ENLARGEMENT: THE NEW FACE OF THE EU

Cyprus

Political situation in Cyprus

Cyprus is a special case among the new Member States due to its particular political situation. The United Nations Secretary-General Kofi Annan announced on 11 March 2003 that talks on the reunification of Cyprus had collapsed and would not continue. Mr Annan had met the Greek and Turkish Cypriot leaders in The Hague on 10 March 2003 as a last chance to endorse the UN plan for the reunification of the island, partitioned since the 1974 invasion by the Turkish troops. The UN had proposed to hold a reunification referendum on 30 March. 

Both the Greek Cypriot leader Tassos Papadopoulos and the Turkish Cypriot leader Rauf Denktash were unsatisfied with the UN power-sharing plan, partly because it would involve handovers of territory and population movements, which could easily create refugees.

The European Commission said in a statement that it regretted the failure of talks on Cyprus, but the accession process will go ahead as scheduled nevertheless. Only the Greek part of the island will join the EU in 2004. EU officials have made it clear that it would be difficult to imagine Turkey can start accession talks with the Union while 40,000 Turkish troops are occupying a part of a EU Member State. 

Cyprus-EU Relations

Diplomatic relations between the European Community and Cyprus began with an Association Agreement, which was signed on 19 December 1972 after one year of negotiations and entered into force on 1 June 1973. The 1974 Turkish invasion had significant effects on the Cypriot economy, which delayed the implementation on the 1972 agreement.

After several extensions of the first Agreement, a Protocol was signed in October 1987, which led Cyprus and the EU one step closer to having a customs union. According to the 1987 Protocol, the Customs Union between the EU and Cyprus would be completed by 2002 or 2003. Cyprus applied to join the European Union in July 1993. Three years later the European Commission issued its opinion on Cyprus' application. 

The European Commission proposed to continue further discussions with Cyprus to help it prepare for future accession negotiations even though a peaceful and lasting solution to the Cyprus issue has yet to surface. In 1995, the EU Council began a structured dialogue with Cyprus as part of its pre-accession strategy. 

After the Luxembourg European Council meeting at the end of 1997, the Council decided to start accession talks with Cyprus in the spring of 1998. Accession talks between Cyprus and the EU commenced in March 1998 and were concluded at the Copenhagen Summit on 13 December 2002. 

Progress of Cyprus towards accession

	Year
	The European Commission states…

	July 1993
	…that integration of Cyprus into the internal market should pose no insurmountable difficulties. Nevertheless, it noted major deficiencies regarding technology, labour force skills and the quality of production.

	November 1998
	…that the general principles of Cyprus's industrial policy were compatible with the European Union rules but also called for considerable further efforts to restructure industry.

	November 1999
	…that considerable restructuring had been undertaken to deal with certain weaknesses in Cyprus' industrial fabric.

	November 2000
	…that Cyprus had made some progress in the field of industrial policy, particularly with regard to investment promotion. Little progress had been made, on the other hand, with privatisation and restructuring. As for policy on SMEs, the main progress had been in improving companies' access to finance.

	November 2001
	…that Cyprus had continued to step up its efforts to promote investment. With regard to SMEs, progress had been made in implementing an enterprise policy and in improving the business environment.


General Evaluation of Enterprise Policy

Cyprus has adopted structural reforms aimed at removing market rigidities, improving resource allocation and preparing Cypriot industry to compete in the EU Single Market.

Cyprus's Strategic Development Plan for 1999-2003 focused on globalisation and further trade liberalisation, technological changes and the information society. Industrial Policy aims to improve the access of enterprises to finance with short, simplified and advantageous financial conditions. The Creation of business incubators and a Centre for Technology, Research and Development are also envisaged.

In January 2000, Cyprus abolished controls on foreign direct investment in companies and also restrictions on the holding of share capital in Cypriot companies by EU citizens. A Foreign Investors Service Centre ("One-Stop-Shop") has been set up.

In 2001, Cyprus introduced 12 new support schemes for traditional industries and the dissemination of new information technologies. 

Cyprus' SME policy is in line with EC principles and objectives overall. On an island where SMEs predominate, the environment is conducive to private initiative. Cyprus is also due to take part in the 3rd Multiannual Programme on SMEs. A definition of SMEs, which complies with the acquis, was adopted in June 2001. The administrative capacity to apply the acquis in the areas of industrial policy and SMEs is already in place.

