ENLARGEMENT: THE NEW FACE OF THE EU

Czech Republic

EU-Czech Republic Relations

Diplomatic relations between the European Community and the former Czechoslovak Republic started in September 1988. 

The first agreement established between them was a four-year Trade Agreement on industrial products, which entered into force in April 1989. A Trade and Cooperation Agreement was concluded in 1990. After that, an Association Europe Agreement was signed between the EC and Czechoslovakia on 16 December 1991, entering into force in March 1992 and replacing the existing 1989 Agreement. This new Agreement provided for the consolidation of previous trade concessions as well as the gradual and asymmetric establishment of a free trade area over a period of ten years. This settles the basis for the future Europa Agreement.

Nevertheless, the dissolution of Czechoslovakia into Czech and Slovak Republics made it necessary to negotiate separate Europe Agreements with the two successor states. The agreement with the Czech Republic was signed in October 1993, and entered into force on 1 February 1995. 

The Europe Agreement is now the legal basis for relations between the Czech Republic and the European Union. Its aim is to provide a legal framework for political dialogue, promote the expansion of trade and economic relations between the parties, provide a basis for Community technical and financial assistance, and an appropriate framework to support the Czech Republic's gradual integration into the Union. 

The Czech Republic presented its application for membership of the EU on 17 January 1996, and the Commission submitted a positive Opinion on the Czech Republic's application on 15 July 1997. 

Accession talks between the Czech Republic and the EU began in March 1998 and were concluded at the Copenhagen European Council on 13 December 2002. The Accession Treaty was signed inn April 2003 at the Athens European Council with a view to full EU membership on 1 May 2004. 

Progress of the Czech Republic towards accession

	Year
	The European Commission states…

	July 1997
	…that most sectors of Czech industry should experience no major problems integrating into the EU market, provided that the Czech Republic continued its restructuring and modernisation efforts and reinforced them in the case of heavy industries. It also stressed that, in the long term, efforts to improve the productivity and non-price -based competitiveness of Czech industry were required to maintain competitiveness in view of likely rises in wage and production costs. 

	November 1998
	…the need for efforts on the privatisation of strategic undertakings and on the process of restructuring, particularly of steel and other heavy industries.

	October 1999
	…that Czech industrial policy had been re-defined since the last Report in order to pursue industrial revitalisation. Good progress had been made with privatisation, though further efforts were required in some sectors, such as steel. Progress had been made with regard to SMEs. 


	November 2001
	…that the government has encouraged the restructuring of businesses and accelerated privatisation, particularly through the Economic Revitalisation Agency, except in the steel sector.

	November 2001
	…that progress in drawing up the industrial policy and emphasises the slow pace of privatisation and restructuring. Progress is being made in implementing the policy to promote SMEs.


General Evaluation of Enterprise policy

The Czech Government has re-defined its industrial policy since the 1998 Report. A framework document for industrial policy called Industrial Policy Concept was submitted to the European Commission in April 1999, outlining government plans to improve the business environment and promoting industrial revitalisation. Guarantee has been given that the Industrial Policy Concept is non-interventionist and market-oriented and that it will abide by the provisions of the Europe Agreement and the acquis.

The central element of the Policy Concept is the Revitalisation Plan for Industry. It is designed to improve the competitiveness of enterprises by obliging creditors to establish, jointly with enterprise owners, restructuring programmes through debt relief, debt restructuring or debt capitalisation, thus giving enterprises increased financial leverage. The programme will be implemented through the so-called Revitalisation Agency. Assurances have been given that the future viability of companies and an agreement among creditors on a restructuring plan will be amongst the obligatory selection criteria used for revitalisation, and that the Agency will cease its activities upon accession.

In January 2000, the Czech Government approved the "draft industrial policy of the Czech Republic" and a related action programme. These reflect the requirements of the 1996 Community action plan to enhance industrial competitiveness. The main objective is to establish a support system to promote the competitiveness and performance of Czech industry. 

A pilot programme has been drawn up in order to prepare industry in relation to use of the Structural Funds and Cohesion Fund. The "industry sector operational programme" (2001-2006) was approved in November 2000. Its purpose is to enable Czech industry to be competitive after accession and prepare for the use of Structural Funds and the Cohesion Fund. In addition, the plan adopted in December 2000 seeks to help industrial companies adapt to structural changes. The programme for the promotion of industrial zones approved in March 2001 aims to provide local and regional authorities and developers with grants for the creation of industrial areas.

With regard to SMEs, the Czech Republic's policy is largely in line with that of the EU. Some further progress has been made. In January 1999, the independence criterion of the EU definition of SMEs was incorporated into Czech legislation. In addition, the government adopted legislation simplifying registration procedures and reducing the number of licensing offices for trades people.

Needs to be improved…

· Support for technology transfer needs to be strengthened. 

· Priority needs to be given to greater collaboration between the Ministry of Trade and Industry and the Ministry of Regional Development to fully implement the policy. 

· The services providing information and advice to businesses, particularly in relation to the European Union, need to be improved.

