalty payments charged to EU airlines. The EU supports Russia's WTO membership, on economically viable terms and building on trade concessions made within the PCA, which Russia is reluctant to multilateralise (e.g. financial services). EU has delivered on the promise made last October to accelerate WTO negotiations. Russia received the complete list of Community requests in December. The EU is now contributing to drafting of working party report on Russia's accession. New Russian offers on services and agricultural products will move negotiations into a higher gear. Russia demands to be treated as a market economy in anti-dumping procedures. The Commission has already taken steps to improve the position of Russian companies and is carefully looking at whether it can do more to meet Russia's concerns. In return Russia should be able to respond to the Commission's proposals, notably concerning double energy pricing. 

Common European Economic Space (CEES): This long term initiative launched at the May 2001 Stockholm Summit is conducted by a High Level Group (HLG) led by Commissioner Patten on the EU side and Deputy P.M. Khristenko for Russia. This initiative is meant to underpin Russia's ongoing economic reforms and should help Russian companies to take advantage of the prosperity that EU enlargement will bring. Against the backdrop of WTO accession, co-operation with Russia should promote coherence between the respective legislative standards based on studies of the likely benefits for Russian industries. At its second meeting on 26 March, the HLG agreed on a work plan until end-2003, including a progress report to the 28 May Summit. 

Energy dialogue: At the sixth EU-Russia Summit in Paris in October 2000 in was agreed to set up an EU-Russia Energy Dialogue.. Russian President Putin nominated Deputy Prime Minister Khristenko as Russia's sole interlocutor and Commission President Prodi designated Mr Lamoureux, Director General of Transport and Energy. The objective of the dialogue is to enable progress to be made in the definition and arrangements for an EU-Russian Energy Partnership. It provides an opportunity to raise all the questions of common interest relating to the sector, including the introduction of co-operation on energy saving, rationalisation of production and transport infrastructures, European investment possibilities, and relations between producer and consumer countries. 

For the EU, Russia is a major supplier of energy. 21% of total net EU oil imports in 1999 came from Russia. This represented 16% of total EU oil consumption. 41% of EU gas imports in 2000 came from Russia. This represented 19% of total EU gas consumption.Russian energy exports account, in value, for some 45% of exports to the EU. 53% of Russian oil exports of 181 million went to the EU in 1999. Some 63% (130 Bcm) of Russia's natural gas exports of 205 Bcm were delivered to European countries in the year 2000, with contractual requirements to increase deliveries to around 200 Bcm by the year 2008. Approximately 56% (73 Bcm) of the natural gas exported to Europe in 2000 was delivered to the EU. 

The EU has a vital interest in maintaining and enhancing Russia's role as a supplier of gas and oil and to strengthen Russia as a secure and reliable supplier by technology transfers and investments to upgrade the Russian energy infrastructure. The energy sector in Russia represents a major opportunity both for foreign investment and for export revenues. The need for new capital in the sector has been estimated at between $460 and $600 billion to the year 2020. 

The Justice and Home Affairs meeting of EU and Russian Ministers on 25 April reviewed the Action Plan on the Fight against Organised Crime and confirmed that valuable progress has been made in priority areas of: money laundering, human trafficking and trafficking in stolen vehicles. Both sides intend to build upon this cooperation. The ongoing judicial reform in Russia will underpin the ability to co-operate effectively in this field, including through the establishment of links with Russian judicial authorities, and as appropriate, between Russia and the European Judicial Network. The EC supports these reforms with some €20 m from its Tacis programme. 

The EU wants to cooperate with Russia on all border issues, including on illegal immigration. At the moment this cooperation is only beginning. A readmission agreement would be an essential first step to build the necessary trust. The EU is awaiting a Russian reply to the draft it proposed last year. 

EU enlargement will have positive effects for both Russia and EU. In this context, Kaliningrad will present an opportunity to demonstrate the benefits of close co-operation in addressing the particular challenges arising from enlargement. The EU is ready to work with Russia on all aspects of Kaliningrad's future as part of a comprehensive approach addressing both EU and Russian concerns. This approach would include: facilitating the movement of people and goods, common challenges (tackling crime, health, environment), and contributing to the economic development of Kaliningrad. Kaliningrad's socio-economic development is a shared aim, though essentially a Russian responsibility. Development of the Baltic region as a whole necessitates working together on common challenges such as tackling crime and improving the environment. The EU understands Russia's sensitivities regarding Kalinignrad, visas in particular but it wants Russia to also understand its legitimate security concerns, which lead the EU to trying to find ways to co-operate that will not put the security of the whole Schengen area at risk. 

Environment and nuclear safety: A Commission-Russian working group has undertaken discussions with the Russians on the closure of the first generation nuclear power plants in exchange for EURATOM loans for the nuclear plants currently under construction. The EU wants Russia to ratify the Kyoto protocol as soon as possible to enable it to become the key tool to tackle the problem of global warming. The EU is prepared to assist Russia with both the clean-up of nuclear waste and the safety of older nuclear reactors with a view to making the European continent a safer place. Nuclear waste clearance is a significant part of cooperation in the framework of the Northern Dimension. With this goal in mind, the EU expects Russia to agree to finalise the agreement on the Multilateral Nuclear Environmental Programme in Russia (MNEPR) as soon as possible. 

EU-Russia dialogue on Science and Technology is now firmly engaged. It will help structure Russian participation in the next EC framework programme. The dialogue on Space is of particular significance. The EU promotes the inclusion of Russia in the Global Monitoring of Enviroment and Security (GMES) Steering Committee and intends to explore ways to develop jointly some of the technologies required for the next generation of space launchers. 

Technical and economic assistance: Over €2.4 bn in EU technical assistance has been provided since 1991. Additional €96 m. were allocated in 2001 under the Russian Federation Action programme. Russia benefits from a similar amount under regional and horizontal programmes. In addition, Russia received some €400 m in food aid during 1999-00 plus €50 m since 1999 in humanitarian aid to the victims of the second Chechnya conflict. Finally, some € 8 m were provided during 1997-00 under the European Initiative for Democracy and Human Rights, under which Russia features as a priority country for 2002-03. 

More information about EU-Russia relations is available under : 

http://europa.eu.int/comm/external_relations/russia/intro/index.htm 

http://europa.eu.int/comm/external_relations/russia/intro/summit.htm 

On trade relations EU-Russia please see : IP/02/218 

and trade website: http://europa.eu.int/comm/trade/bilateral/russia/russia.htm 

Regional issues: 
· Middle East : Discussions will be greatly influenced by latest developments on the ground. The convergence in positions will allow for the adoption of a joint statement. The EU values highly Russia's active contribution to the resumption of a peace process as part of the joint EU-US- Russia-UN ("Quartet") efforts. 

· Moldova : Failure to resolve the conflict over the secessionist region of Transdniestria ranks first among the root causes of the poverty of Moldova, the poorest country in Europe and a future neighbour of an enlarged EU. The EU is currently considering what can be done to support the OSCE in its efforts to resume progress, in addition to the € 40m provisionally allocated for the next two years in technical assistance, food security support and exceptional macro-financial assistance. The EU would welcome a more active involvement of Russia in helping getting the parties together. 

· Afghanistan : There is close EU-Russia dialogue on Afghanistan. Both sides are examining a number of development projects that could be undertaken jointly as a contribution to the stabilisation and reconstruction of Afghanistan. Discussions will touch upon the political situation, notably the need for ethnic balance in the administration and the transition to the Loya Jirga. 

· Western Balkans : the EU and Russia agree on the need to overcome the past crisis and invest in the future of the region to help it move closer to Europe. There is agreement on the need to respect and implement in full all relevant agreements and UN Security Council resolutions. 

More information about these regional issues: 

Middle East http://europa.eu.int/comm/external_relations/mepp/index.htm 

Moldova http://europa.eu.int/comm/external_relations/moldova/intro/index.htm 

Afghanistan http://europa.eu.int/comm/external_relations/afghanistan/intro/index.htm 

Western Balkans http://europa.eu.int/comm/external_relations/see/index.htm 

(1) Political and Security Committee" of the EU

SPEECH/02/235 

The Rt Hon Chris Patten 

Commissioner for External Relations 

EU-Russia relations 

European Business Club (EBC) Conference on 'Shaping Russian-European Integration in the 21st Century' 

Moscow, 28th May 2002

These are heady days for Russia's relations with the West. The arms reduction agreement with the US, and today's decisions on a new relationship with NATO, have set the seal on Russia's emerging role as a participant in our collective security. The war on terrorism has undoubtedly acted as a catalyst. President Putin's courageously positive response to the events of 11 September was hugely significant. There can be no doubt about his determination to lay the ghosts of the Cold War finally to rest. 

Since the Second World War, the West has tended to view relations with Russia primarily in terms of the security agenda. Until recently, this was the only aspect of the relationship that mattered; and it is of course still extremely important today. But with the end of the arms race, and the creation of a new relationship based on trust, this chapter in the long-running saga of superpower diplomacy is also coming to an end. 

The 21st century may be less than 2 years old. But it is already clear that the issues we will be discussing with Russia are very different, and much more varied, than those which featured on 20th century agendas. The opportunities are different; the things which bring us together and those which divide us are different; and the threats are different. So are the actors. 

To begin with the threats, it is evident that we cannot combat terrorists with nuclear weapons. And military means alone can only take us so far in dealing with them. Nothing excuses terrorist violence. But we have to recognise that violence is more likely when there is economic and political alienation. We need new means if we want to find peaceful solutions to conflict. While seeking to prevent proliferation of weapons, we must also find ways to stop the men of violence from replenishing their finances; and we have to prevent them from crossing borders and operating with impunity wherever it pleases them. 

These objectives also impinge on a whole range of other policies and instruments which are already under discussion with Russia. They include movement of people and goods across our common borders; ways to combat international crime and reduce corruption. On all these things what the EU does with Russia is already of global significance, and EU enlargement can only increase their importance. 

The same mixture of instruments and policies applies to what we are trying to do on crisis management. Russia is keen to work with us, too, as our security and defence capability develops. Her integration into many of the activities of NATO will certainly help this dialogue, and we shall be discussing how we can go further at our Summit tomorrow. 

But dealing with crises is no longer simply a question of holding political meetings or issuing hand-wringing communiques. If we are serious about reducing confrontation and stabilising violent situations we need not just soldiers, but plenty of patience and money. From emergency humanitarian aid to policing and from reconstruction to stimulating economic development, the EU and its partners must have a broad and comprehensive approach to crisis management. This is why the EU is now present in all major international efforts to resolve conflict including the Middle East, the Balkans and Afghanistan. And Russia is increasingly keen to work with us on these aspects also. 

This is the sort of thing that should be discussed at the monthly meetings between our political and security committee and the Russian Ambassador in Brussels and could also be part of an intensified security dialogue here in Moscow too. In these meetings, we have stressed that our co-operation should not stop at the borders of the former Soviet Union. We expect Russia to work with us to end the "frozen conflicts" in Moldova and in the South Caucasus which continue to strangle four small republics in Eastern Europe. The present stand off is poisoning their democratic development and has stunted their economic development. At the same time, the unrecognised statelets created by the secessionist wars there in the early 1990s are a magnet for corruption and for money laundering. If we are really to work together to achieve stability on our continent, we need more resolute collective determination to end this situation. 

As the new security architecture falls into place, other aspects of Russia's external relations have already begun to move up the agenda. I have already underlined that our work with Russia on security issues cannot be taken in isolation from the rest of our policies. My colleagues will doubtless discuss the trade and investment aspects of our relationship and the importance of the energy sector; and I know that President Prodi will want to mention the effects of EU enlargement at dinner tonight. But if I have to summarise in one word the reasons why the relationship between Russia and the EU is so significant, that word would be "proximity". 

It is not surprising that our economies are complementary; nor that after enlargement the EU will account for as much as half of Russia's trade. It is a well-known fact that Switzerland is our second largest trading partner and that Canada is the US's largest. When all is said and done, one's neighbours are normally one's first customer and one's first supplier. In the case of Russia and EU, the sheer size of the economic potential and the enormous commercial importance of proximity is singularly impressive; but my point is that with Russia, it goes way beyond commercial relations. We share culture, history and tradition. 

The enlarged Union will take this a further step forward as we include countries which have maintained very close links with Russia going back decades and even centuries. Of our present Member States only Finland can claim that. Some of our candidates were part of the USSR; and we shall have 1.5 million Russians actually living within our borders. The cultural impact on our relations will go far deeper than just trade. The enlarged EU will posses an enormous fund of knowledge about Russia, and contacts with it, which we must exploit. 

The Baltic will be a sea shared entirely between the EU and Russia. We have already created a special policy initiative which recognises that. The priorities which we have identified for the Northern Dimension reflect the new issues which now top our policy agenda. The special situation of Kaliningrad is a particular priority. The EU is determined to do everything we can to ensure this unique part of Russia gets the full benefits of enlargement. And we have presented a package of ideas to smooth the introduction of Schengen visas which should have the practical effect of reducing the existing bottlenecks and administrative obstacles that make border crossings to and from Kaliningrad such an ordeal today. In addition we need to protect the Baltic against pollution; to start the mammoth task of cleaning up nuclear waste in North West Russia; and combating illegal immigration and organised crime. These, too, are part of our "proximity" agenda. 

There is one other economic issue with which I have been closely associated and which is absolutely central to Russia's decisions about what is sometimes called her "European choice". This is the concept of a Common European Economic Space. At the heart of this idea lays the notion that Russia would use the present economic reform programme to make its own laws and regulations compatible with our own. How far this can be achieved will make a big difference in the attractiveness of Russia for EU investors and importers. The EU has already provided some € 2.4bn to support Russia's transition and we are willing to continue this support in future. However we need to understand how far Russia is willing to go in this direction how European does Russia really want to be? 

We believe that this choice will be dictated by the proximity factor - the geographical, historical and cultural ties I have referred to - as much as by the economic ones. But it is obvious that Russia's decision will be enormously significant in defining what sort of relationship we can expect to have in the near and medium term. 

Finally, whether the issues are economic or political, a mature relationship requires a degree of sympathy and responsiveness by both partners to each other's concerns. That does not mean that we have to agree on everything; but it does mean that we should expect to be able to talk frankly and openly about any aspect affecting our policies. 

These do not exclude questions about common values and shared principles. Our Partnership and Cooperation Agreement states in very clear terms that this dialogue should include the respect for democratic principles and human rights which constitutes "an essential element of our partnership". That means that we should also be able to discuss things like editorial freedom, the treatment of religious minorities, and our differences over human rights abuses and access of international humanitarian operators in Chechnya. And Russia will, I am sure, want to add its own items to this agenda. 

So, to summarise, the coherent and achievable foreign policy agenda we are looking for should encompass the "soft" as well as the "hard" security issues; the whole range of proximity questions which will effectively determine the future stability of our continent; and the tricky questions about values which will give depth and meaning to the relationship of trust we are trying to build. 

Of course, it is one thing to make political declarations and another to deliver. We need to ensure that the mechanics of our co-operation are up to the job. This means, certainly, that our leaders should build on their close personal links with the Russian government, and above all with President Putin himself. Personal chemistry is important. But it is very far from everything. The concrete details, the practical questions which need to be gone into before political decisions can be taken must first be sorted out at lower level. This is where we have often run into difficulties. Process has still tended to dominate substance; scoring political points has often outweighed practical cooperation. 

Finally, we need to ensure that when we promise something it can be done. And at the same time, if we are able to do something for each other, we should offer it. Our credibility depends on avoiding a mismatch between our political vision and our capacity to deliver. That is what full and comprehensive cooperation should mean. I hope and expect that our Summit tomorrow will prove an important step on the way to achieving it. 

I want to make one last, simple point. We share so much with Russia much geography, in some respects too much history. The only sensible option for both of us is to make our relationship work as successfully as possible economically, socially, politically. This is a really significant strategic partnership a partnership enhanced by enlargement. Perhaps we still have to turn away from the past to bury ancient suspicions once and for all. But the view of the Commission is that we should do all we can to make this partnership work and work well. There is no other sensible option. But a partnership involves traffic in both directions; it involves give and take; it involves understanding the other side's point of view. We understand that and I am sure our Russian colleagues will understand it too. 
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Brussels, 15th May 2002 

EU-Russia relations special meeting in Kaliningrad

Senior officials of the European Commission and Russia met on 15 May in Kaliningrad to discuss the implications of EU enlargement for Kaliningrad. The meeting of the Co-operation Committee was chaired by Catherine Day (Deputy Director General for External Relations of the European Commission). Maxim Medvedkov (Deputy Minister for Economic Development and Trade of Russia) and Governor Egorov of Kaliningrad headed the Russian delegation. The agenda covered a wide range of issues including visas, border control, organised crime and environmental pollution as well as questions of security of energy supply and transport and telecoms links. The outcome of the Co-operation Committee will serve as input for discussions on Kaliningrad at the EU-Russia Summit on 29 May in Moscow. 

The meeting 

EU-Russia relations are based on a Partnership and Co-operation Agreement, which provides for regular meetings of senior officials. These usually take place alternately in Brussels and Moscow. Following a decision to dedicate a special meeting of the Co-operation Committee to the impact of EU enlargement on Kaliningrad, it was decided to hold the meeting in Kaliningrad itself to underline the importance which both the EU and Russian authorities attach to this issue. In today's meeting, the EU underlined Russia's responsibility for Kaliningrad and its development. However, with approaching enlargement, the EU recognised the unique situation of Kaliningrad, as well as the particular challenges and opportunities that will arise for the enclave. The EU stressed its comprehensive approach to Kaliningrad and its willingness to discuss all issues in an open and constructive manner. It also highlighted the important financial support the EU is providing to help improve conditions in Kaliningrad and its willingness to continue to provide funding and expertise in the coming years. 

EU Assistance to Kaliningrad 

The EU has already committed over €40 million of assistance to Kaliningrad (to the end of 2003). In the meeting in Kaliningrad, the EU outlined a package of measures to help the enclave. This includes: 

1) assistance with border control and customs infrastructure to ease visa-issuance and movement of goods; 

2) work with Russia to boost economic recovery in Kaliningrad and halt the growing wealth gap between the region and neighbouring candidate countries; 

3) co-operation on tackling transnational questions, notably combating crime, pollution and communicable diseases (Kaliningrad is an HIV hot-spot and tuberculosis levels are a significant concern). 

Movement of people after enlargement 

EU Member States have recently confirmed that, after enlargement, EU legislation will require Russians (and other third country nationals) transiting EU territory by land between Kaliningrad and the rest of Russia to have a valid international passport and visa. Russian proposals for special 'transit corridors' without visas are not acceptable, either for the EU or the candidate countries. Practical co-operation between EU and Russian authorities at the border will thus be even more necessary in future, including on issues like combatting cross border crime and illegal immigration. The EU has requested Russia to facilitate this co-operation by concluding a readmission agreement. The EU has proposed to contribute substantial funds for infrastructure improvement at border crossings and improved border control. This would significantly shorten the current 5-hour waiting period to cross the Russian border. The EU stressed that bona fide persons should be able to cross the border as easily as possible and invited Russia to permit the opening of consulates in Kaliningrad, issue passports to her citizens, as well as to rapidly ratify the border agreement with Lithuania. 

Background on Kaliningrad 

Kaliningrad is a region of Russia, located on the Baltic Sea and bordered by Poland and Lithuania. After EU enlargement Kaliningrad will be surrounded by EU territory. It is a region of 15,700 square kilometres (around one-third of the size of Denmark), with a population of around 1 million. Heavily militarised in the Soviet period, living standards have fallen even more steeply than the Russian average since 1990. Today, GDP is 35% lower than the Russian average and more than 30% of the population lives below the poverty line. Europol reports that the region is beset by crime. Legal uncertainty and weak administration throughout the 1990s led to chronic under-investment and, in turn, economic stagnation. 

For more information: 

http://europa.eu.int/comm/external_relations/ceeca/news/index.htm 

http://europa.eu.int/comm/external_relations/ceeca/pca/pca_russia.pdf 

http://europa.eu.int/comm/external_relations/north_dim/kalin/index.htm
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	I would like to focus first on the wider issue of the EU-Russia Summit in Moscow on 29 May. 

The Moscow Summit will mark the culmination of an intense schedule of high-level EU-Russia meetings during the last two months and comes at a historic moment in Russia's relations with the West. Yesterday's news on the agreement with the US on strategic arms reductions is particularly welcome. We also look forward to cementing closer relations with Nato at the Russia-Nato Summit in Rome at the end of this month. 

In an EU context, we have recently had Ministerial meetings with the Troika and a Cooperation Council. Prime Minister Kasyanov held a very positive working lunch with the Commission during his visit to Brussels on 24 April. In addition, EU Ministers of Justice and Home Affairs held a first full(1) meeting with their Russian counterparts in Luxembourg on 25 April, covering Kaliningrad and other crucial issues such as co-operation against terrorism, organised crime and illegal immigration. 

Furthermore, a special Co-operation Committee is taking place in Kaliningrad this week precisely to discuss all Kaliningrad-related issues. And we continue to hold discussions on crisis management and conflict resolution on a monthly basis with the Russian Ambassador to the EU. 

But what about content? Is the intense programme of EU-Russia meetings making progress? My answer is yes, but slowly. There is still a lot that both we and Russia need do to become reliable strategic partners. But we can also welcome many changes that are taking place in Russia radically to reform the legal system, the economy, the military and the administration. 

Allow me to comment briefly on the main issues that will be discussed at the Summit. 

The Commission is satisfied with the way relations are developing in the field of ESDP in which Russia is a natural key partner. Our message to Russia, however, is that ESDP needs to be seen as part of our broader political dialogue that also covers some of the present "frozen conflicts" in Europe, notably Transdniestria, which is a source of instability for Moldova, a future EU neighbour. 

As regards the WTO, we will reaffirm our political support for Russia's accession. But we will not be shy in defending our interests, as in any trade negotiation. As Russia's main trading partner, the EU will play a key role in defining the entry standards in the Geneva negotiations. From our perspective, the PCA is the point of departure: Russia must, at least, go beyond the concessions already made in the PCA. 

Turning to the related issue of Russia's demand to be treated as a market economy in anti-dumping procedures, the Commission has already submitted a proposal to the Council that will improve the position of Russian companies and we are looking at whether there is more we can do to meet their concerns. We hope that in return Russia will be able to respond to our proposals, notably concerning double energy pricing, and the adoption of a conciliation system under the PCA to help ensure trade disputes are tackled in an objective, efficient and non-politicised manner. 

The Summit will also examine a progress report from the High Level Group for the common European economic space. This long-term initiative is meant to underpin Russia's ongoing economic reforms and should help Russian companies to take advantage of the prosperity that EU enlargement will bring. Against the backdrop of WTO accession, co-operation with Russia should promote coherence between our respective legislative standards based on studies of the likely benefits for Russian industries. 

The Summit will also look at a progress report on the energy dialogue, which moved into a more concrete phase at the Brussels Summit last October. 

The environment will also feature prominently at the Summit and the EU will urge Russia to ratify the Kyoto Protocol ideally before the UN Johannesburg Sustainable Development Conference next September. We also want to see more forthcoming Russian co-operation regarding the clean up of nuclear waste, especially on the Kola Peninsula where we are eager to help. We are also keen to develop a dialogue on the issue of the extension of first generation nuclear power plants, which should respect international safety standards. 

Allow me to turn now to the question of Kaliningrad which is rightly high on the Parliament's agenda, as shown by Ms Hoff's excellent report and the visit on the ground by the parliamentary delegation for Russia in April 2001. We will also take careful account of the opinion of the Committee on Citizens' Freedoms and Rights drafted by Mr. Oostlander. 

We share the Parliament's view that, as part of Russia, Kaliningrad is essentially a Russian responsibility. We also believe that EU enlargement is an opportunity from which Kaliningrad can greatly benefit, rather than a threat. 

The Commission has made huge efforts to work with Russia on Kaliningrad, addressing both the impact of enlargement and future development policy as part of a comprehensive approach. We have made clear our willingness to increase financial and technical help to deal with challenges faced by Kaliningrad, to facilitate co-operation between customs/immigration authorities in Russia, Lithuania and Poland, and to address movement of persons and transit issues by exploring the flexibility permitted by the Schengen acquis. 

Under excellent leadership from the Spanish Presidency, Member States have recently confirmed that we cannot derogate from the Schengen acquis, nor undermine enlargement negotiations themselves. Visa-free transit corridors are not acceptable to the candidate countries. I hope Russia will accept this and work with us to make border crossing, which is the real impediment to progress, quicker and easier. Efforts are needed from both sides since we need to agree on how to take forward some key issues before further assistance can be offered. In this context, we shall be looking for progress on a readmission agreement and improved co-operation on border management. We also hope Russia will make easier the establishment of consulates in Kaliningrad and in mainland Russia, and ensure that Kaliningraders are issued with passports that conform with international standards. 

We hope that the special meeting of the Co-operation Committee today in Kaliningrad can make further progress on these issues with a view to the Moscow Summit. 

I would also like to say a few words on Human Rights and democratic principles where we continue to have concerns regarding the rule of law and media freedom. The Summit will provide a further opportunity to underline the benefits for Russia of improving her image in these areas and our willingness to support the development of democratic institutions through Tacis. 

The situation in Chechnya remains hugely worrying and reports of human rights violations during so-called "mopping up" operations have not stopped. Our position remains simple and clear. We condemn terrorism world-wide, including in Chechnya. Our calls for a political solution which, without prejudice to the territorial integrity of the Russian Federation, satisfies the majority of the Chechen people, does not undermine our support for the fight against terrorism everywhere. We will also continue to raise with Russia the issue of operating conditions for the delivery of humanitarian aid. In spite of difficult security conditions on the ground, we demand concrete improvements to facilitate the conduct of humanitarian operations according to basic safety and efficiency standards. In parallel, we will insist that any repatriation of Chechen displaced persons should only take place on a voluntary and unconditional basis. 

Finally, we also intend to make progress in the field of crisis management and conflict prevention. Against the background of our efforts to establish closer political and economic relations, the European Union has made clear to Russia that it expects her to act in full accordance with the values she committed herself to respect when entering the Council of Europe and the OSCE. These basic principles constitute an integral part of the strategic partnership that we are trying to build together. 

This is a defining period in anchoring Russia firmly in the community of democratic nations. Against the backdrop of Russia's accession to WTO and the agreement on a new format for co-operation between Russia and NATO, we are confident that the EU-Russia Summit in Moscow will bring our bilateral partnership one step forward, rendering our co-operation more concrete and effective. The Commission is ready to continue to play an active part in this process and I am confident that the European Parliament will continue to make a very valuable contribution. 

I want to make one final, simple point. We share so much with Russia much geography, in some respects too much history. The only sensible options for both of us is to make our relationship work as successfully as possible economically, socially, politically. This is a really significant strategic partnership a partnership enhanced by enlargement. Perhaps we still have some of the ghosts of the past to lay to rest; ancient suspicion to bury once and for all. But the view of the Commission is that we should do all we can to make this partnership work and work well. There is no other sensible option. But a partnership involves traffic in both directions; it involves give and take; it involves understanding the other side's point of view. We understand that and I am sure our Russian colleagues will understand it too. 
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Kaliningrad is part of the Russian Federation and responsibility for its future development lies with the Russian authorities. However, since developments and problems in Kaliningrad can have an impact on the wider region and on present and future EU Member States, the European Commission has had an active assistance programme in the area for more than ten years. Since 1991, the European Union has made a large financial commitment to Kaliningrad, providing roughly €40 million directly in Tacis assistance under the Russia National Programme. The region has also benefited from other TACIS programmes for Russia and the many regional programmes which Tacis finances. The Commission has opened a Tacis support office in Kaliningrad city. EU support has focused on a number of key sectors.

1. Private Sector Support

Kaliningrad faces the challenge shared by other regions in Russia of enhancing predictability, stability and incentives in the business environment. In order to support Kaliningrad’s efforts to improve the legal and institutional environment, and promote good corporate governance, fair and efficient enforcement of legislation enterprise restructuring and the further development of SMEs, the EU has focused its assistance on private sector development.

The following priority areas have received support:

· Regional economic development, with support in excess of €10 million given to the development of the Free Economic Zone/ Special Economic Zone (FEZ/SEZ); strengthening of the Regional Development Agency and preparation of a regional economic development strategy; trade and investment promotion and transport 
· Enterprise restructuring, with support of roughly €3 million for thecreation of an Enterprise Support Centre and the strengthening of the local SME Development Agency. Special attention was given to the fish industry. 
· Human resource development in the private sector, with the establishment of a Business Management department at the Economics Faculty of the Kaliningrad State University (€1.3 million) 
· Promotion of innovative SMEs, with assistance of €1 million for technological parks or "technoparks" aimed at strengthening their capacity to provide training, marketing services and general business advice. 

€3million has been devoted to the energy sector to regional and local heat and power utilities to help them adjust to modern market conditions by improving efficiency in energy distribution, restructuring and adapting tariffs; and, for a number of energy saving initiatives.

In addition, Kaliningrad has benefited from programmes provided more generally in Russia.. Officials and companies based in Kaliningrad can participate in Tacis funded training programmes for the banking, insurance andfiscal sectors. Local managers participate in training programmes in EU companies. With a view to developing Kaliningrad’s export potential and markets in neighbouring countries, the EU is also providing assistance to both regional and federal authorities in areas such as harmonisation of standards and conformity assessment procedures

2. Cross Border Co-operation: Border Management and Port Development

Considering the geographic location of Kaliningrad cross border co-operation and trade/transit facilitation is of particular importance. A number of programmes are being implemented which aim at facilitating trade and movement of goods and persons through the development of infrastructure, modernisation of border procedures, and training of enforcement agencies’ staff to detect unlawful activities and increase their capacity to collect tax revenue.

At present, there are 23 crossing points between Kaliningrad, Poland and Lithuania. In order to ensure the efficient flow of goods across the EU’s future external border, investment is needed in physical infrastructure and in processing, including through upgraded information systems. Under the Tacis Cross Border Co-operation Programmes, two border crossings in Kaliningrad received priority funding: Chernyshevskoe /Kybartai-Nesterov (road/rail) and Bagrationovsk/Bezledy (road), on the borders, respectively, with Lithuania and Poland (see map attached). These crossings, identified after a detailed feasibility study, are the major ones located on the Pan European Transport Network. Works on the Bagrationovsk/Bezledy project (€3 million) will start in the spring of 2002. The Chernyshevskoe /Kybartai-Nesterov project (€8million) will start once expropriation issues are resolved by the Russian authorities..

Port development is another area of focus in the area of cross border co-operation and trade facilitation. The EU Kaliningrad Port Development project (€1million) aims to stimulate trade and transit via the region, by strengthening the competitiveness of its port facilities and their management. Ultimately, the port modernisation will contribute to a sustainable economic development of the area and its integration into the Baltic region.

As elsewhere in Russia there is a need for action to combat illegal activities and organised crime. The Task Force on Organised Crime in the Baltic Sea Region is making a valuable contribution to tackling these problems. On the local level co-operation is needed to deal with problems such as car theft. Co-operation could also be directed at improving the independence of the local judiciary, in particular via training and twinning programmes.. Tacis has provided €1 million in funding to assist in fighting organised crime.

3. Environment

As part of wider efforts to preserve nature and improve the quality of life in Kaliningrad there is a need to focus on the environment, and in particular on reducing water pollution. A cleaner Baltic Sea would benefit the whole region and is a priority objective for regional co-operation. More than 400,000 tonnes of domestic and industrial wastes are being generated every year in Kaliningrad and only a fraction is recycled. As a result, roughly 15 million tonnes of solid waste have accumulated on municipal landfills with no further treatment. These dumping sites represent a major source of air, ground and particularly water pollution.

The environment has been a focal point for EU assistance. Current activities include a water environmental monitoring and management project (€2 million) dealing with water quality on the borders with Lithuania and Poland and a waste management project in Kaliningrad’s coastal zone (€3 million) designed to alleviate the impact of waste generation on both public health and the environment. There is an EBRD/NEFCO/NIB loan for a sewerage treatment plant in Kaliningrad City. The EU’s LIFE programme has initiated two projects in Kaliningrad, in the areas of urban traffic and ecotourism. The EU also financed the establishment of an Environmental Centre for Administration and Technology (ECAT) in Kaliningrad, which was transferred to the local authorities in 1997.

4. Health and Education

The spread of communicable diseases is a serious problem in Russia and particularly in Kaliningrad. While these problems must be tackled at the federal level there is a need for preventive action in Kaliningrad itself. Tacis is supporting several initiatives at local level and in the non-governmental sector to help reform health care delivery systems and to help deal with HIV.

Kaliningrad will also take part, as a pilot region, in the North West Health Replication Project aiming at reducing health risks and social disparities across the borders by supporting the reform of the health system in the region. The EU has also supported NGOs in the social and health sector, especially through projects aimed at the social re-integration of former military staff and their families. The TEMPUS programme for higher education has encouraged co-operation, exchange and networking between Kaliningrad and EU universities.

5. New Orientations

The EU is paying particular attention to Kalinigrad both in the context of its initiatives in the Baltic Sea region and in view of enlargement. Kaliningrad is specifically identified as a priority in the 2002-3 Tacis Indicative Programme for Russia and in the Cross Border Co-operation Programme.

A specific focus under the Russia Tacis National Programme (2002-3) will be on improving the capacity of municipal authorities to deliver essential public services such as water, heating, housing and also waste and wastewater treatment. In addition to the transfer of know how to municipalities (including utility management, tariff policy, etc.), small scale investment in utilities will be supported with priority given to water management and energy saving. Advice and training for municipal authorities and utility managers will also be provided with a view to enabling them to prepare for and make full use of the investment provided by IFIs.

Under the Cross Border Co-operation programme (2002-3), Kaliningrad will receive support for water treatment facilities in the towns of Baltiisk, Svetlyi, Peimorsts and Yantaroye.

These are a few examples which reflect the priority that the EU is granting to Kaliningrad with a view to ensuring that the enclave can take advantage of the new opportunities created by enlargement of the EU.


[image: image1.png]


