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1. CONTEXT

Over the last few years, the European NeighbourtRady (ENP) has enabled the EU and
its partners to make clear progress in deepenigig tooperation and in targeting it better at
the needs and ambitions of partners. The ENP dugtly establishing itself as a mutually
beneficial partnership for reform and developméetping our neighbours to come closer to
the EU, bringing new benefits to their and ourzeitis and_promoting regional integration
beyond the borders of the Uniofthe present Communication provides an overview of
developments in the EU’s relations with the neigitsadhat are encompassed by the ENP
covers the period since November 2006he Commission Communication of December
2007 identified the areas where the EU side needs tmate, notably on trade and economic
integration, mobility, or addressing regional canté.

The structures and instruments, in the frame otkwlidialogue and cooperation takes place,
are now well developed. These are discussed inogse2t More importantly, the relations
between the EU and its partners are increasingnsgive, supporting a broad agenda for the
adoption and implementation of EU-oriented refolimsnany countries and across a wide
range of sectors. Section 3 provides a summarhefstbstantial progress made by partner
countries, as well as the areas where further teffre required. More detailed information
can be found in the country-specific Progress Reord the Sectoral Progress Report which
are attached as staff working documents. In thet log the political, economic, social and
cultural diversity among ENP partners, and bec#usee are variations in the sequencing and
prioritisation of their reforms, these reports @@ directly comparable. The analysis of
progress on governance contained in the presentn@amation and its annexes will be the
basis for the decision on the 2008 Governance iBaallocations. Section 4 addresses
multilateral developments concerning the EU andpistners. Conclusions regarding the
further development of bilateral EU relations widatner countries are drawn in Section 5.

2. THE INSTITUTIONAL FRAMEWORK

Contractual relations: With the countries covered by the ENP, except Bslatibya and
Syria, Partnership and Cooperation Agreementsh@nBast) and Association Agreements (in
the South) have been concluded.

Building on the strong progress achieved previquslyMarch 2007 the EU and Ukraine
opened negotiations on a new Enhanced Agreemen®A)N&ming to draw Ukraine
significantly closer by supporting further intermaforms, integrating the Ukrainian economy
progressively in the internal market and going Imelyahe Partnership and Cooperation
Agreement and the EU-Ukraine Action Plan wherevassible. Since then seven rounds of
negotiations have taken place and both sides aagilhenvolved in developing a new
ambitious framework for their growing relationshiollowing the finalisation of Ukraine’s
WTO accession process in February 2008, negotmtiete launched in the same month on a
deep and comprehensive free trade area as a eoner of the NEA.

Algeria, Armenia, Azerbaijan, Belarus, Egypt, Ggar Israel, Jordan, Libya, Lebanon, Republic of
Moldova, Morocco, occupied Palestinian territoryri&, Tunisia, and Ukraine. For reasons of brevity
the term “partner countries” will be used hereafteinclude also the occupied Palestinian territory

2 COM(2006) 726.

3 COM(2007) 774.
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In October 2007, the Council adopted new conclissiom Libya requesting the Commission
to submit draft negotiating directives with a viéaa future EU-Libya framework agreement.
The Commission presented these in February 2008. H offers a full partnership with
Belarus provided that Belarus takes concrete amdigoing steps towards democratisation,
respect for human rights and the rule of law. Stgpthe Belarusian authorities to address the
country’s democratic governance shortcomings renliaiited, and it has so far not been
possible to make progress towards such a partpersiithe same time, contacts at the
technical level on issues of mutual interest arsgp@ncouraged. EU-Syria relations are
governed by a 1977 Co-operation Agreement pendiagsignature of the draft Association
Agreement.

Action Plans: Following the adoption of action plans with Arman{November 2006),
Azerbaijan (November 2006), Georgia (November 20Débanon (January 2007), and Egypt
(March 2007), a total of twelve countries have rawsen to develop their relations with the
EU using this tool to accompany domestic reformd #re strengthening of bilateral and
regional cooperation. As regards Algeria, a poticglogue has been taken up in numerous
working groups and sub-Committees on the basistofAssociation Agreement. At the
Association Council of March 2008 it was decideastablish a joint work programme to set
priorities for the implementation of the Associatidagreement.

The first Action Plans entered into force in ed@2805. Three of them (Ukraine, the Republic
of Moldova and Israel) had an initial time horizohthree years. As these countries have
made significant advances and their relations WiéhEU are currently under review, with a
view to substantially deepening them, cooperationtioues, at present and for pragmatic
reasons, on the basis of these Action Plans

3. THE DOMESTIC REFORM AGENDA IN PARTNER COUNTRIES

Political dialogue and reform

The political reform processes, while sharing int@or core principles, are different in the
various countries under the ENP, reflecting the mitments that they have made in this
respect. In the east, all ENP partners that hakeedgAction Plans are members of the OSCE
and the Council of Europe, which contributes toastipular reform agenda aiming at close
approximation to the fundamental standards prengiln the EU. The implementation of
reforms in most countries of the region also totéce against a background of economic
growth and relative stability. In the south, théoren agenda is based on the agreed values
enshrined in the Barcelona Declaration and takesetand UN commitments as benchmarks.
In many countries that have yet to meet these atdsdully, political reform is slow-moving.

In the case of Lebanon and the occupied Palestteiaitory, the political context has as yet
not allowed Action Plan objectives to be meaningfalddressed, despite noticeable efforts.
More generally, the political dialogue and reformgeada of the ENP partners is highly
differentiated and the following remarks need to dmnsidered with reference to the
individual Action Plans and progress reports.

A number of countries, in particular the RepublidMoldova and Armenia, are introducing

reformsto strengthen theidemocratic institutions. This includes, in the case of the Republic
of Moldova, legislative measures related to paréatary reform and local self-government,
and, in the case of Armenia, the separation of ppwiecluding increased powers for the
National Assembly and improved local self-governtnéforocco has become a member of
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the Venice Commission of the Council of Europe.niade progress on the judicial

accountability of members of the government andamal self-government reform. Egypt

introduced a package of Constitutional amendments & view, among other things, to

ending the State of Emergency by July 2008. Joethopted a new Municipalities law that

foresees the direct election of municipal counahmbers and mayors (except in Amman) and
thus made progress in promoting local democraciatives between parliaments can play an
important role in further developing parliamentacylture. The European Parliament’s

intentions, as expressed in its November 2007 tepoENP, to strengthen its cooperation
with partner country parliaments will be a majactta in this regard.

Elections, whether presidential, legislative, or local, wdreld in a number of partner
countries. These have provided important signaanding the development of democracy. In
the Republic of Moldovapcal elections in June 2007 were generally wetheistered and
offered voters a genuine choice, although sometabimings were noted, in particular in
respect of equitable access to the media for alflidates. Following the elections to Egypt’s
upper chamber, the EU Presidency issued a statesrpressing certain concerns about their
conduct. In the September 2007 legislative elestiokMlorocco made progress on the
transparency of the electoral process and on allpyolitical contestants access to media. In
Ukrainge despite the controversy surrounding the callingrefterm parliamentary elections,
a consolidation of the democratic process was gelién 2007. The elections were assessed
to have taken place mostly in line with internatibistandards for democratic elections.
Jordan’s parliamentary elections in November 20@fewheld under legislation that falls
short of some international standards. Jordan dichncept international electoral observers.
In Georgia, the proposal to delay the Presideet&dtions to the autumn of 2008 led to civil
unrest and the imposition of a state of emergehtyesponse to the concerns that these
events raised, Presidential elections were helthituary 2008. These revealed a number of
deficiencies in the electoral process, includingalanced media exposure of candidates, use
of state resources for campaign purposes, repoatdd of voters' intimidation, and
irregularities in the counting and tabulation. Thel need to be addressed if Georgia is to
achieve the Action Plan objectives in the areadditipal reform. In Armenia the Presidential
elections in February 2008 were conducted mosthjine with international standards.
However, the lack of a clear separation betweete stad party functions and the need for
equal access of the candidates to the media weméianed as concerns to be tackled. There
were also concerns regarding the state of emergiwatywas introduced in the aftermath of
the elections.

Voter turnout can in some cases be an indicattheofevel of confidence among citizens that
they can exercise influence through the ballot bosthe elections referred to above the rates
of participation were: Republic of Moldova — 52%gyipt — 31%, Ukraine — 63%, Morocco —
37%, Jordan — 54%, Georgia — 56% and Armenia — 69%.

Several countries (notably Armenia, Georgia, thepuRéc of Moldova, and Morocco)
introduced measures to strengthen the independertéransparency of thadiciary, a key
element of political reformThe overall level otorruption remains worrying in most partner
countries. Georgia, the Republic of Moldova, Momend Ukraine adopted countermeasures
such as anti-corruption screening of legislatiorfol® its adoption, obligatory assets
declarations for high officials, or awareness rajsiLimited steps toward the establishment of
a transparent, accountable and effective public imidtration were taken in Armenia,
Azerbaijan, Georgia, Jordan, Lebanon, the occupadstinian territory and Ukraine.
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As concernguman rights and fundamental freedoms, Jordan (December 2006) acceded to the
Optional Protocol (OP) on the Sale of Children,|€IRrostitution and Child Pornography of
the Convention on the Rights of the Child. Egymt February 2007) and Jordan (in May
2007) acceded to the OP on Children in Armed Cctsflof the same Convention. Georgia,
the Republic of Moldova, Morocco and Ukraine alsade progress toward the ratification of
a number of international conventions. Measuresttengthen institutions responsible for
monitoring and defending human rights were takem lmumber of countries: the role of the
Ombudsperson was strengthened in Armenia and Airmbaa National Preventive
Mechanism under the OP to the Convention againstuii® is being established in the
Republic of Moldova; in Egypt, the National Counfof Human Rights adopted a national
plan of action for the promotion and protectiorhaman rights.

Ukraine (July 2007) acceded to the second OP (#bnliof the Death Penalty) of the
International Covenant on Civil and Political Righf number of countries maintained their
de facto moratoria ooapital punishment, and Jordan also reduced the number of crimes that
carry capital punishment. Casestofture and ill-treatment continue to be reported in most
partner countries, although with very differentdbsv of frequency and severity. Incidents
often occur in pre-trial detention and prison féies. There was some progress in the
prevention of torture and ill-treatment, for instarin Georgia, the Republic of Moldova and
Ukraine. Tunisia and Morocco made some progressdrprosecution of perpetrators. There
are concerns about the independence of the medidére@atlom of expression in many ENP
partner countries. Armenia made progress in impigpthe freedom of the mediRrogress
has been made ogender issues in a number of countries: in Egypt, Female Genital
Mutilation has been formally prohibited; in Moro¢g@n amendment to the Nationality Code
allows the transmission of nationality through thether; and in Tunisia, the procedure to
ratify the OP of the Convention on the EliminatiohAll Forms of Discrimination against
Women has been initiated. The participation of wonme political life has advanced in
Jordan, the Republic of Moldova and Morocco. Stepsnprove the conditions of national
minorities were taken in Georgia, through the implementatmina civic integration
programme, in the Republic of Moldova, with the piglon of an Action Plan to support the
Roma population, and in Ukraine, which ratified tBeropean Convention on Nationality.
Regarding coréabour rights, the ratification and implementation of ILO contiens remains
problematic in a number of partner countries.

As concerns theettlement of regional conflicts, the EU maintains an open dialogue with all
partner countries. The Republic of Moldova and liheacooperated closely with the EU on

qguestions related to the Transnistria settlemefudrtsf The mandate of the EU Border

Assistance Mission to Moldova and Ukraine (EUBAMasvextended until end-November

2009. In the occupied Palestinian territory, thégaotraining mission EU POL COPPS was

reactivated and EU Ministers indicated their readto redeploy the border monitoring
mission EU BAM Rafah as soon as conditions allonvGeorgia, the implementation of a

package of confidence-building measures in Abkharid South Ossetia began in autumn
2007; however results on the path to the settlemietitese conflicts are very limited. Despite

an informal meeting between the Presidents of Aimeand Azerbaijan in June 2007,

progress on the resolution of the Nagorno-Karakmktilict is also limited. Egypt and Jordan

played an important role in the re-launching of frab Peace Initiative, including through

their participation in the Arab League’s follow apmmittee and at the Annapolis meeting in
November 2007. Negotiations on the status of theté/e Sahara were recently re-launched,
but so far there has been little progress.
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Finally, most ENP partner countries are giving @ased attention to improving the
management of their migratory flows and to deepgen dooperation with the EU on this
important policy.

Socio-economic reform

Regarding macroeconomic developments, most ENP partner countries registered high
economic growth in 2007. In the Republic of Moldpgeowth slowed down somewhat due to
the consequences of a serious drought. In Morogceudtural output was also affected by
drought. In Lebanon political instability damagdte teconomy. Countries with important
energy-sector revenues, notably Azerbaijan, expee@ the highest growth rates.
Government budget deficits and overall indebtedngsserally remained manageable.
Inflation rose in most countries, largely owinggimbal commodity price increases, but the
rate of monetary expansion is a concern in somescdilateral trade between the EU and
ENP partners increased substantially, thus strengt our relations, while the trade
balances and the current account deficits of mastnpr countries deteriorated. Increased
foreign direct investment is financing the defidgitsa number of cases. Israel and Jordan saw
improvements in their trade balantethe case of Jordan, the large trade deficit withEU
nevertheless requires continued attention. Azeabaand Algeria recorded budget and trade
surpluses. Israel sustained its substantial groatd) significantly reduced its public debt and
brought the government deficit close to balancee E's position as the principal trading
partner of ENP countries was further consolidatre®007, notably with the accession of
Bulgaria and Romania.

Armenia, Egypt, Georgia, Jordan, and Tunisia maagrgss in improving theibusiness
environment, through measures such as the singilific of company registration procedures,
reduction of licensing fees, or the introduction“ofe-stop shops”. The Euro-Mediterranean
Charter for Enterprise to which most of the Southpartner countries have acceded has
underpinned this process. However, this has nolegeto increased foreign direct investment
in all cases, particularly among some Mediterrariel® partners. In Egypt, Georgia and the
Republic of Moldova, foreign direct investment read record levels in 2007.

Most ENP countries have substantial informal ecadeemand economic governance
generally needs to be improved. Despite relatihédj rates of economic growthost ENP
partners have been contending with high ratesirgimployment, particularly among the
young in the Mediterranean ENP countries. Israel BRraine saw a gradual reduction of
unemployment. A key challenge is the promotion eteht working conditions. Despite
efforts in some countries, the role of women inialoand economic life has not improved
significantly.

The Commission will publish it&conomic Review of EU Neighbour Countriesin June 2008.
Sectoral reform

An overview of progress in other policy areas of 8NP Action Plans, as well as some
governance and economic indicators, can be fourtdeirSectoral Progress Report in annex.
Generally, ENP partner countries made further msgin the transformation of their sectoral
policies, adopting strategies and taking stepsheir path of reform and modernisation and
their integration with the EU economy and marketey introduced new legislation and

strengthened their institutional capacities. Seaondegislation and the administrative

capacity to implement the reforms continue to leerttain challenge. Progress varied in speed
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and depth both between countries and between sedtoseveral ENP partner countries an
increasing commitment to adapt national legislatiorEU law can be observed, in varying
degrees and depending on the seckdoreover, EC financial assistance has increasingly
become policy-driven and focused on the reformrtigs agreed in the ENP Action Plans.

In a number of policy areas, progress can only lelerover time; therefore, the progress
report regularly points to ongoing measures as allo accomplished modernisation steps.
In all areas, the policy dialogue between the E@ BIMNP partner countries was further
intensified.

Sectoral policy dialogue is a crucial platform tbe “partnership-for-reform” that the ENP
entails. The process of creating a public admiaiigtn that responds to the needs and rights
of citizens — providing one-stop-shop businessstegfion; citizen-oriented and corruption-
free police or customs services; effective port aggment facilitating commerce and
transport; or access to environmental informattorgive but a few examples — represents, if
it is sustained, a strong political contributiorgimod governance and the rule of law.

4. MULTILATERAL DEVELOPMENTS

In November 2005 the Barcelona Summit adopted a-yaar work programme and in
November 2006, at the Ministerial Meeting held ianipere, Euro-Mediterranean partners
adopted a work programme for 2007. During 2007, waek done in the four chapters of
cooperation was considerable and the bilateralcypoliialogue conducted within the
framework of the ENP continued to contribute totdo®g progress towards regional
cooperation in many areas. Most of the 21 initediagreed in Tampere were implemented by
the end of 2007. A new set of initiatives for 2088s agreed at the Euro-Mediterranean
Ministerial held in Lisbon in November 2007. Thdipcal and security dialogue focused on
a regular review of the political situation in thddle East, the implementation of the Code
of Conduct on countering terrorism, the deepenihghe dialogue on ESDP and security
issues, the launching of a regional dialogue ontjoooperation in the area of elections and
initiatives related to civil society, human righasd democracy. In the area of economic
cooperation, progress was made on financial cotiparm the framework of the Facility for
Euro-Mediterranean Investment and Partnership (FEMIthe creation of a Euro-
Mediterranean network of public finance expertgyatations on services and the right of
establishment and the setting up of a group of Hficials to further work on the objective
of a Free Trade Area by 2010 and beyond. Dialogas also pursued in a broad range of
sectors, including environmental challenges fadihediterranean partners. In the field of
energy, the Euro-Mediterranean Energy Ministerral@sed a priority action plan for 2008-
2013 in December 2007. Regarding the cultural amdan dimension, a greater involvement
of civil society was pursued. Dialogue focused ssues such as the role of women in society,
higher education and scientific research, and nf@rmation society. The poldal dialogue
with ENP partners was also strengthened following Africa-EU Summit in Lisbon in
December 2007, which adopted a joint African-ElUafégy and a first Action Plan and will
create further synergies in relations between th¢ &nhd African partner countries
respectively.

In March 2008, the European Council approved thenciple of a Union for the

Mediterranean which will include the Member Statek the EU and the non-EU
Mediterranean coastal states. It invited the Corsimis to present to the Council the
necessary proposals for defining the modalitiesvbét will be called "Barcelona Process:
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Union for the Mediterranean™ with a view to the Suinwhich will take place in Paris on 13
July 2008. The Commission will table these proposaliftly and in this process also carry
out consultations with the Southern neighbours

In a Communication of April 2007 the Commission I&ggk out the Black Sea Synergy
initiative as a response to challenges and oppitigarrequiring the enhancement of Black
Sea regional cooperation. This initiative takesaadage of the accession of Bulgaria and
Romania to the EU and Turkey's accession proceskjtds complementary to the mainly
bilateral efforts under the ENP and the other pedi@applied in the region. It offers a new
regional cooperation platform involving the EU, Key, all Eastern ENP partners with agreed
Action Plans and the Russian Federation. Followimg endorsement of the Black Sea
Synergy by the Council, the Commission began impleing a series of concrete measures,
mainly in the fields of energy, transport, enviremt fishery, migration and the development
of civil society. The Commission acquired obsersttus in, and developed working links
with, the Organization of the Black Sea Economim@ation (BSEC). A meeting of the
Foreign Ministers of the EU and of Black Sea Sygeugrtners took place in Kyiv on 14
February 2008. The meeting adopted a Joint Statemaeimching the Black Sea Synergy as a
common, long-term endeavour. In June 2008 the Casion will present a review to the
Council on the first year of the Black Sea Synergy.

5. FURTHER EvVOLUTION OF EU RELATIONSWITH PARTNER COUNTIES
Further evolution in Action Plans

In its February 2008 Conclusions, the Council ulded the central role of Action Plans in
advancing the objectives of the European NeighbmdPolicy. The progress reported on in
the present Communication amply supports this ass&st. Action Plans have been central in
giving operational substance to the contractualtieals between the EU and its partners and
are also becoming important reference points ferdobnor community. As these relations
deepen and as some objectives are achieved whileones are agreed upon, it will be
necessary to adapt these tools accordingly. ThA&lans themselves make provision for
this adaptation, which will allow the increased #iohs of the parties to be reflected in a
document that serves to organise their joint wdhe Commission considers that such tools,
whatever they may be called, will also continud¢ouseful in the context of new contractual
agreements to be concluded with ENP partners.

The experience gained so far during the implemiemtatf the first generation of Action Plans
suggests that future adaptations should lead tardents that are more closely calibrated to
the partner countries’ specific ambitions and cafea; reflecting the differentiated relations
of the EU with its partners, whilst also promotiaghievable steps towards regulatory
convergence with EU legislation and standards. differentiation will also lead to greater
ownership on the part of the partner countries.

The principal features of Action Plans, namely tthety are relatively specific, time-bound
and action-oriented, need to be preserved and wedrdA clearer sequencing of the measures
taken in the pursuit of Action Plan objectives wbalso be useful. In general, the scope of
the Action Plans (i.e. the number of sectors ad@d@)s should be maintained, as this
represents the richness of the relations the Edeisloping with its partners. A realistic
stock-taking of the extent of Action Plan implensmin should be carried out.
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Future developmentsin the relations with partners

The ENP is thus gradually gaining ground as a Vetliar the development of more intense

and fruitful relations between the EU and its parsn The EU must now continue its

approach of 1) intensifying the policy and its dety so that it brings clearer benefits, 2)

pursuing a gradualist, performance-based and diifeated course and 3) showing

willingness to deepen relations with select padenere this is warranted and sought by the
countries concerned.

With four countries, joint work on implementing tiAetion Plans has intensified in such a
way that a particular deepening of relations wik €U is warranted. This will be taken
forward in each case in a manner tailored to thexifip circumstances, consistent with the
overall philosophy of the ENP, including the priplei of agreed benchmarks. Wittkraine,

an ambitious new framework is being laid for th@stpership through negotiations on a new
Enhanced Agreement, which are progressing rapidty vaill include provisions for a deep
and comprehensive free trade area. Republic of Moldova has made good progress in
implementing its ENP Action Plan and shown stroofitisal will to advance further. As the
Council concluded in February 2008, the EU is reamythe basis of sustained progress, to
start a reflection on a new agreement, adaptedha@oRepublic of Moldova's interests and
going beyond the PCA. Discussions are also proggsgith Morocco on concrete ways to
achieve an “advanced status” which could be a bpaat#tage including significant measures
on the mobility of people parallel to progress eadmission. Withsrael, a reflection group

is considering areas where relations with the Edhtnbe upgraded to a special status; this
should include both a deepening of political dialegnd involving Israel more closely in the
EU economy and market and in a number of key Elitiesl

Joint work will continue over a broad range of se&t policy areas witdordan andTunisia,
in support of the countries’ respective reform atzen

With other countries, implementation of ENP ActiBfans began only relatively recently.
Progress withArmenia, Egypt and Georgia will build upon the promising start already
made, in each case taking account of the specifiurostances and ambitions of the
countries. Work is also progressing wilfzerbaijan in a number of sectors, including
cooperation on energy.

In the case ot ebanon and the occupie®alestinian territory, the ENP Action Plans will
provide a solid anchor for reform once conditioesnpit greater progress. In the meantime,
contacts continue at many levels to build confidgeaad capacity. A meeting of the Joint
Committee with the Palestinian Authority scheduledthe second quarter of 2008 is meant
to re-launch the joint implementation of its ActiBtan.

With four countries covered by the ENP, no Actidar® have been agreed, but in several
cases advances in taking relations forward havernteiess been possible. Wiigeria,
implementation of the Association Agreement is pesging well; relations are deepening
rapidly in areas ranging from energy to migratioMith Libya, relations have tangibly
improved; the Commission proposes the negotiatibraro ambitious and wide-ranging
agreement with this important country. Wiyria, relations could be enhanced on the basis
of the draft Association Agreement when politicatemstances allow. While relations with
Belarus at ministerial level remain constrained due toittiernal situation in the country, at
the same time, technical-level contacts are beawgldped. The opening of an EC Delegation
in Minsk will make it possible to strengthen thesatacts as well as links with Belarus’ civil
society.
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A morevisible policy

The December 2006 Commission Communication notecéed for an increased visibility of
the European Neighbourhood Policy to advance owieref the reform process, and to
underpin the EU’s support for its neighbours ay tt@me closer to the Unio#longside the
conference held in Brussels in September 2007gimgntogether ministers and civil society
from the EU and partner countries, 2007 saw a nahiikerease inthe general public's
awareness in many partner countries of Action Rammitments and in the focus of civil
society organisations on the ENP. Within the EW iimportance of strengthening relations
with our neighbours has moved closer to the ceasfttke policy debate. The Commission will
build on these achievements, in cooperation wighatier Institutions, the Member States and
partner countries.
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