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PRIORITY AREAS OF THE CZECH REPUBLIC'S PRESIDENCY O F THE
COUNCIL OF THE EUROPEAN UNION

Introduction

The Czech Republic’s Presidency of the Councilhef European Union in the first half of
2009 is sure to be a challenge of exceptional itapoe for both political leadership and state
administration in the Czech Republic. The way tlzedh Republic copes with this task will
have a major impact on its reputation and standmgd-urope. Accordingly, the Czech
Republic’s prime objective should be to ensure mmetent Presidency. The ability to listen
to other Member States, insight into and anticgraif their standpoints, the playing of a
facilitative role and the adeptness at proposingmomises — these are all keystone qualities
expected of the country holding the Presidency.tBy same token, prerequisites for a
successful Presidency are smooth coordination tadnah level and communication with the
Permanent Representation in Brussels, which makestisat the Presidency speaks with one
voice in Brussels. Another precondition for succissthe seamless technical and logistical
backdrop required for each event in the host cgunihe achievement of programme
objectives, then, is just one area taken into awcauvhen assessing the success of a
Presidency.

The priority areas of interest of any Presidenay @etermined both by its own preferences
and by external factors. The Czech Republic’s aotbifor its Presidency should be to leave
its mark on the direction taken by Union policiesl @eliver its own initiatives. This ambition
should be the product of national debate and, patigally, should take into account the
status and interests of the Czech Republic withenEU, as well as those of other Member
States. The main external factors include the igatied global political and economic context
in which the Czech Presidency will take place, ltrey-term direction pursued by the Union
as a whole, the European Commission’s plans, aadptiicy preferences of France and
Sweden. These factors will determine the contedtsmale of the agenda carried forward into
the Czech Presidency from previous tenures.

By all accounts, the Czech Presidency will be affédy the end of the term of the European
Parliament and the current European CommissiormHRre perspective of the way the EU
works, it is important that the Czech Republic baid the first Presidency to operate within
the new institutional set-up stemming from the Rafdreaty, or — if difficulties arise with
the ratification of the new Treaty, or if it is eefed — to have to deal with the resultant
situation. In global terms, another external facwlt be a new administration assuming
office in the USA. Furthermore, the Czech Presiganast be in a position to deal with other
unpredictable situations that may occur in Europglabally.

In 2009, Europe will celebrate the twentieth anrsaey of the fall of the Iron Curtain and the
fifth anniversary of the biggest ever enlargemdrthe European Union. In the light of these
historical lessons, the Czech Republic is partitplaensitive to the persisting obstacles
hampering the European integration process, edjyeiciaelation to the internal market.. The
Czech Republic plans to discuss the effects ofrgataent on the functioning of the EU
economy at informal EU Council meetings, and witgmare a conference for the professional
public. The continued existence of obstacles mékiegpossible to fully exploit the potential
of individual Member States and the Union as a whaAt the same time, the Czech Republic
IS conscious of the fact that the EU is sometimesved from the outside as a closed



community. With this in mind, the Czech Republicizain motto for its Presidency is
‘Europe Without Barriers'.

Internally, the Czech Republic wishes to draw aitento the transitional periods for the free
movement of workers, obstructions hindering the fn@ovement of goods, services, persons
and capital, the problematic functioning of theem@l market in energy, the excessive
financing of traditional policies (especially the@mon Agricultural Policy) holding back
extra funding for pro-growth policies, the needingprove and streamline the regulatory
environment of the EU, and the need to deepen rhet@eration between EU Member
States in the fields of justice and home affairs.

As for the external dimension, the Czech Repuliesiders the main barriers to be the low
level of liberalization in trade with third courgd, the Union’s inadequate energy policy, the
slower pace of EU enlargement, and the obstaclestirex to transatlantic economic
cooperation. We need to press ahead with the oreatia common EU migration and asylum
policy following the dismantling of barriers thaindered the mobility of people between the
Union’s Member States, and in the same vein we teeadhieve greater external openness.
Further to the motto ‘Europe Without Barriers’, eech Republic has set five priority areas
for its Presidency of the Council of the Europeandd. An key area of interest for the Czech
Presidency will be A Competitive and Open Europe. In this way, the Czech Republic
wishes to express its support for the existinggyoteform programme both at EU level and
in each Member State (the Lisbon Strategy ). Atdamme time, the Czech Republic expects
the promotion of EU reform efforts to drive forwattte reform impulse on a national scale.
The principal priority area, A Competitive and OpEuorope, is joined byther priority
areasplanned for the Czech Presidency:

 Sustainable and Secure Energy
* A Budget for Europe’s Future

» Europe as a Global Partner

* A Secure and Free Europe



A Competitive and Open Europe

The Czech Republic is keen to promote this keyrpyiarea by placing an emphasis on
increased competitiveness, promoting the four freesd and liberal trading policies. This
choice can be explained by a number of reasonsappeximation of the Czech Republic to
the average level of economic development in the iElAn outstanding achievement.
However, the flip side is the gradual loss of thee€h Republic’'s competitive advantage
exploiting low costs and the undervalued currefitye loss of cost benefits therefore calls for
new sources of competitiveness — support for thgplguof unique, high value-added,
systematically innovated products and processegdupseal and applied by a well-educated
workforce.

Fostering competitiveness, largely linked to thecsssful implementation of the Lisbon
Strategy, i.e. the Strategy for Growth and Jobsipnally and on a Union scale is a major
challenge from the perspective of the Czech Repuldlintil its review in 2005, the
implementation of the Lisbon Strategy had delivaredangible results in relation to the goal
initially set. Europe is presently making headwaythe wake of a review of the policies
incorporated into the overall strategy for strongeonomic growth and higher employment.
Nevertheless, the EU continues to lag behind tmepedition in many important fields. The
steadily shifting position of rapidly emerging eoaomes, especially in Asia, in the global
economy is a major challenge for the EU. These tmsnare now starting to compete with
Europe in technology-intensive segments, and céar attractive conditions even for more
technologically demanding foreign investments.

As 2010 approaches, and with the end of the marafatee current European Commission,
which set the Lisbon Agenda as one of its priodbjectives, we are likely to see a more
heated debate on how to continue the process oéadsmg the EU’s competitiveness.
Therefore, it can be expected that the Spring EranpCouncil, which regularly deals with
the Strategy for Growth and Jobs, will be dedicdtedhe most part to a debate on the future
direction of Europe in relation to the progressiaetd by the region. The Czech Presidency
should be prepared for this debate. Although newnbkr States’ interests in the field of
reforms to increase the EU’s competitiveness agatidal to the interests of the EU-15, it is
the new Member States which, given their mediuransity technological structure in
traditional manufacturing and processing industrége at greatest risk from the competition
posed by the emerging Asian economies. Accordinglyformulating support policies the
Czech Republic should make a special effort to tate@ account the specificities of the new
Member States, whose competitiveness parameteasgeseral rule, differ from those of the
former EU-15. This will place extraordinary demamaiscoordination, as the preparations for
the conclusions of the EU’s Spring Summit will beged in various Council formations, in
particular within Economic and Financial Affairs @wil, the Competitiveness Council, the
Employment, Social Policy, Health and Consumer idfaCouncil and the Transport,
Telecommunications and Energy Council.

One of the key enabling factors in increasing Elthgetitiveness isnnovations, which are
dependent in particular on the quality and quamtitinvestment ireducation, research and
development As mentioned earlier, an important prerequisiterf@intaining a competitive
edge long term is a high-skilled workforce, i.ee thuantity and quality of investment in
education. Promoting learning among the populattso contributes to Europe’s social
dimension, which underlines the coherence of efficy and equality aspects, especially
equal opportunities and social participation, amastthe removal of barriers hindering social



mobility and inclusion. Increasing the permeabibfyeducation systems among EU Member
States increases the mobility of students and &rackhigher mobility increases prospects on
the labour market and, by the same token, sigmifigacontributes to personality
development. Accelerating technological developmant the growing momentum of
production, investment and research activitiestgxessure on the need for the workforce to
adapt systematically to the changing demands planegualifications, knowledge and skills
throughout workers’ professional lives. Therefopegmoting lifelong learning is a major
precondition for an increase in competitivenesslal®ur mobility increases in tandem with
skills levels, besides education another importéattor is the attractiveness of the
environment, especially in the fields of resead#welopment and universities. It is no secret
that the EU is still grappling with the problemlwfin drain to the USA and its own weaker
position in attracting non-European brains to Eerogther than the USA. The brain drain
could also be avoided if the education systems weoee flexible, making it easier to
combine studies, further education and family [ifee problem with most EU Member States
is the weak links between different institutionat®rs in the innovation process, especially
between the academic community and the business skrtaddition, innovation as a priority
is closely in compliance with the ‘European YearGQykativity and Innovation’, which the
European Commission plans to proclaim in 20009.

The Czech Presidency’s activities should therebmegeared towards the strengthening and
further development of theuropean Research Areathe aim of which should be to create a
single, attractive labour market for researchens2009, the Knowledge and Innovation
Communities are also likely to start operatinghia tontext of the new European Institute of
Technology. The Presidency will also be involved ancommon priority of the whole
Presidency Troika — an impact assessment of thelic@ation of European research.

Besides education, research and development, immorprerequisites for innovative

performance are the degree of competition, quabdtyregulation, business conditions,

flexibility of the labour market and the free mowemh of persons. It is in the Czech
Republic’s interests to preserve a certain fornta@fcompetition (e.g. corporate income tax
rates). Another indispensable factor for the dgwalent of innovation is the improvement of
the protection of intellectual property rights, luding an integrated and affordable patent
system.

In the field ofcompetition, the Czech Republic will support the ongoing madetion of
European competition law, which aims to adapt Comigucompetition legislation to the
conditions of the enlarged EU, achieve greateitgland simplify the relevant rules.

Another important issue for the Czech Republioisriprove the regulatory environment.
The heavy administrative burden and level of retjpaattached to the European economy
are often regarded as main drivers impinging onpbtntial and competitiveness of the
business sector. The current Commission has maslsubject its key challenge. At the end
of 2008, the European Commission is due to put dodwdraft changes to EU legislation,
which results in an unnecessary legislative burdée. European Council’s spring summit in
2009 will also address this issue. The Czech Peasidshould seek a consensus as regards
the setting of further goals to reduce the admialiste burden in different areas. The Czech
Republic is among a handful of EU Member States hlage set themselves the quantitative
goal of reducing the administrative burden; the dbzRepublic has already conducted an
analysis measuring the administrative burden. Agrotmportant theme will be adherence to



the Council’s commitment to introduce the compulsassessment of the impacts of EU
legislative proposals on the private sector.

The subject of better regulation is of fundamenmntgdortance forsmall and medium-sized
enterprisesin particular, as they find administrative reguwatian excessive burden. By the
same token, small and medium-sized enterprisesighaut the EU account for the lion’s
share of employment, and in many counttiesy are the drivers of economic growth and
innovation. An important mechanism to improve cdnds for these undertakings is the
exchange of experience between Member States. @isrPresidency, the Czech Republic
will organize a conference on the European Chéotetmall Enterprises, the prime objective
of which will be to share best practices concerriimgy operation of small and medium-sized
enterprises in individual EU countries. An impottesue at the time of the Czech Presidency
therefore seems to be support for an increaseershiare held by small and medium-sized
enterprises in exports and the development of sesvihat help to establish companies on
foreign markets.

As a country with a long-standing industrial tramht during its Presidency the Czech
Republic should focus on key areas that will helgrease the competitiveness of this sector.
In the context ofndustrial policy, the Czech Republic, as a country attractive éoeifin
investors, will concentrate on how relocating irtdas resources to countries with lower
production costs (delocalization) can fuel the giowf EU competitiveness and national
economies. With a view to steady growth of EU cotiipeness, attention will also be paid
to the development of new technological procesbes tan be used for greening. The
Commission’s medium-term outlook for 2009 also enpasses specific activities in the
automotive industry (the mid-term review of the C3R initiative) and the chemical
industry.

Another important aspect in achieving greater Elthpetitiveness is the rigorous drive to
intensify the internal market, the functioning of which (in the form of the fre@vement of
goods, services, persons and capital) is faced @ethain restrictions. In this respect, the
Commission has published its revised Internal Mia8teategy in Novembethis review sets
out legislative and non-legislative initiatives ¢ime internal market which the European
Commission plans to roll out in the upcoming yedise Czech Presidency should attempt to
start a debate on the further liberalization of skeevice sector; in this respect, it would be
advisable to organize a conference on the subfabiedree movement of services within the
EU.

Advances in information and communication technglbgve intensified services as a subject
of international trade. Nevertheless, service mdiriagmentation means that services take up
a share of less than 5% of GDP in trade betweerMgebhber States, which reduces pressure
to increase competitiveness in this sector. Deshéaecently adopteDirective on Services

in the Internal Marketthe situation as regards tfie movement of servicess hardly
satisfactory. If entrepreneurs and recipients afiises are to benefit from the directive,
timely and correct implementation is a prerequisitiee main bulk of tasks connected with
the finalization of the implementation work willk place during the Czech Presidency. The
Czech Republic should consider whether, duringPitesidency, to encourage a debate on the
further liberalization of the service sector. Thee€h Republic will also strive to consolidate
the rules of compensation for health care so th& more transparent and facilitates the
greater mobility of individuals.



As regards thdree movement of personsthe Czech Republic advocates the abolition of
transitional periods in all EU Member States. Tiee fmovement of persons can help increase
productivity and the innovation performance of camies by smoothing the way for the
influx of new capabilities and ideas. The positiviuence of the free movement of labour on
GDP growth and on the creation of the workforclbdme out by the experience of the United
Kingdom, Ireland and Sweden. In April 2009, theassetphase of the transitional period for
restrictive measures relating to the free movenoénworkers and the second phase of the
transitional period for the free movement of wosker relation to the provision of services in
Germany and Austria will come to an end (as wi thitial phase of measures applicable to
Bulgaria and Romania). The Czech Presidency’s ipyianill be to underline the importance
of all the fundamental freedoms of the internal ketirand to seek the abolition of the
transitional measures applied to the free moveroeworkers.

From the Czech Republic’s perspective and in threecd of the Presidency’s motto, ‘Europe
Without Barriers’, the remaining areas of the EWiternal market also remain a priority. In
the free movement of goodsthe Czech Republic will focus on Community regolas
which are regarded by certain Member States andhbyCommission itself as a jungle.
Although some issues are addressed in numerouRtiegs, many basic terms have yet to be
defined. One of the Czech Presidency’s prioritibgn, will be to continue the thorough
review of EU legislation relating to the ‘New Apch’ Directives.

As regards théree movement of capital a smoothly operating sector of financial services
and efficient financial markets are fundamentarguaisites for a sound economy at national
and European level. An internal market adequatelyilized by the legal framework yet still
dynamic and with well-regulated financial serviceakes it easier for entrepreneurs to obtain
the capital they need for further investment, aod donsumers to see their savings grow
safely and at an advantageous pace. On the othdr has in financial services that Europe
suffers from a persistent high degree of fragmematespecially as regards retail banking.
Therefore, in the future financial services shdwtdharmonized in a move combined with an
increase in the level of financial literacy amomgsumers and greater consumer protection.

One of the major challenges for Europe’s competitess and for the sustainability of the
standard of living enjoyed by its populationdemography. Rapid population ageing has
affected many EU countries, and the Czech Repuislimo exception. The negative
demographic trend can be countered by suitableipslensuring the long-term sustainability
of economic growth and public finances (reformstloé pension, health and social care
systems, including policies securing a high levElparticipation on the labour market,
especially among older citizens). The employmenicpmeeds to be effectively connected
with the policy of active social inclusion and taeailability of quality social services. The
Czech Republic will also focus on assessing thelicgajions of the flexicurity concept,

concentrating on the adequacy of social protectidren people’s employment situation
changes, and on increasing the motivation to fimdi@cept new employment.

The development of th€rans-European Networks is geared in part towards increasing the
EU’s competitiveness. This will help achieve obies relating to the internal market and
will enable EU citizens, economic entities and oegi to fully exploit the creation of an area
without internal borders. In 2009, the European @ussion is due to submit a report to the
European Parliament and the Council on the implé¢atiem of Community guidelines for the
development of the Trans-European Transport Network



Even before joining the EU, the Czech Republic i@plpdliberal trading policy, and applies
the same approach to negotiations within the EUth&scountry holding the Presidency, it
will draw on these principles and promote a libdérabling policy throughout the EU. The
need to increase the emphasis on trade policy aseans of driving forward external
competitiveness, economic growth and the creatfomews jobs has even been incorporated
into the EU’s new trade-policy strate@tobal Europe: Competing in the Worlaind into the
revised Strategy for Growth and Jobs. In this respgbe EU is keen to make the effort to
improve access to third-country markets (especedlgess to raw materials), to remove non-
tariff barriers to trade, and to rigorously enforicgellectual property rights. The Czech
Republic, in line with its programme priorities, Iwpromote the implementation of this
strategy.

For the EU, the main platform in the context of tifgeralization process remains the
liberalization of the multilateral trading systerh tbe World Trade Organization (WTO).
During its Presidency, the Czech Republic will try implement the WTO’s Doha
conclusions, according to which the EU market stiooé more open to imports from
developing countries. Parallel to the multilatesgdtem, the Czech Republic should back the
Commission’s efforts to negotiate trade agreemewite promising business partners or
regions (e.g. with Korea, India, ASEAN, Mercosure tAndean Community, countries in
Central America, and potentially China) and, orfee grerequisite conditions have been met,
to negotiate trade agreements with the EU’s claseighbours (Russia, Ukraine).



Sustainable and Secure Energy

For the EU and all its Member States, a key isdupresent is secure, sustainable and
competitive energy. The Union must be capable,him foreseeable future, of finding an

adequate response to the external pressuresxpa@sed to in this area. In particular, it needs
to cope with the accelerating process of climatnge and with the fact that roughly 90% of
the world’s oil and natural gas reserves are latatgolitically unstable areas. In the context
of the Czech Presidency’s main priority area, tizedh Republic is fully conscious of the

importance of competition in public service sectfetectricity, gas, telecommunications,

transport, postal services) for consumers andh®companies who use these sectors.

During its Presidency, the Czech Republic will atbte the rigorous implementation of
existing efforts to create a common energy strathglalso encompasses a strategic concept
of energy security for the EU as a whole. Increasmaperation here is essential for the stable
economic development of the Union, which is depahde large part on regular supplies of
energy. Another equally significant goal will beethdvocacy of comprehensive measures
culminating in the restricted impact of energy proiibn on the global climate. In all these
steps, the right of each Member State to decidésayverall energy mix must be respected.

The Czech Republic is prepared to hold negotiatmnsdividual themes stemming from the
implementation of thé&nergy Policy for Europe Action plan (2007-2008pproved by the
European Council in March 2007. During these negots, it will be necessary to
concentrate on three key areas which, togethem fine kernel of sustainable and secure
energy: a) the safeguarding of resources, the ysabét energy transmutations, the
transmission, distribution and supply of energyhe final consumer, b) the preservation of
competitiveness, c) the protection of the climaté #he environment.

A major challenge for the Czech Presidency willgadoly be the finalization of negotiations
on legislation laying down rules for the internahnket in gas and electricity (i.e. the third
liberalization package submitted by the CommissionSeptember 2007). The Czech
Presidency will evidently also coincide with dissiomns on the directive on renewable
sources of energy, which the Commission is duaibont in December 2007. By reference to
the Commission Communication on the Updated Strategerdgy Reviewto be presented to
Member States by the start of 2009, the Czech Rigpultl prepare some of the conclusions
of the 2009 Spring Summit with specific initiativies further energy policy developments in
Europe. On the international stage, the Czech dR¥esy will have the significant task of
leading negotiations, on behalf of the whole of B¢ concerning global measures to soften
the impact of climate change in the post-Kyoto qeri

The security of energy supplyis a key issue today that has a bearing on ecanaml
political stability in the European region. The sbtuent elements of energy security must be
well-functioning markets and the diversification efergy sources, geographic origin and
transmission routes. EU Member States must workthey to improve their resiliency and
reduce the vulnerability of critical infrastructune the face of present and future security
threats. The Czech Presidency will channel greaftart into making headway in the
common approach to energy policy so that each staiperates and respects the interests of
others as much as possible. In connection withriipgementation of the second Action Plan
under the Commission’s Strategic Energy Reviewisinecessary to focus primarily on
increasing the security of oil and natural gas 8appvhile reducing the EU’s dependence on
imports of these strategic raw materials. Theseativjes should be achieved by seeking out
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alternative opportunities for the supply of oil amatural gas to individual EU states and by
introducing alternative fuels in transport togettéth support for the use of domestic energy
sources, based on the possibilities open to the hdeiBtates. An effective monitoring system
needs to be set up to avoid energy crises oreif ttcur, to resolve them promptly. All these
issues will be consulted in detail with both EU ar@h-EU partners with a view to ensuring
the corresponding security and stability of supply.

A reliable, safely functioning internal market in dectricity and gas is instrumental in
reinforcing the EU’s competitiveness in the enesggtor. Accordingly, during its Presidency
the Czech Republic will strive to round off talks the third liberalization package of energy
legislation, which should inter alia establish adional model of regulation within the EU
capable of ensuring the issue of binding decisidhss model is essential for the creation of
the stable, predictable environment required forestiment and cross-border issues. In
connection with the preceding and following Presae the Czech Republic will pay due
attention to the issue of investments and othetargto finalize the necessary transmission
capacities in and between Member States. All thesges will be consulted in detail both
with EU and non-EU partners with a view to ensutimg corresponding security and stability

of supply.

The Czech Presidency will intensively tacklenate changeas the EU plays a leading role
in this area on the international stage. The sushde use of energy sources and the reduction
of emissions must be consistent with the policpmattecting the Earth’s climate system. As a
party to the United Nations Framework Convention @imate Change and its Kyoto
Protocol, the Czech Republic is involved in aciegtat EU level and on an international
scale. Climate change will be one of the key issngéke EU’s external relations, and will be
discussed with third countries at various leveais)uding ministerial meetings and summits.
From the perspective of the environment, the ptmteof the climate is a clear priority of the
presidencies of the Czech Republic, France and &wetherefore, they agreed to work
together on preparations for a climate change readoovering all three presidencies with a
view to the successful completion of discussionsndividual subjects at EU level and on an
international scale by the end of 2009. The CzeekiBency will be geared to a debate on the
review of Directive 2003/87/EC on greenhouse gasssion allowance trading and other
market-based instruments proposed to achieve thks @b environmental protection, which
are to be presented jointly to the Council in tbatext of the climate/energy package. At the
same time, a debate needs to start on the oppietiaind risks of applying modern low-
carbon technology and, in the same vein, apprapaaid efficient adaptation measures to
soften the negative impacts of climate change.

The fostering of stable relations with third cousgdgrin energy-related matters is a matter of
fundamental significance for the EU. These stablations need to be built up with suppliers,
consumers and transit operators of energy suppAesordingly, during its Presidency the
Czech Republic will promote stronger dialogue witese countries and groups, and will push
for the creation and implementation of a comreaternal energy policy for the EU.To this
effect, cooperation and coordination at EU levell wave to be increased. The Czech
Republic will pursue the priorities of the EU’s extal energy policy under the 2007 Action
Plan and will pay due attention to the updatinghad policy in the new action plan. In this
regard, the EU’s energy partnership with Russia ted effective implementation of the
European Neighbourhood Policy will play a crucikr
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During its Presidency, the Czech Republic will anege debate on the use of all available
energy sources and their efficient use in line whith EU’s climate protection commitments.
The long-term objective is austainable, effective and diverse mix of energy siwes
culminating in the fulfilment of the goals of seewsupplies, competitiveness, and sustainable
development. In discussions on this subject theelCR¥esidency will draw on the initiatives
contained in the EU’s secoi@trategic Energy Reviewsed for the preparation of teecond
Action Plan on an energy policy for Europe (201@-20 The Czech Republic will support
the EU’s existing efforts in the pursuit of its egye policy objectives by promoting energy
efficiency, the efficient use of domestic energyrses, and the diversification of energy
supplies from external sources (including transimrssoutes). In the light of the EU’s future
energy demand outlook, the Czech Republic will en@ge an appropriate reinforcement in
the range of sources and an increase in the aitdylam this regard, the Czech Republic will
support coordination at European level.

Enhancing energy efficiency will contribute to all three energy policy pillars,e.
sustainability, security and competitiveness. Reduenergy demands in EU countries
through energy savings is therefore a significdmginte that will be raised by the Czech
Presidency. The en-masse roll-out of new technoletjyalso be of paramount importance
for consumers in the EU. In the energy sector aestiorts will have to be channelled into the
coordination of research and development along whih corresponding efficient use of
financial resources invested in this area. Withardgto the legislative instruments used to
achieve this objective, the Czech Presidency wilicentrate on reviews of the directives on
labelling and the energy efficiency of buildingshieh should be submitted to the Council
during 2008.
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A Budget for Europe’s Future

In the first half of 2009, the Czech Presidencyl \ve the considerable challenge of
mediating a debate on a review of the EU budgdtargework. The heart of this debate will
be linked to the reform of th€ommon Agricultural Policy (CAP), which has been the

long-term recipient of the lion’s share of fund®eaated every year under the EU budget.

The budget is a key instrument in the implementatibUnion policies. Therefore, it must be
viewed primarily as an investment in the EU’s fetuthe Czech Presidency will aim to make
an active contribution so that this investmentoisthe benefit of EU citizens and so that its
long-term rate of return is as high as possibles iftecessary to ensure that resources from the
Union budget are used effectively and that the tepy are managed keeps pace with the
current requirements of the EU as a whole in a ajladronomic context. CAP reform,
together with the planned decrease in the shatbeobudget earmarked for agriculture in
favour of more expenditure on education, reseatetielopment and innovation, plays a vital
role in this respect. Furthermore, efforts to cadvicultural expenditure, especially farming
subsidies, directly overlap with the negotiatioristtee World Trade Organization, and are
therefore linked to the liberalization of EU trgaldicy.

In discussions between the representatives of Mei@tades and EU institutions, the Czech
Republic will promote the widely shared stance (tlifathe EU is to hold its ground in the
future in a dynamically developing global economayreview of its budget is absolutely
imperative. The continuing modernization of the Bgenda, responding to challenges and
risks primarily connected with the process of glaadion, is logically reflected in the need
to change the structure of the revenue and experdipolicies. From the long-term
perspective, the EU will find it impossible to m&im its competitiveness in the global
economy unless it reforms the budget and cuts peading on CAP. For this reason, the
Czech Presidency will pay special attention to tigective of budget review and CAP
reform.

The Czech Presidency will follow up on the conabasi reached by the European Council of
December 2005, according to which a full and wialeging review should be conducted
covering all aspects of EU spending, including @&P, and of resources, including the
British rebate. AWhite Paperassessing the current situation and offering ifs¢ proposals
concerning all aspects of EU expenditure and rezemuill stimulate discussion on the future
of the European budget. The Commission will sulihet White Paper by the end of 2008 or
at the beginning of 2009. Bearing in mind the hpg®portion of budget expenditure taken up
by CAP, the issue of its further development wdlvl a fundamental impact on the overall
result of the debate. That said, the review witeetf all expenditure policies, including the
policy on economic and social cohesion, which dartsts the second largest expenditure
heading of the European budget in terms of voluimis. likely that simultaneously with the
debate on changes to the expenditure, the discussithe revenue side of the budget will be
carried out. Here, the Czech Republic will promibte abolition of the VAT-resource and of
all corrections on the revenue side, and will ogpiagroduction of new budgetary sources. In
any case, the Czech Republic stands ready, as edebaterator, to make an active
contribution in the search for a compromise thal lvanefit the EU and its citizens.

It will be very difficult to reach any agreement dhe substance of the CAP reform

concurrently with a consensus on financial aspasthe two issues are interrelated. It is clear
that the French Presidency and the Commissionpugh for at least a partial separation of
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the talks on CAP reform from the discussions onbiheget. Nevertheless, there is always the
possibility that the two aspects of reform will bebated at the same time. In any case, the
Czech Presidency will place an emphasis on the maipose of the review, i.e.gaadual
reduction of CAP share in expenditure side of the ldget This key aim will have to be
pushed through against a background of debateefotmulation of the new objectives and
values that agriculture provides to EU citizens.

The Czech Republic expects that the debate on theuglget review will be rather general
without any quantification of the financial aspectdowever, the conclusions of the
negotiations on the budget reform will form thertg point for negotiations on the financial
perspective for the period after 2013.

The Czech Presidency’s activities will depend oe thming of the publication of the
Commission White Paper. If the Commission presémesWhite Paper in the first half of
2009, the Czech Republic will merely launch theonef debate. Apart from the conclusions
of the European Council in spring 2009 which magaawn the further direction of CAP, no
specific conclusions can be anticipated for indialdpolicies. Therefore, the Czech Republic
will pay particular attention to reaching an agreeton the roadmap for further talks and the
setting of appropriate procedures. A more detallglohte would then be left to the subsequent
Swedish Presidency. If the White Paper is publisakdad of the Czech Presidency, the
Czech Republic will steer the debate towards thstsunce of a possible budget review.

With regard to CAP, a prerequisite for the sucaddsiindling of the presidential role will be
the Czech Republic’s ability to influence the diree of the discussion on the future model
of CAP in accordance with its priority objectivess a basis for talks on the reform of the
agricultural policy and for the subsequent debateéhe post-2013 financial perspective, the
Czech Republic will have to prepare its own positmn the future model of CAP. The
overarching objective of all modifications will lte rationalize the resources earmarked for
CAP from the EU budget and redirect them to padicmontributing to the long-term
competitiveness of the European economy.

Besides an overall reduction in direct expenditmeagricultural production, a high priority
of the Czech Republic shall be to maintain the wfléhe policy on economic and social
cohesion and to reinforce its territorial dimension The main role of the cohesion policy
lies primarily in actively reducing the gap betwedgveloped and lagging behind Member
States and regions with the aim of promoting a nbatanced and sustainable development of
the EU. As a result of the higher economic growtimiajority of the less developed Member
States and of further enlargement of the EU, ateti of the next programming period a
topical issue will be the possible loss of eligtigifor financial assistance from the Structural
Funds and the Cohesion Fund. Therefore, duringrgsidency the Czech Republic will strive
to find a mechanism which would safeguard the faggiof further availability of European
resources for relatively weaker regions. The prasgg for a successful discussion will be
the Czech Republic’s ability to analyse the cowasd results of negotiations on the 2007-
2013 programming period and the initial experiengaged from the implementation of
structural assistance. Soon after the White Pagaublished, the Czech Republic will have to
set out its own position on how the policy showdM like in the future.
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Europe as a Global Partner

The foreign policy dimension is traditionally placamong the Presidency’s priorities. Here,
the country holding the Presidency takes into actthe latest developments in the Union’s
foreign policy; logically, special attention is gab those aspects of external relations or areas
in which the country has a larger presence, esiheamview of its geographical location,
history, own foreign policy bent, and security awbnomic interests.

In the field of external relations, the Czech Rdjutrimarily focuses on contiguous regions,
which undoubtedly has a trade and economic conféxt. Czech Republic has identified
three areas on which it is keen to concentratenduits Presidency of the Council of the
European Union: transatlantic relations, the regjiof the Western Balkans and Eastern
Europe.

The relationship between Europe and the UnitedeStabr transatlantic cooperation,
represents a traditionally important area of Elenest. The transatlantic area is based on
common civilization values and close links nurtuger the centuries. These include the
field of political security (respect for human righfreedom and democratic values, security
cooperation in the context of NATO, the global gtle against terrorism), economics (a
stress on the free market economy, liberal tradepetion, steadily rising economic
cooperation to sustain economic growth), and cknwtange (the shared commitment to cut
emissions under the Kyoto process, commitmentsmitie G8).

In the context of new security threats and risks] &#om the perspective of the Czech
Republic’s security and long-term interests, iingperative to maintain and keep developing
transatlantic relations between the EU and the USlAse transatlantic cooperation and the
fostering of the USA’s marked involvement in Eurepeonsistent with the Czech Republic’'s
long-term national interests. Transatlantic coopenawill be one of the prime objectives of
the Czech Presidency. President Sarkozy’'s Frenabrdacy will place an emphasis on the
complementarity of the EU and NATO. The Czech Rdpisbinterest at the time of its
Presidency will be to harness these impulses imagpropriate manner and guide them
towards a stronger role for NATO as a transatlantiping stone and a key platform for
dialogue on security issues between the EU and 8%

In the context of the EU's Common Foreign and SecuPolicy (CFSP), during its
Presidency the Czech Republic will promote effextaooperation between the EU and
NATO, especially as regards the building, developinand financing of military resources,
their mutual complementation, and where appropdaf@oyment in international operations.
The Czech Republic will strive to raise current pe@tion at technical level to the plane of
political dialogue between the two organizationstrategic challenges and security risks.

Economic partnership plays an indispensable roleuro-American relations. The EU-USA
Summit in 2007 presented certain new mechanism<ooiperation, in particular the

Transatlantic Economic Council. The transatlantiarket is open and integrated to a high
degree; the significance of mutual economic refegjon the light of the scale and intensity, is
uncontested. During its Presidency, the Czech Repulil try to further mutual economic

convergence and remove barriers to mutual trade.primcipal foreseeable event during the
Presidency will be the EU-USA summit in Washingtarhere the new US administration
will be representing the America side for the fiiste. This summit will be preceded, about a
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month in advance, by a meeting of the Foreign MéngsTroika (the EU high representative,
the foreign minister of the country holding the Ptesidency, and the US Secretary of State).

The priority projects within the scope of econoroaoperation (intellectual property rights,
investment, trade security, financial markets amdovation) were defined in the outline
Framework for Advancing Transatlantic Economic greion at the G8 summit in
Heiligendamm (2007).

Under the Czech Presidency, high-level dialoguecbmate change, clean energy and
sustainable development will continue. In view bé tdebate on the post-Kyoto structure,
which is set to reach a head during the Czech dRmesy, difficult negotiations are probably
in store. Political dialogue on border and transgecurity will also be led under the Czech
Presidency.

During its Presidency, the Czech Republic will fe@n fostering the cooperation of the EU
and the USA in third countries. Besides Eastern Smuath-Eastern Europe, where the Czech
Republic can be highly active in the light of itsogolitical position, national interests and
specific historical experience, cooperation shoalsb extent to other regions, e.g. to the
Middle East, Central Asia and Latin America. Duritgy Presidency, the Czech Republic, in
conjunction with the USA, will try to support theexkelopment of democracy and human
rights in the world.

An important EU-Canada summit is planned, the slgéwhich could reflect current trade

and economic relations. With regard to Canadanttie will centre on cooperation in the

field of crisis management, economic relations lanchan rights, as well as energy industries
and the environment — including the issue of clamelhange — in the context of existing
mechanisms.

Another of the Czech Presidency’s main prioritiedl Wwe to strengthen the European
perspective of countries in thé&/estern Balkans under the Thessaloniki Agenda. The
assurance of the European perspective of the WieBtkan countries is realized under the
Stabilization and Association Process (SAP), wiscsteadily transforming into an accession
process. The progress made by Western Balkan cesindwards membership hinges on the
speed of internal reforms, as well as complianaé WAP criteria and accession criteria. In
this respect, the International Criminal Tribunat the Former Yugoslavia plays a specific
role in cooperation. The way the status of Kosawvdandled could have a bearing on the
Western Balkan countries’ accession process. Ampessegotiations with Croatia were
launched in October 2005. Former Yugoslav Repudilidacedonia, granted candidate status
in 2005, now awaits the launch of accession negotisa For Kosovo, atsAP Tracking
Mechanismis in place in view of its unresolved statlisthe independence of Kosovo is
recognized by EU Member States, the same SAP mstits will be applied to Kosovo as
those used for the other countries in the regiad, rregotiations will open on a readmission
agreement and on a visa facilitation agreement. Ohech Republic will endeavour to help
Western Balkan countries proceed as far as theymitaim the scope of the SAP during the
Czech Presidency.

From the perspective of long-term support, develems in accession negotiations between
the EU and Croatia are important for the Czech Bekguheir culmination in the first half of
2009 is one of the key priorities of the Czech Ragis Presidency of the Council of the
European Union. The completion of accession negymtis with Croatia is conditioned by the
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following factors in particular: the general palal atmosphere as regards to further
enlargement, the finalization of institutional nefg progress in accession negotiations and,
ultimately, the unrelenting momentum of the paceeform and observance of a roadmap
under which Croatia will deliver on its commitmenihie Czech Republic will also actively
support the EU’s negotiations with Croatia durihg preceding Presidencies of Slovenia and
France, so that they can be rounded off duringdhech Presidency. During its Presidency,
the Czech Republic will try to make as much progres possible in the field of EU
enlargement. Besides the possible completion obotrgns with Croatia, there is the
prospect of the launch (or continuation) of acamssiegotiations with FYROM and support
for the European perspective of the Western Battlamtries (the offer of a clear European
perspective to Serbia). Continuing negotiationhwitirkey are a matter of priority for the
Czech Repubilic.

The Czech Republic is considering the possibilityhosting, during its Presidency, a high-
level EU - Western Balkans meeting or a conferdoaessess the results achieved by Croatia
so far in the accession process. The nature antafasf both events will be specified later, in
response to developments up to the start of theltCReesidency.

Key areas for the reinforcement of mutual cooperatbetween the EU and countries in
Eastern Europe are: improvement of economic and trade partnershgspect for
fundamental rights and freedoms, the facilitatiérmmbility and migration control, support
for the establishment of mutual contact at divelseels, and political and security
cooperation. The Czech Republic supports wholebdlgrthe intensification of thEuropean
Neighbourhood Policy (ENPIn relation to the EU’s eastern neighbours, andnduits
Presidency it will try to raise the profile of iwastern dimension, with a substantive
improvement in relations with countries in the oegiand the allocation of adequate
resources. The Czech Republic will also promotengfer ties between the EU and eastern
partners under the ENP. The continuation or congplebf negotiations with Ukraine
concerning a new, stronger treaty will be one ef @zech Republic’s priorities in this field.
Attention will also focus on Moldova, Georgia, Akaijan and Armenia. In the light of its
own historical experience with an undemocratic megiand the process of political and
economic transformation, the Czech Republic is avotir of democratization and
transformation processes in the countries of Badtarope. It is presently difficult to predict
developments in Belarus and, by the same tokerstdps that will be taken by the EU. In the
event of regime change, the Czech Republic wilhpies relations between Belarus and the
EU in the context of the ENP to be elevated quidkiythe level of other ENP states. The
Czech Republic will continue to observe supportivil society in Belarus.

An important partner for the EU is Russia, whoskcgdowards countries in Eastern Europe
substantially affects the EU’s achievements inréggon. The Presidency will offer numerous
opportunities for close engagement in dialogue Witissian, including the regular EU-Russia
summit and meetings of the Permanent Partnershimeilan various formats. Following the
possible approval of the mandate, negotiationslikety to be held with Russia on a new
Partnership and Cooperation Agreement. The supptiid EU of energy raw materials and
energy security are very important themes in r@ato Russia. The key to the EU’s relations
with Russia lies in maintaining a single voice.
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A Secure and Free Europe

The building up of the area of freedom, securitg gusstice is currently one of the most
dynamic areas of cooperation within the EU. ThedBizRepublic is acutely conscious of its
co-responsibility for further developments in thisy area of EU cooperation, and will pay
special attention to this during its Presidency.e Ttemoval of barriers hindering the
movement of people among the Union’s Member Stagsires continuous improvements in
cooperation between the police, the judiciary andtitutions involved in asylum and

migration. This is the only way to ensure that Ehgopean area of the free movement of
persons remains safe and that all EU citizens heyeal access to their rights. The
development of cooperation in this area also h&égaing on the EU’s further economic
development. In the interests of its competitiveneSurope is also weighing up the
possibility of employing high-skilled labour fronhitd countries by means of a targeted
immigration policy.

During its Presidency, the Czech Republic standslyeto do all that is necessary in

implementing thdinal stage of the Hague ProgrammeThis is the conceptual basis of all

work in building up the area of freedom, securityd gustice, and was approved by the
European Council in November 2004. The challengeaitang the Czech Presidency are
mainly predetermined by the inherited agenda; dutialks on this agenda, the Czech
Republic will act as an intermediary, brokering @romises for unresolved issues. However,
the Czech Republic will only actively support thgeeposals which will have obvious value

added in practice and a proper legal basis (tlst Viersus the third pillar; or a vague legal
basis in primary law in general). Another task vii# a general evaluation of the results,
usefulness and effectiveness of the EU’s estaldigdgal instruments for Member States and
their citizens.

The Czech Republic will also intensively devoteslitgo thescrutiny and approval of the
following multiannual plan for justice and home affairs for the 2010-2014 period. The
Commission is planning to issue a draft of its tpidague’ programme for the period of the
French Presidency. This means that the Czech Repdhbfing its own Presidency, will lead
the final negotiations on this programme betweemrmbers of the EU Council and the
European Parliament. Observations to date inditaé the new multiannual programme
could be definitively approved by the European @iuduring the Swedish Presidency.
Progress in the EU’s institutional reform will haaenajor impact on the debate.

In terms of the EU'gpolicy on asylum and migration it will be necessary to focus on
finalizing thecommon asylum proceduasnd hold a debate on the common migration policy.
In this respect, the Czech Presidency will payipaldr attention to the implementation of the
first legal instruments under tHeolicy Planon Legal Migrationand thePolicy Priorities
Against lllegal Immigration The Czech Republic will also concentrate on rougdaff
negotiations on an amendmentGouncil Directive 2003/109 concerning the statushrfd-
country nationals who are long-term resider@spanding its scope to include those enjoying
international protectionAnother central theme will be the development anglémentation

of the Global Approach to Migratiorfocusing on the eastern dimension of dialogue and
cooperation with third countries in the contextloé European Neighbourhood Policy. In the
increasingly important field of thmtegration of foreign nationals from third courdg the
Czech Republic will concentrate on strengtheningiadocohesion, supporting unity in
diversity within society, the exchange of expergnzy Member States, the pro-active
development of a common integration agenda andcinteral dialogue.
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In the key area ofchengen cooperatiorand visa policy, the Czech Presidency will target
the rigorous supervision of the technical dimensibthe projectsSIS llandVisa Information
System including biometrics. It will also be necessaoy monitor the progress made by
Bulgaria and Romania in their preparations for gré¢ion into the Schengen area, and to
finalize work on the implementation of t@®mmunity Code on Visas

As for police and judiciatooperation in criminal matters, the Czech Presidency will devote
most of its attention to a project for the creatadran electronic network of national judicial
records.

The Czech Republic will also concentrate @inforcing the practical forms of mutual
cooperationin the struggle against terrorism and organizesheriincluding steps to combat
trafficking in human beings and provide assistatoceictims. Likewise, particular attention
will be paid toimproving the operations of the competent Uniomages Not least, it will be
necessary to work on measures to curb cyber thigatsaising public awareness and
reinforcing cooperation between Member States. Oimportant subjects for the Czech
Republic will be the discussion and approval of araluationreport on the practical
application of the European Arrest Warrant in theeCh Republiand the monitoring of the
practical implementation of tHerim acquis

In the field ofcivil justice cooperation the Czech Presidency will deal in particular wath
debate on a proposal for an inheritance and waligilation and an amendment to Braissels

| regulation on jurisdiction and the recognition amforcement of judgments in civil and
commercial matters. The debate on the proposaltfferRome Iregulation on the law
applicable to contractual obligations and the psapofor a regulation on jurisdiction,
applicable law, recognition and enforcement of sieais and cooperation in matters relating
to maintenance obligations — th&intenance Regulation
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Conclusion

In autumn 2007, the Czech Republic’s preparationshfe Presidency are getting into a more
intensive phase. On 20 September 2007, negotiabfingally opened with French and
Swedish partners on the structure and content &if jhint eighteen-month programme of
three presidencies, which will form the basic cahfeamework of the EU Council's agenda
from 1 July 2008 to 31 December 2009. During thesgotiations, the French and Swedish
stances will have to be assiduously analysed, agdlar communication will be necessary
with the General Secretariat of the Council andhwite Commission as, without their
cooperation, the successfully promotion of the @Gzé&wesidency’s priorities would be
virtually unrealizable. Nor can the involvementioé European Parliament be overlooked. In-
depth, constructive cooperation with representativé these European institutions is
imperative in the interests of a successful outcéonghe Czech Presidency. Nevertheless,
the lion’s share of negotiations will rest with ttepresentatives of the countries due to hold
the three future presidencies, which will be theirmarchitects of the eighteen-month
programme.

In negotiations with the representatives of Framcd Sweden, it will be necessary, against
the background of the Czech Presidency’s priorigas, to map out areas of common interest,
as well as subjects which could give rise to diepuThis analysis will form the basis for the

ongoing preparation of an alternative scenario tf@ negotiations; subsequently, in the

context of thrashing out the resultant compromitsaill be necessary to try and push through

as many of the originally stated objectives as iptess

Observations obtained so far, inter alia duringaheve-mentioned trilateral negotiations on
the 18-month programme of the French, Czech anddStvgresidencies, indicate that all
five key areas the Czech Republic is keen to famusluring its Presidency are generally
consistent with the stances of the French and Shauhartners. Certain themes within the set
priority areas could prove controversial, suchhesderegulation of the market in energy via
unbundling. However, on a general level the basaméwork of cooperation for the
upcoming three presidencies is already startinfptim and will result in a joint eighteen-
month programme. The overriding challenge for tlzedh Republic during the negotiations
on this joint programme of the three presidenaiethe upcoming months will be to assert as
many objectives outlined in the preceding chapsrpossible.
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