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Paper’s goal

In the paper, conceptual basisEtonomic Reform Agenda for Montenegro-2002-200@re
presented, key achievements made since 2002 armhrptery measures in Montenegro
necessary for accession to £U

Economic Reform Agenda is one of documents whiellization creates real preconditions for
Montenegro’s accession to EU. Accession to EU is amdy administrative act, but is more
creation (building) of institutional framework wihicwill lead to change in behavior and
dominant mindset.

1. Conceptual basis and Agenda’s objectives

Document £conomic Reform Agenda for Montenegro, 2002-2007 -Report and
Recommendations is further upgrade of document »Economic Reforngemda for
Montenegro, 2002-2006«, adopted by Government oftsteegro in March 2003. Two years
after Agenda’s implementation, it was necessamgviuate work done, especially from lessons
point of view which will be used in upcoming perigdlso, success in Agenda’s implementation
creates necessity to introduce new activities afrésh original document.

Such strategic vision is based on key pillars off meonomic system which has been created
since 1998 (presented in document: New Start) tlaose are:

a) Open market economy
b) Dominant private ownership
c) Property rights protection and freedom and prodectif contracts

This is how continuity of conceptual system changed economic policy will be provided,
which is important information for entrepreneunsyastors and managers, and all those who
want to enter into business. It is so called anonearent effect, which creates continuous
policies and in accordance to which companies eseaixpectations from Government and
reform process.

This document representsvasion of activities necessary to be undertaken in nexipte of
years. This document represents conceptual frankevaor operative activities. That is why
document does not go into details. This is not dueceatic documentAgenda is document

! University of Montenegro, Faculty of Economicsggorica; Institute for Strategic Studies and Pragso
Podgorica

2 Economic Reform Agenda is document adopted by Guwrent of Montenegro in March 2005. Document
contains measures and steps necessary for fuppeeatonalization and realization of ideas and epis presented
in document: “Conceptual basis of new economicesyst prepared in 1999.
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aimed for investors, entrepreneurs and managers and should be read in such context
Investors, entrepreneurs and managers are tam@ap,gas their activities leads to GDP growth,
employment growth and growth in standard of livafgMontenegrin citizens.

This document serves to achieve strategic goal oftshegroEU and NATO membership.
Document is focused on economic aspects of thoaks.gh is estimated that EU membership
will provide more possibilities for investors, egpreneurs and managers from Montenegro, or to
all business people. It is challenge and respditgilbor business, but for state and society as
well. Agenda represents trough institutional enwinent creation and Government’s policies,
evolutive process and strategic integration of fess in EU. Accession to EU has not been
understood as one ideological-administrative aat, dmphasis is on process and substantial
changes in way of thinking, business operation pugtand organization of the state.

For the past two years, certain degreenaicroeconomic stability has been achieved (budget
deficit reduced, low inflation rate, creation ofwnénstitutional framework). Macroeconomic
stability was focus of attention of the Governmiemtthe past two years. We should emphasizes
fact that introduction of DM and later of EURO asyolegal tender introduced real parameter in
Government’s finance, as EURO was the scanner efeglknesses in the system. Also, EURO
has increased overall transparency of fiscal ojmersit Additionally, EURO has been great tool
to attract foreign investors. Monetary stabilityalde currency and prices makes individual
choices easier and help individuals to follow thaatural ability to allocate resources in best
way.

In upcoming period, focus will be moved fromacroeconomic stability to economic growth
and development or to dynamise economy. It is the most importaaly to increasdiving
standard and quality of all citizens. Living standard and quality of life will be impres the
mostly if growth and development is based on pevséctor activities and its creative and
innovative potentials. It is important to emphadizat moving focus of Government to growth
and development does not mean that Government bgillinvestor itself and will manage
companies and redistributive policies. When 2/3hef economy is owned by private sector and
when strategic goal is EU accession, or market Wit million of people and 10.970 billion €
of GDP, role of Government is significantly diffetecompared to its role in old system. Goal of
the Government is not to intervene but to creathdusiness environment (institutions, or
rules of game). Government should not protect,dndourageand promote economic growth
and development policies. Success at European markere competition is enormous, and risk
to survive higher, can achieve only companies, banksurance and investment funds,
entrepreneurs, who relay on its own creativity ambvative abilities, on strategic partnership,
but not on state as in the past. That's why groanti development will be stimulated trough
increase ofeconomic freedom.Economic freedom is always related to individuatgl dis
abilities: his freedom to work, to produce, to aome, and to invest. Our intention to access EU
means that we have to increase economic freeddvioimienegro and to make its level closer to
EU countries, as Estonia, Ireland and SlovakiahVjgiiotected economy we can not access to
EU. It means that we have to introduce in Monteaegeasures which will provide free flow of
goods, services, currencies, capital and informatide can not advocate free flow of goods but
at the same time limit our entrepreneurs to inadsbad. What will happen when Montenegro
integrates into EU? Who will limit any freedom ahde and capital movements? Agenda is
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based onntegral market approach (all markets works constantly and integkagoods, capital,
labor, information), as this is the way how thing€EU works. What is excuse to introduce any
limitation to integral market, if in 5-7 years wellwemove all such barriers once we integrate in
EU? Integration means to accept codes of condutiay of thinking from integration which
you becoming a member. Such great market ask sal@e and principles for each company,
bank or fund, or ask full economic freedom, contpetiand individual responsibility for results.
Government does not protect any company or bankipaaies work under huge competition at
large internal market. There is no protection ocargaties. Market is large from our perspective
and we can not influence it. Also, we can not agkféist integration into EU and at the same
time keep protectionism measures. Goal of Agenda imake compromise between these two
sides of the medal and to make both processes goihdhe same speed. That is why Agenda is
bridge to EU.

Economic freedom is important foegional economic cooperatiorin West Balkan. On of the
key development pillars in Montenegro is encourag@mand development of regional
cooperation, as it is important evolutive step ritrdduce principles and conduct business in
accordance with EU standards and criteria.

Economic freedom, in terms of easy entrance tonegsi will help to reducpoverty. It is
necessary to provide easy entrance and start ugofmt business ideas, and attention should be
focused on business ideas more than to capitaksaefor business star-up. Barrier should be
reduced and people should have access to finssmiates. This is the link between Agenda and
Strategy for Poverty Reduction, adopted by GovemtraéMontenegro in 2004.

For the past two years since first Agenda was dhiced, we learned two important lessons: one
positive and one negative. Positive one is that teloegro hadhwuman capital necessary to
create new institutions and laws. There are lop@dple with modern knowledge and skills,
which is the greatest recourse for reforms in Moatgo. But, we have to be aware of
“implementation gap”, or more evidenced problem of enforcement andemphtation of legal
acts and procedures. This is why Agenda emphasigdementation in upcoming period.

This is reason to point our importance state administration reform on both, republic and
local level. Other than already undertaken stepspe@ally measures focused to
profesionalization of administration, current copicef organization should be reanalyzed,
considering fact that Montenegro is small statéeims of geographic size and population. Size
of state and administration should be consisteigh Hscal burden will reduce competitiveness
of Montenegrin products and services, which willhbere obvious once we enter EU. If state is
not organized in accordance with micro state pples, based on increased efficiency, less
organizations and lower costs, our access to EWenavill be painful.

Protection of property rights and contracts are key for investors. That is why reform of
judicial system is important and necessary to etfiaeign and domestic investors. Protection of
property rights, which is underlying idea in Agendesks for efficient and good real estate
registry, land property, which is strongly pointaat in this document.
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Having in mind huge changes in Montenegrin econosystem, it is necessary to analyze
compatibility of it with currencypolitical system It is important from two reasons: 1) size of
Montenegro, and 2) necessity to communicate with dtithorities and institutions once we
integrate in EU as much effective as possible.

Goals of the Agenda

The goal of the Economic Reform Agenda is to sehfa series of discrete but interconnected
tasks that if completed, will transform the Montgrnie economy. Expected outcomes of the
Economic Reform Agenda are discussed in the intitmiy pages. Followed by sixteen
individual sections each dedicated to a particalspect of economic reform. Several themes
cover priority tasks that were chosen and developed

The first of these tasks is the recognition téatrepreneurship will be a key driver of future
economic growth. Developing an entrepreneurial engnrequires a wide range of reforms in
the business environment (legal, regulatory, sificplion of administrative procedures,
incentives, etc.) making it administratively easyunderstand, fast, and inexpensive for new
businesses. It also requires mechanisms for pemhamenitoring of business trends, and
securing effective economic growth. A comprehemsaview of public sector activities and the
tendering of those services that are suitable forafe sector participation will open new
opportunities for entrepreneurs and at the same tiimwill help reduce the employment
disproportion between public and private sectorx Tates will be analyzed and adjusted to
maximize private sector growth, attract investmamd shift workers from the gray to the formal
economy. A broadening of the tax base and imgrds® base structure combined with tighter
control of government expenditures will creategpace to reduce tax burden on private sector.

Private citizens seeking to invest in their companneed greater access to credit at more
affordable rates, and the ability to reduce riskhvaccess to a full range of insurance products
and services. To achieve this, Montenegro needslla-segulated, consolidated and privatized

financial sector. These reforms will help creatsuainess environment that stimulates individual
initiative, and the conditions for private sected leconomic growth to replace the principles of
the past; a command economy directed by the psblbtor. Respect for and legal protection of

private property rights is fundamental to this umaking.

As a basic component of Gross Domestic Product (GD®estment is a recurring theme
throughout the Agenda. The overall goal is to deseethe amount of economic and legal
uncertainty. Uncertainly leads to low levels of destic and international capital available for
investment, and indirectly, to high rates for cabitvhich is the price for investment risk in an
uncertain economic environment. Reforms aimed aluageg uncertainty are prevalent
throughout the Agenda, including: resolution of ttacting issues, restitution, an efficient
judicial system, and a legal framework that enstasjudicious and expedient compensation to
entitled parties, and that gives confidence to micdeinvestors that their property and businesses
will be secureReform legislation and implementation of new ldassecured transactions and
mortgage will increase the availability of secuceddit, which is one of conditions of economic
growth. Effective laws and enforcement of anti-aption practices will further increase investor
confidence.
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The combination of a dependable, efficient leganfework, fair and equal tax treatment,
effective corporate governance practices and résperoperty rights are fundamental to the
ability to attract investment to Montenegro's ecogo

Such framework needs to be complemented with &iteaand specific investment projects. A
mechanism is needed for the quick identificatioialfilities in order to resolve claims that the
state has in formerly state owned companies, watierchined use of new Law on Insolvency of
Companies. These two actions will open new investnopportunities in sectors of the
economy that are potentially viable. Completing tlade of residual shares will help investors
consolidate controlling interest, thereby givingrththe ownership position they need to justify
substantial capital investments.

A third theme in the Agenda is the formalizationtlod gray economy. In a depressed economy,
gray market activity offers an alternative to foirmaemployment, but deprives Montenegro of
tax revenues and reduces the competitiveness itiate businesses. Shifting workers from the
gray economy to the informal economy would cregtacs for radical decrease of tax rates.
Doing so may also create space for reducing tasrand stimulating private sector growth and
the creation of new jobs. Expanding of the tax ba#ih the existing “gray” sector would
contribute to the decrease of fiscal unbalancewlatld arise if the growth of the public sector
was stimulated with the tax rates decrease The eiffsctive way to shift businesses and
workers to the formal economy is to remove thereimtives for participating in the gray
economy. The combination of taxes and pensionttheaald unemployment contributions is 65%
of the gross salaries. Reducing the cost and thelatry and administrative burdens of
participating in the legal economy would facilitaehift to the formal economy, increase formal
number of available jobs, and enable legalizatibfigoay employment”. Specific projects that
will stimulate legalization of employment and prd&inew budget revenue will be realized in
this segment.

The availability of funded, individual retirementcmunts where workers set aside their own
money and see it grow through investment increftsesncentive to participate in the formal

labor market in order to take advantage of theserses. Giving businesses full control over
their own commercial funds and bank accounts, adeasing access to loans provides an
additional incentive to shift to formal market ady. Improvements in tax administration would

make it more difficult and costly to continue torfi@pate in the gray economy. Measures that
remove barriers and numerous activities that creémcentives for remaining in the gray

economy will represent a combination that causeataral shift from the gray economy to the

formal economy.

Competition and competitiveness are also central themes inAtjenda. Improving healthy
competition in the economy is a prerequisite to rorpg the economy’s competitiveness.
Ending subsidies to state owned companies willeiase competitive pressures and prevent
businesses supported with public funds from unfaiidrowding out” private businesses.
Simplification of procedures for businesses to reatel exit the market that will result from the
reform of the business regulation system will iase competitiveness. A new anti-monopoly
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law and the gradual introduction of WTO rules véllow legal action to be brought against
companies that try to monopolize markets and stiflmpetition.

Increasing theompetitivenessof the Montenegrin economy begins with a completgemw of
existing business regulatory and securities letiisieand adoption of new legislation negotiated
as a condition of EU and WTO accession. Harmorupatvith the laws of the EU, WTO and
major trading partners will facilitate lower crossrder transaction costs. Anti-corruption
legislation and an overhaul of the government’s iastrative structures and civil service
practices will increase Montenegro's regional cditipeness and attract investment.
Modernization of the public administration and iewplentation of clear procedures, together
with implementation of the anti-corruption law widhable Montenegrin economy to improve its
competitive position and attract direct investmeifristhe near term, three of the most pressing
needs are to correct Montenegro's fiscal imbalateesstablish reliable, accessible economic
statistics, and to ensure a renewable and stapf#ysaf electricity.

Local government plays an important role in crepincompetitive business environment. In a
recent survey conducted in Montenegro, 100% ofbili@nesses surveyed cited ‘administrative
burdens’ as one of the top five barriers to doingiess in Montenegro. Local governments
need to review and streamline administrative preegdike business licensing and construction
permitting. Citizens, businesses and local govermmaust jointly establish goal, mechanisms
and models to upgrade and improve communal servicats are vital to local business
development, such as water, solid waste managemmads, lighting and security. For local
governments to be efficient partners in revitaligiocal economies, they need to be professional,
decentralized, and have stable revenue flows.

Cutting across all others is the themejald creation in the legal labor sector. In addition to

those measures already mentioned, a market-balesdlé¢ labor law that does not unduly

burden employers is critical to improving employmefThe current regime is costly and does
not offer sufficient flexibility. Consequently, thabor law reduces the incentive for employers to
hire in the legal sector. Creating conditions foeajer flexibility is fundamental to increasing

employment.

Stagnant, indebted and undercapitalized state ronefio state owned companies are unable to
offer new jobs, or to sustain the employees thegadly have. These companies cannot attract
and retain the best and brightest workers with ade&qsalaries. Revitalizing these companies
through the voluntary restructuring provision ineth.aw on Insolvency of Business
Organizations, or liquidating companies that arée \nable in order to free up their assets for
productive use, are ways these firms can contrittus®lving the employment problem over the
long run. The goal of the Project for the Restrrotyand Transformation of Companies is to
prepare these companies to attract investors,mplete the process of privatization, and define
their status that would lead to liquidation. Taegepublic works policies and projects in key
sectors where Montenegro has a competitive adventamintenance and developing those
advantages can generate long-term, sustainablewsdge employment.

The Economic Reform Agenda for Montenegro presantist of obligations that need to be
realized in a defined timeframe. The activitiesereiare interconnected with activities presented
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in the Strategy for Reform of the Administration Mbntenegro, the Strategy for introducing
ICT in the education system of Montenegro, Stratdgjan for Reform of Education (2003-

2004). The Agenda is dynamic in character, andnisetl with activities for the reduction of

poverty, incentives for developing entrepreneugaiployment, sustainable development of
Montenegro as an Ecological State and with indizicdwcial project.
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2. Results of ERA realization and forecast for 2005-07
Macroeconomic trend and macroeconomic stabilizatiwhicators

Gross Domestic Product (GDP)In 2004, achieved real growth to GDP is 3.7%. Pssitey
industry which participates with 10.9 % in GDP ieadl the growth of 13.1% which resulted in
the growth of GDP of 1, 4%. Production of electyicgas and water realized the growth of 21%
which is, having in mind a share of the sector DRCof 5.6%, affected into the growth of GDP
of 1.17%. Remaining 1.13% of GDP growth is the ltesbian aggregate growth in agricultural
sector whose share in GDP is 11.4% and servicasrs@tade, transport, tourism, financial
intermediation, etc.) which represents 60% of GCHRivate sector participates with
approximately 44% in production of gross domestiodpct and is a dominant generator of
growth.

Inflation. Introduction of DM and later of EURO as legal partender of payments is a
monetary policy strategy which resulted in reduttaf inflation to 4.3% in 2004. At the
beginning of monetary reform (2000) inflation ratas 49.2%, which was followed with drastic
reduction to 23.8% in 2001, 9.2% in 2002, 6.2%002and finally 4.3% in 2004.

Unemployment. Unemployment rate in 2004 was 22.6%. Several rekearindicated that
private sector was generator of new work placesfactdor which reduced unemployment.

Budget expenditures.Expenditures of Central Budget of Montenegro hagenbrealistically
reduced in 2004 in comparison to 2003. Share oéedipures in GDP in 2004 was at the level of
26.58%, while it was 27% in 2003. Deficit of therral Budget of Montenegro in 2004 at the
level of 2.1% of GDP is lower compared to 2003, whenounted 3.16% of GDP. The goal of
fiscal policy in coming period will be the reduatief both fiscal expenditures and deficit in
order to create space for fiscal relief on busiee#s Montenegro.

International exchange Value of export of goods and services increasech f198.6 million €
in 2002 to 622.7 million € in 2004. At the samedinalue of import increased from 815 million
€ (2002) to 913.7 million € in 2004. Faster growahexport compared to import resulted in
continuance of reduction of foreign balance of ¢faof deficit share in GDP, from 25.6% in
2002 to 18.96% in 2004.

Foreign direct investments Value of investment is significantly conditionedth the dynamics

of privatization process in Montenegro. In the perfrom 2001-2004 the highest level of FDI
was in 2002 and amounted to 87 million € i.e. 141 € per cagf@reign direct investments in
2003 were € 38.7 million while in 2004 €50 milliaespectively €62.6 and €80.6 per annum per
capita.

% Bad quality of statistics of labor force disabdemlyses of high reliability. Various sources imatécvarious
tendencies in unemployment rate trend.

* Foreign trade balance refers to balance of exahahgoods and services.

® Privatization of Jugopetrol represented 75% ailtBDI
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Foreign Debt of Montenegroin 2003 amounted to € 438 million, while in 20@4nicreased for
approximately 64 million € and reached the valu&@2.7 million €. Share of foreign debt in
GDP was 30.57% in 2003 and 32.75% in 2004.

Index of Human Development New indicator being analyzed in Montenegro si2€®4
shows progress in this sphere. Human developmdaiiincreased from 0.766 (2001) to 0.788
in 2004. This value places Montenegro in countnéh the middle level of human development
and it is very close to the threshold to the highel (value of index of 0.800 and more).
According to preliminary estimations this value Maé¢ reached in Montenegro in 2008.

Indicators of achieved macroeconomic stability

Gross Domestic Product

Informal economy Inflation

Budget deficit Unemployment rate

Foreign Trade deficit Foreign Direct Investment

® Report on human development in Montenegro is beiegared by UNDP and ISSP

"HDI is an indicator summarizing level of human elepment. It measures average achievements in rgofuoin
three prospectives: (1) Health of population, measgthrough life expectancy; (2) Knowledge, meadazlevel of
literacy (it carries two thirds of index) combineith primary, secondary and terciary level of elewient in
elementary/high schools and universities; (3) Lgvitandard measured as GDP per capita PPP in US$
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Macroeconomic forecast

Following table shows macroeconomic indicators dast.

Macroeconomic indicators 2005 2006 2007
Gross Domestic Product (€ million, current prices) | 1,644.0 1,759.0 1,873.3
Population (mid year) 623,189 625,682 628,184
Gross Domestic Product per capita (€, current pyict 2,638.0 2,811.3 2,982.1
Real GDP growth rate 4.1 4.5 4.5
Public spending as share in GDP 46% 43% 40%
Inflation rate 35 2.9 2.5
Unemployment rate 21.6 20.6 19.3
Foreign Direct Investment (€ mn) 150.0 180.0 200.0
Foreign Direct Investment per capita (€) 240.7 287.7 3184
Human Development Index 0.790 0.792 0.795

In upcoming period, expected real GDP growth rateng(al) is 4.5%, which is higher
that in previous years, 2.3% in 2003 and 3.7% i042QAlso, low inflation rate is
expected as well as decline in unemployment rat,Anflow of FDI is expected.

In other words, recovery process of Montenegrinneaty will continue even faster in
the future.

10
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3. Organizational aspect for Montenegrin accession tEU®

While the other countries of the region have sthntegotiations and came to the
Agreement, Serbia and Montenegro has “spent” twarsydrying to find a basic

institutional framework of the two member statele(Belgrade Agreement, March
2002), then one more year till the adoption of @anstitutional Charter, and then half
year more till the adoption of the Action Plan Ke&rmonization of Economic Systems of
Serbia and Montenegro, with the view of removingtables to the free movement of
people, goods, services and capital in the intemaaket. The obvious need for external
harmonization, harmonization toward the EU, is aeptl by a focus on internal
harmonization between the two member states, whah often deviated from basic
standards of the WTO and the EU.

It is obvious that the SAP model has not provededhe optimum solution in the case of
the State Union, whereby the issue of Kosovo sdithains open, i.e. the dialogue about
the future of the third entity of Serbia and Morggro is expected to become the subject
of political dialogue in mid 2005.

The year 2004 is de facto the first year of seripusparations for the process of
European integration, when also in Montenegro tedrfor creating institutional bases
for the process of association is imposed, i.e. tloe process of approach of
Montenegro’s economic system toward the EU. Theaggh toward the EU becomes a
specific strategic objective which brings about th&uropeanization” of country’s
institutions, legal and economic system reform,chlgan be recognized in the reforms
carried out in the public administration, improvabperation with the civil sector, active
participation of population through the PRSP progreed, radical changes in the
legislative and education system, employment potigngthening, customs system,
regional and sector policies, environmental prad@cpolicy, etc., which should, along
with the reduction of business barriers and investnclimate improvement, enable faster
realization of this objective.

The Action Plan for Harmonization of the two Econon$ystems has emphasized
diversity and complexity of the process of harmatian between the two member states,
taking into consideration the differences in the@onomic structure, priorities, size,
strategic projects, currency, level of privatizati@tc. The present forum of the EU and
Serbia and Montenegro, the Enhanced Permanent domlowas held through four
hitherto sessions, without any important resultghia field of internal harmonization.
Therefore, the State Union member states are mmutevere turning toward their own
economic systems and their own harmonization withsEandards in proportion in which
each state can individually achieve that.

8 This section is based on paper by Minister fomeeuic integration and EU accession in Government of
Montenegro, prof. Gordana Djurovidvlontenegro — Regional Economic Cooperation and Reaam
Perspectives

11
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Therefore, the year 2004 was consideredhasfirst year of serious preparation of
Montenegro for the process of European integration- creation of the full capacity
of Montenegro as state on our road to EU.

3.1. Network for European Integration in Montenegro

The Committee for European Integration of the Assembly of the Republic of
Montenegro was formed in November 2003, whilee Council for European
Integration of Montenegro and theCommission of the Government of the Republic
of Montenegro for Coordination of the Process of Acession to the European Union
were formed in April 2004.

Together with the adoption of the Actioplan for implementation of the
recommendation from the European Partnership in Noember 2004, The
Government of Montenegro decided to develop furtherCommission for Coordination
of the Process of Accession to the EU in the @@wvorking groups for the adoption
of the specific chapters of the Acquis communitaire

Ministry invited six NGOs partners, such as Ecormnand Law faculty, in the
implementation process of tl@mmunication strategy for the informing the citizens
about the Montenegrin’s stabilization and associatin process to EU (Strategy was
adopted by Montenegrin Government in September 2G@4 the first Action plan for
implementation).

12
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The Parliamentary

The Council

Committee for THE GOVERNMENT OF THE for European
European < > .
. REPUBLIC OF MONTENEGRO Integration

The Ministry for International
Economic Relations and

The Commission of the Government
of Montenegro for Coordination of the [ie
Process of Accession to the EU*

v

WG 1 - General, financial and
institutional matters

WG 2 - Customs Union and free
movement of goods

WG 11 - External relations

WG 3 - Agriculture

WG 12 - Energy

WG 4 - Fisheries

WG 13 - Industrial policy and
internal market

WG 5 - Freedom of movement
for workers and social policy

WG 14 - Regional policy and
coordination of structural instruments

WG 6 - Right of establishment
and freedom to provide services

WG 15 - Environment,
consumers and health protection

WG 7 - Transport policy

WG 16 - Science, information,
education and culture

WG 8 - Competition policy

WG 17 - Law relating to
undertakings

WG 9 - Taxation

WG 18 — Common Foreign and
Security Policy

WG 10 - Economic and
monetary policy and free

WG 19 - Area of freedom,
security and justice

WG 20 - People's Europe

European Integration

PARTNERS FROM
NONGOVERNMENTAL
SECTOR
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3.2. Main results in 2004 and the first quarter28f05 after adoption of the Twin-Truck
Approach suggested by European Union

Thanks to the EU recommendation from the Maastmobeting (September 2004) and
conclusions after the Meeting of the ministersdgternal relations of the EU members
countries in Luxemburg (October 11, 2004), memhates of the SCGhave agreed
about creation of thenew frame for strengthening of the European integréion
process. Accordingly, two governments (Montenegrin and $mp put into the
procedure Amendments of the Law of the Action dlamthe internal harmonization of
the two economic systems and open a lot of usebdgsses. The results in Montenegro,
after the first 100 days of this idea are as folow

European integration network has been formed 2thevorking groups defined
for implementation of certain chapters of tiequis communitairein the
Government,

The Action Plan for Implementation of European Parnership
Recommendationshas been adopted containing a list with 88 pygdraws to be
adopted,

A Memorandum on Foreign Trade Regime has been sent for future
Montenegro’s accession process to the WTO (aftaitipe decision of WTO
General Council on February 15, 2005)

All the necessary inputs for elaborationFeasibility Study have been submitted
by Montenegro to the European Commission Delegation Serbia and
Montenegro,

Montenegrin government adopted the new rules igthwernmental procedures —
the necessary part in the future process of dmftiew laws is Compatibility
Statement (level of harmonization with Acquis),

Conference was held on the™df December 2004 with the view of presenting
the Communication Strategy for Informing the Public on Montenegro’s EU
Association Processwith its Action Plan for 2005 (Logo and motto ofeth
European integration process in Montenegro have teéned and Agreement on
Cooperation signed with 6 NGOs, as well as with Faeulty of Economics and
the Law Faculty.

On April 12, the College of Commissioners finalizbe positive Feasibility Report for
Serbia and Montenegrowhich represent one very important step /precoomwlitin
preparation for negotiation process for SAA.

14
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. Instead of Conclusion

“Economic Reform Agenda for Montenegro, 2002-07p&ée and Recommendation”,
with its concept and practical measures should igeowcreation of institutional
framework which will make Montenegro closer to EU.

This is the way to change system conceptually arevolutively accept capitalist way of
thinking.

Also, Montenegro has created necessary infrasteicind organization to make EU
accession process faster.
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