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FOREWORD

MARTON UGROSDY, EDITOR

The Visegrad cooperation seems like a mystery for most of the international observ-
ers. It is an intergovernmental cooperation, albeit it is not institutionalized like a tra-
ditional cooperation format. It speaks up whenever its members feel their interests
threatened or in need of protection, while on many crucial issues, like the relationship
with Russia it remains divided. Whenever a new regional cooperation is announced,
everyone starts to talk about the end of Visegrad, but if there is one thing we know
for sure is that since 1991, the Visegrad Four has been one of the most enduring and
flexible platforms in Central Europe.

The current issue of our journal, Foreign Policy Review, deals with these contradic-
tions. The discussion is timely, one the one hand, because Visegrad became a well-
known brand in the European Union and beyond, and on the other hand because Hun-
gary currently holds the rotating presidency of the cooperation until June 30, 2018.
Furthermore, the Institute for Foreign Affairs and Trade is part of a think tank cooper-
ation called Think Visegrad, which augments the V4 in the research sector.

In this issue we have a wide range of articles which all look at the V4 from theoreti-
cal and practical considerations. How does the V4 fare in the tense geopolitical arena
of Central Europe, which has always been stuck between Germany and Russia, two
dominant powers of Europe? How the Central European Member States can use the
V4 to secure their interests in the changing architecture of the European Union? What
are the lessons of Visegrad for other cooperation formats currently in the making like
the Belt and Road Initiative or the Eastern Partnership, or can Visegrad replace the EU
Strategy for the Danube Region, or vice versa? Can the V4 become a partner to China?
These are the issues our foreign contributors are tackling.

The inside of Visegrad, covered by the Hungarian researchers, is more pragmatic:
can the V4 act as a single unity to combat the irregularities on the financial market?
How can the Hungarian presidency build on the previous, Polish one? Should there be
a common approach of the V4 to the contentious Ukrainian education law? Can we
further promote V4 brands on the global market?

Even though Visegrad was announced dead many times — and most probably it will
be in the future as well — we cannot talk enough about this cooperation. The current
issue tries to contribute to the debate on our common European future, identifying
possible areas for joint efforts as challenges will continue to arise. Should you think
otherwise or should you like to argue with our authors, please do so and send us your
ideas and articles, as we are looking forward to foster debate on Visegrad and beyond.
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VISEGRAD FROM THE OUTSIDE

THE VISEGRAD SAGA:
ACHIEVEMENTS, SHORTCOMINGS,
CONTRADICTIONS

JANUSZ BUGAJSKI

The original purpose of the Visegrad initiative was for the four re-emerging Cen-
tral-East European (CEE) democracies to coordinate their pursuit of NATO and EU
membership. However, since achieving their primary targets, the Visegrad group has
sent contradictory signals on their EU commitments, lacked a coordinated foreign pol-
icy, failed to adapt to the new challenges facing NATO, the EU, and the Wider Europe,
and lacked a clear and distinct geopolitical identity. Nonetheless, the organization is
not defunct and with concerted political impetus and national commitments it can
still deliver some important benefits for each of the four participating states as well as
for the broader region.

OBJECTIVES AND ACHIEVEMENTS

The fundamental idea behind the Visegrad initiative, launched in the early 1990s, was
for the four re-emerging CEE democracies (Czech Republic, Hungary, Poland, Slova-
kia) to coordinate their policies in striving for NATO and European Union membership.
Government officials believed that by banding together and speaking with almost one
voice in various multi-national formats they were more likely to be heard and no coun-
try would fall behind in its aspirations and achievements.

However, at the outset there were suspicions in some policy circles in all four coun-
tries that the existence of a distinct Visegrad group would itself provide an excuse
for EU and NATO leaders to exclude the new aspirants from both Western orga-
nizations. It was believed that those West European leaders who were lukewarm
about expanding both the Union and the Alliance eastward, could depict V4 as a
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viable alternative or substitute organization. In sum, they either did not want to
antagonize an unpredictable Russia or to incorporate poorer and still reforming
states into prosperous and advanced pan-European bodies.

West European hesitation, delay, or outright opposition reinforced the stance of those
political leaders in CEE who wanted to place brakes on the development of the Visegrad
initiative and voiced concern that it could even delay EU membership. Slovakia was a
special case after it opted for independent statehood in 1993 after breaking with the
Czech Republic. The Vladimir Meciar administration needed antagonists to demonstrate
its national credentials and its defense of Slovak interests against assorted internal and
external threats. During the Meciar regime, Visegrad was often depicted in Bratislava as
either a Czech plot to re-establish control over Slovakia or a Hungarian plan to annex
Slovak territory. Moreover, Meciar's government declared its neutrality toward NATO,
was mute on EU accession, and maintained a close relationship with Moscow.

Several Czech governments were also Visegrad-skeptics even when participating
in its meetings and initiatives. They did not want V4 to overshadow their efforts and
progress in joining the major Western institutions and to be dragged backwards into
some neutral post-communist zone. For several years, Warsaw and Budapest seemed
to be the main backers of the Visegrad initiative, but even they made only limited po-
litical investments in the grouping. In sum, regardless of differing commitments to
Visegrad, each state contributed to the limited V4 achievements.

The revival of Visegrad over recent years has numerous causes, partly protective,
partly proactive. There was some concern in the region, especially in Warsaw, over
the motives behind Russia’s overtures toward the United States and NATO during the
Barack Obama administration and a lingering suspicion about the efficacy of Wash-
ington's “reset” with Moscow, which appeared to come at the price of downgrading
Central Europe in US foreign policy. Having already achieved NATO and EU member-
ship, Visegrad was perceived as a mechanism for assuming more indigenous respon-
sibility for the region and not relying primarily on Washington or Brussels.

The Lisbon Treaty also had an impact on the V4 renaissance by altering EU voting
mechanisms and providing opportunities for Germany and France to promote their
policies without requiring unanimity. The extension of Qualified Majority Voting (QMV)
limited the veto option of any member state in several arenas, including energy, defense,
and the European Union budget. As a result, a combined CEE vote could become a
counterweight to Germany and France in the EU's Council of Ministers, with the V4 pos-
sessing more votes as Paris and Berlin combined. It was calculated that such collabo-
ration would better promote CEE interests concerning several vital questions, including
decisions on the EU budget, maintaining a strong European Cohesion Policy (ECP) that
provides vital structural funds, and finding a geographical balance in staffing the Euro-
pean External Action Service (EEAS).
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Another Visegrad priority has been energy security, with an emphasis on diversify-
ing sources and supplies. A V4 Energy Security Summit was held in Budapest in Feb-
ruary 2010, attended by high-ranking representatives from several European states.
The Summit and subsequent gatherings have expressed support for interconnectors
linking all the Central European countries, including the North-South Corridor that
would connect the Polish Liquefied Natural (LNG) terminal in Swinoujscie and the
planned Croatian LNG terminal in Krk on the Adriatic coast.

Existing gas interconnectors include the Slovakia—Hungary, Hungary—Austria, and
Hungary—Romania pipelines. Gas interconnectors are due to be completed with the
following links: Poland—Czech Republic, Poland—Norway, Poland—Slovakia, Czech Re-
public—Austria, Hungary—Croatia, and Hungary—Slovenia. An Eastring gas pipeline is
also designed to link Slovakia, Hungary, Romania, Bulgaria, and Turkey and reduce
dependence on Russian gas delivered through Ukraine.

Work is also underway on the Gas Interconnection Poland-Lithuania (GIPL) de-
signed to link the gas markets of Poland and Lithuania, an important element of a
broader gas network to connect the relatively isolated Baltic States with the EU gas
market. All these connections will help shield each CEE state from any disruptions in
supplies, including potential cut-offs by Moscow. A similar process is underway for
linking electricity grids across the region and with Western Europe. The V4 capitals
have lobbied the EU to politically and economically support the North—South corridor
and back the Krk LNG terminal in Croatia and the Constanta LNG terminal in Romania
as well as other LNG projects in the wider Black Sea region.

Visegrad capitals have also pushed for further liberalization of internal EU markets
and the removal of remaining barriers dividing the V4 from other member states such
as cancelling the transition periods for the free movement of labor. Other valuable are-
nas have included Visegrad cooperation in transportation and infrastructure, research
and education, environmental protection, and collaboration with other regional and
international organizations.

In making Visegrad more relevant, some policy makers believe that the V4 Plus
mechanism has significant potential. Based on the core V4 members, it involves ad-
hoc cooperation with other Central, Eastern, and South Eastern European countries
covering such areas as energy security, EU accession, and the EU's Eastern Partner-
ship. Expert-level V4 Plus foreign policy consultations have been organized on topical
issues that help develop operational planning for the Visegrad initiative. V4 capitals
also provided EU aspirants and candidates with technical support and know-how
based on their own experience with the EU accession process. Additionally, Visegrad
leaders have sought new formats for inter-regional cooperation, including with the
Benelux countries, the Nordic Council, with Austria and Slovenia (in the Regional Part-
nership format), with the Baltic countries, Ukraine, and Moldova.

The Visegrad Saga: Achievements, Shortcomings, Contradictions 9



PERSISTENT SHORTCOMINGS

While acknowledging its ambitions and achievements, several problem areas remain
that might hamper further Visegrad coordination. These include the prospect of ris-
ing nationalism and populism in each V4 state and some lingering bilateral disputes,
including such questions as Slovak-Hungarian nationality frictions over language and
citizenship laws and broader minority rights. Nonetheless, relations between Buda-
pest and Bratislava are not as tense as they were during the 1990s, when they under-
mined broader Visegrad cooperation, and both of the current administrations under-
stand the need for coexistence and cooperation.

Some capitals could become selective in their V4 involvement. Specifically, if Po-
land renews its focus on the Weimar Triangle with Germany and France, this may
limit its engagement within Visegrad. Warsaw has aspirations to become a major EU
player and if it develops stronger ties with Germany, this may create the appearance
of detachment from its smaller neighbors and generate resentment over its alleged
regional big power ambitions.

Critics of Poland's foreign policy perceived the previous Donald Tusk government
(2011-2014) as intent on placating Russia, Germany, and France to the detriment
of local neighborhood relations. Diplomats from several Visegrad states complained
that it was difficult to involve their Polish counterparts in regional projects, as Warsaw
looked toward Berlin as its primary continental partner. The authorities in Warsaw
contended that by acquiring greater influence inside the EU and with Berlin and Paris,
they would have more of an impact on the Union's eastern dimension and provide mo-
mentum to its Eastern Partnership Program (EaP). Warsaw'’s focus has shifted some-
what under the Law and Justice (PiS) party government, elected in October 2015,
and has focused greater attention on developing relations with immediate neighbors
including its three Visegrad partners.

Other factors could also play a negative role in V4 cohesion, including the elec-
tion of new governments with alternative regional priorities; a lack of EU and national
funding for Visegrad projects; increasing economic disparities between the V4 econo-
mies; differing relations with the US; diversifying commitments to NATO and declining
military capabilities; and potential economic competition in attracting Foreign Direct
Investment (FDI).

CONTRADICTORY IMPULSES
The Visegrad group stands at the forefront of two intra-European movements that ap-
pear contradictory and will need to be reconciled in the years ahead: national sovereign-

ty and asymmietrical integration. While some Visegrad governments claim that they are
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defending national sovereignty from dilution and assimilation in a uniform “European
mainstream,” they are also opposed to being left on the sidelines of the process of deep-
er integration among EU members. The momentum of more intensive integration would
leave them more politically isolated and potentially economically poorer.

Across Europe, the defense of sovereignty has become a clarion call for politi-
cians and parties opposing a Brusso-centric EU that determines the economic, cul-
tural, and social policies of each member state. In small countries that have suffered
throughout their history from foreign imperialism and cultural assimilation, there is
pronounced fear of losing national identity through integration in a broader Homo
Europeanicus. Such sentiments are heightened by opposition to what is perceived
as attacks on traditional values by an allegedly “liberal” and “globalized” elite. This
has appeal among broad segments of the population who may feel both culturally
threatened and dismayed at widening economic disparities in their countries, which
Euroskeptic politicians have pledged to rectify.

The incumbent governments in Budapest and Warsaw in particular view themselves
as the bastions of a social and cultural “counter-revolution” against EU liberalism and
secularism, a national-populist approach that helps to sustain them in power. Their part-
nership is also mutually beneficial, as they can both block EU censure motions against
the other. One of the key triggers for national resistance is immigration from outside
Europe. The call for cultural self-defense has wide appeal in much of Europe, even in
countries where Muslim immigrants are few and their appeal for new migrants appears
slim, such as the Visegrad states. All four Visegrad capitals have underscored that they
will not accept significant numbers of asylum seekers from the Middle East and North
Africa and have rejected the European Commission’'s quota system for migrants.

In both Hungary and Poland the program for defending national sovereignty has
involved strengthening the controls of the ruling parties over national institutions,
including the constitutional court and judicial system, as well as closer supervision
of the official mass media. Other EU governments have attacked these moves as
undermining governmental accountability, the rule of law, the separation of powers,
and media freedoms that each state pledged to honor when it joined the Union.
Budapest and Warsaw both face EU infringement proceedings although it remains
unclear whether any real consequences will result. A continuation of current poli-
cies in Hungary and Poland and a renewed challenge to democratic institutions in
the Czech Republic following the October 2017 elections could place the Visegrad
states in a category of “faltering democracies.” Given the perceptions of democratic
backsliding, they could become increasingly ostracized and excluded by a more in-
tegrated EU core based around Germany and France.

Even while voicing their cultural and political Euroskepticism, the Visegrad states
express deep concern over the emergence of a two-tier or multi-speed EU, as pro-
posed by some older EU members that can cluster around Germany and France

The Visegrad Saga: Achievements, Shortcomings, Contradictions 11



and potentially marginalize the CEE region. The Visegrad states do not want to be
stranded on the sidelines and evidently do not want V4 to be perceived as an anti-EU
or anti-democratic bloc.

As a result, the V4 governments are engaged in an often-confusing balancing
act: opposing both EU federalization or any weakening of inter-state bonds through
a return to only a single market. Their ideal model would be an EU that is united on
issues important to them, such as economic development and the protection of
borders, but avoids tighter fiscal and political integration as proposed by some of
the older EU members. Paradoxically, if the role of supranational institutions within
the EU were to be decreased, this would actually weaken the bargaining position of
each Visegrad state within the Union.

The overarching problem is that the four Visegrad states are insufficiently strong
or influential to impact on the decisions of Germany, France, Italy, or other EU coun-
tries that may seek a more politically and institutionally integrated Union. For instance,
French President Emmanuel Macron has openly stated that a multi-speed Europe is
a reality and that countries seeking tighter integration should not attempt to push all
capitals to move forward in unison, thus indicating that the Visegrad countries may
be excluded from the process. For him, the foremost requirement for integration is a
reinforcement of the Eurozone. This could weaken the position of the V4 countries,
although less so in the case of Slovakia, and could contribute to dividing the four cap-
itals. Slovakia is the only Visegrad country to have adopted the euro, while the other
three have no plans to join the common currency, despite their EU accession treaties
requiring such a move.

Given the ongoing uncertainties over the policies of the Donald Trump adminis-
tration and the long-term impact of Brexit, the Visegrad states would each bene-
fit from developing closer ties with Germany.! The UK’s departure removes a large
state that has sided with a number of economic and social policies supported by
the V4 countries and places Berlin and Paris in a stronger position within the Union.
Collectively, the four Visegrad states have the potential to significantly contribute
to the development of the EU economy by ensuring social stability and tightening
budgetary discipline, and this will increase their influence in Berlin and Brussels.
And despite their criticisms of the EU, each capital advocates preserving the Union's
cohesion policy, as they benefit economically from such investments.

In the security realm, each V4 government has sought complementarity between
the EU and NATO. Poland, in particular, which feels most exposed to Russia’s aggres-
sive revisionism, does not want European defense capabilities to undermine the role
of NATO in providing collective defense.

However, some worrisome trends are also evident in CEE that gives ammunition
to nationalist and anti-NATO political forces in each country. A public opinion poll
conducted in the Czech Republic, Hungary, Poland, and Slovakia and released in
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May 2017 by the International Republican Institute (IRI) indicates waning commit-
ment to Euro-Atlantic institutions and vulnerabilities to Russian influence.? It reveals
a number of disturbing trends, including falling support for NATO, tensions over the
nature of European identity, and discontent with socioeconomic challenges. Such
sentiments are exploited by Moscow to divide the Union and the Alliance. In Slovakia,
60 percent of respondents feel that the US presence actually increases +++national
insecurity. A majority of respondents in all four countries evidently support “neutral-
ity” towards both NATO and Russia (Slovakia: 73%; Czech Republic: 61%Hungary:
58%; Poland: 53%). 75% of Slovaks believe that Russia should be a security partner,
followed by 59% of Czechs, 54% of Hungarians, and 35% of Poles.

The Visegrad formation is not considered as a security group and has no sig-
nificant common military structures, although it has recently accelerated plans
to form a small Battle Group. Individual governments have sought alternative in-
ternational formats, in addition to NATO, to more effectively pursue their various
national security objectives. For instance, Poland has developed closer security
ties with the three Baltic countries of Estonia, Latvia, and Lithuania. It is also trying
to develop a broader alliance within the Three Seas Initiative (TSI) that includes
Austria, Bulgaria, Croatia, the Czech Republic, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, Slovakia and Slovenia. The goal of the groups is largely econom-
ic, in fostering regional projects in the areas of energy, transportation, and digital
communication. The TSI is intended to complement connectivity between Eu-
rope’'s West and East, particularly along a north-south axis, but will be dependent
on EU funding contributions.

For their part, Slovakia, the Czech Republic, and Austria are exploring stronger
connections in the Slavkov Triangle. In January 2015, Czech Prime Minister Bohu-
slav Sobotka, Slovak Prime Minister Robert Fico, and Austrian Chancellor Werner
Faymann met at Slavkov near Brno in the Czech Republic. They adopted a joint
position against tightening sanctions on Moscow, claiming that all sanctions are
ineffective and should be lifted. The Slavkov Triangle was designed to coordinate
infrastructure, transport, and energy projects between the three countries.

In contrast with the V4, the Slavkov initiative is becoming institutionalized, with
a permanent tripartite working group on the level of deputy foreign ministers. This
model of cooperation may become an incentive to include other countries, such as
Slovenia and Croatia, in regional economic endeavors that could actually provide
new inroads for Moscow. The Slavkov initiative appeared to be a tactical victory
for the Kremlin, because a new crack appeared in EU policy toward Russia that
cuts across Central Europe and may undermine both V4 and TSI collaboration.

The Visegrad Saga: Achievements, Shortcomings, Contradictions 13
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RUSSIAN DIVISIONS

While competitive geopolitics has returned to CEE with a vengeance through Russia’s
pursuit of a new Moscow-centered “pole of power” in a broadly defined “Eurasia,’ the
common V4 response has been largely tepid and rudderless. Worse still, the region
has exposed itself to Kremlin inroads through expanding economic, political, informa-
tional, and intelligence penetration. In sum, Visegrad largely resembles a microcosm
of EU disunity.

Warsaw remains more assertive in focusing EU and NATO policy on Russia’'s aggres-
sion in the CEE neighborhood, has campaigned vigorously for energy independence
from Russia, and has viewed trans-Atlantic relations as paramount. Poland is also the
only V4 country that fulfills its NATO obligations by spending above 2% of its GDP on de-
fense. In contrast, Hungary, Slovakia, and the Czech Republic remain more circumspect
toward Moscow.® After Russia’s attack on Ukraine in early 2014, all three governments
proved hesitant in supporting sanctions against Russian officials partly for economic
and business reasons, especially where there is high dependence on Russian energy.
In some cases, political leaders have displayed sympathy toward a more authoritarian
political model or even perceive Moscow as a potential counterbalance to Brussels.

By focusing on short-term national or partisan party interests rather than more sig-
nificant strategic imperatives, Visegrad governments play into Moscow’s hands and
encourage Putin's ambitions in restoring Russia’s regional hegemony. For instance, the
partition of Ukraine did not convince Budapest to terminate its contract with Rosatom
for the modernization of the nuclear power plant in Paks, as Prime Minister Viktor Orban
avoided confrontation with Moscow and sought financial benefits. Czech Prime Minis-
ter Bohuslav Sobotka has opposed strengthening NATO forces in Europe, while Slovak
Prime Minister Robert Fico has protested against an increasing American military pres-
ence in several CEE states.

Russia’s officials focus on influencing political decisions in each Visegrad capital
through a combination of diplomatic pressure, personal and professional contacts,
disinformation campaigns, economic enticements, and energy dependence. Old com-
rade networks from Soviet times together with financial connections enable the Krem-
lin to exert political influence over certain officials and governments, challenge com-
mon EU and NATO positions, and assist Moscow's international aspirations. Lucrative
business contracts, donations to political campaigns, the possession of kompromat
material, and various forms of financial corruption allow Moscow to exert political
leverage and convince politicians to favor Russian investments or not oppose its for-
eign policy assertions.

Moscow also endeavors to benefit from political, ethnic, religious, and social tur-
bulence in the region in order to keep governments off balance. Putin's Kremlin ap-
peals to both the leftist old guard and the ultra-nationalist conservative Euroskeptics.

14 Janusz Bugajski
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As elsewhere in Europe, democratic regression in CEE combined with the growth of
nationalism and populism can favor Russia’s regional objectives by weakening dem-
ocratic institutions, engendering EU divisions, undermining NATO's effectiveness, and
distancing the region from the United States.

As a result of the Russia-Ukraine war, the Visegrad Group has been weakened, as
has the Weimar Triangle, established in 1991 as a consulting mechanism between
Germany, France, and Poland. Warsaw has been largely sidelined diplomatically from
the attempted Ukrainian peace process, while Berlin and Paris pursue their own at-
tempts with Moscow to resolve the conflict over Ukraine by in effect freezing the proxy
occupation of Donbas and accepting Russia’s annexation of Crimea.

There are practical as well as diplomatic consequences arising from Visegrad's
divisions over Russia. After Moscow's attack on Ukraine, numerous NATO countries
launched programs to support the Ukrainian armed forces, but differences emerged
between the V4 capitals in their levels of assistance. While Poland provided military
support from the early stage of Moscow’s invasion, the other Visegrad capitals fo-
cused mostly on supplying humanitarian aid. Nonetheless, by 2016, three of the four
countries launched military support projects and cooperation with the Ukrainian Min-
istry of Defense.*

In the eastern policies of the Czech Republic, Slovakia, and Hungary, relations with
Russia traditionally predominated over those with Ukraine. Such an approach was
barely affected by the Russia-Ukraine war, although it did eventually lead Bratislava,
Prague, and Budapest to revive their relations with Ukraine, and the Visegrad format
has proved constructive in this regard. Largely because of Poland’s involvement, the
V4 have lobbied more actively for EU support for Ukraine and contributed to keeping
the question of Ukraine on the EU's agenda. In addition, all four states ratified the
Association Agreement between the EU and Ukraine, supported the process of visa
liberalization for Ukrainian citizens, and backed the implementation of the Deep and
Comprehensive Free Trade Agreement (DCFTA) between Kyiv and Brussels.

The V4 has also become involved in more intensive energy cooperation with
Ukraine. Poland, Slovakia, and Hungary have played a key role in enabling the transit
of gas supplies from the West to Ukraine via reverse flows through their territories,
thus ensuring the security of gas supplies after Russia halted provisions following
its seizure of Crimea. The V4 is also involved in transferring experience to Ukraine for
increasing energy efficiency and reforming the energy sector to better integrate with
the EU energy market.

In addition, regardless of their extensive dependence on gas supplies from Russia,
Hungary and Slovakia joined the criticism of plans to construct the Nord Stream 2
pipeline from Russia to Germany under the Baltic Sea, which would bypass Ukraine.
However, as plans for implementing Nord Stream 2 continued to develop, countries
other than Poland have decreased their resistance to the project. Prague, Budapest,
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and Bratislava still view Russia as a largely reliable supplier of energy resources and
have sought ways to halt the decline in trade and investment with Moscow precipitat-
ed by Western economic sanctions.

Despite the divergences in national approaches, the Visegrad format has enabled Po-
land, which has a more realistic long-term approach toward Russia and Ukraine, to play a
positive role in helping to shape the position of its neighbors. For instance, in a joint meet-
ing of the V4 countries with the Prime Minister of Ukraine in Krynica, Poland, in September
2016 they formulated a common position on the inviolability of borders and the territorial
integrity of Ukraine.® Although some V4 leaders have questioned the rationale of econom-
ic and financial sanctions against Russia, thus far none of the four capitals have chosen
to block the renewal of sanctions in the forum of the EU Council. They have also declared
their full support for the “Minsk process” dealing with the proxy insurgency in Ukraine’s
Donbas and the implementation of agreements concluded in Minsk.

It is worth remembering that support for the European aspirations of Ukraine and
other countries in the EU's eastern neighborhood has been one of the core policy
prescriptions of the V4. Since entry into the EU in 2004, one of the main stated goals
has been active participation in shaping the EU's neighborhood policy towards the
states of Eastern and South Eastern Europe, and backing their aspirations to become
EU members. This policy gained greater traction after the launch in 2009 of the East-
ern Partnership, a Polish-Swedish initiative supported by the other V4 states. Indeed,
the Visegrad group has become an important format for strengthening ties between
Ukraine and the EU. In recent years, Ukraine has held meetings in the V4 Plus formula
at the presidential, prime ministerial, and ministerial levels. Such meetings provide
opportunities to develop collaboration in a broad assortment of economic spheres.

Ukraine has also been the biggest non-Visegrad beneficiary of programs funded by
the International Visegrad Fund (IVF).° Between 2005 and 2016 Ukrainians received a
total of €4.5 million in the form of grants and scholarships, representing 6% of the IVF's
total budget during this period. Ukraine has also been the IVF's largest beneficiary of all
the Eastern Partnership countries, with almost half of the funding earmarked for Kyiv.
Projects financed by the Fund are intended to reinforce social contacts between Ukraine
and the Visegrad states and support the economic reform process in Ukraine.

Looking ahead, the Visegrad states need to be cognizant of Moscow’s attempt to
undermine their relations with Kyiv by capitalizing on minority questions in western
Ukraine. For instance, after Ukraine passed an educational bill in September 2017 that
mandated the use of the Ukrainian language in schools, the legislation was swiftly
condemned in Budapest for allegedly violating the rights of the Hungarian minority. In
response, the Hungarian government threatened to stop Ukraine's integration with the
EU and its criticisms of Kyiv were echoed and amplified by the Russian media.” Buda-
pest had previously come under criticism for attacking the state of minority rights in
Ukraine at a time when the country was being forcibly partitioned by Moscow.
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FUTURE TARGETS

The Visegrad grouping has opportunities to increase its effectiveness but not by seek-
ing to establish permanent structures, as this would likely turn the initiative into another
expensive and unwieldy sub-European bureaucracy without boosting its effectiveness.
The Group would then exist regardless of its usefulness and vitality. V4 needs to focus
on realistic capabilities and prioritize a limited but achievable agenda, either in resolving
existing regional problems or in launching valuable new initiatives inside or outside the
EU. Above all, to be successful Visegrad must remain focused, streamlined, and conse-
quential. In this spirit, four recommendations are offered for the V4 in its future targets:

* Atlanticism: V4 needs to adopt a more assertive Atlanticist position to maintain
US involvement in the defense of Europe’s security. This will increase the Group's
cohesion and effectiveness and enhance its role as a player inside the EU. With-
out such a renewed impetus, the V4 may prove unable to play a significant role in
the geopolitical struggle for the long-term security and independence of Central
and Eastern Europe.

* Regionalism: Regional integration in such domains as infrastructure, cultural ex-
change, tourism, and the implementation of the EU's environmental goals will
strengthen each member of the Visegrad group. This corresponds to the original
purpose of the V4 and will be welcomed by Germany for its stabilizing effect on
the broader region.

* Security: V4 can focus on enhanced security cooperation by increasing military
expenditures to NATO requirements of 2% of GDP® Poland is the only V4 coun-
try currently meeting this benchmark. Slovakia's defense expenditures comprise
1.19% of its GDP, the Czech Republic, 1.07%, and Hungary, 1.05%. However, the
three laggards appear ready to boost their defense spending although this will
reportedly take time. Moreover, defense spending needs to be channeled into the
required NATO capabilities and this can be enhanced through joint defense acqui-
sitions. Such a program would save revenues and help each V4 country in acquir-
ing modern Western technology and reinforce Allied interoperability. Additionally,
Visegrad states need to be on guard to mobilize opposition against attempts
by some EU members to create an alternative European military structure that
would drain resources from NATO and weaken the trans-Atlantic alliance.

* Neighborhood: In the Eastern Neighborhood, the V4 could become the main pro-
ponent of either replacing or supplementing Germany and France in the obstructed
Minsk agreements concerning Russia’s war in Ukraine and help pursue a common
EU position. As during their NATO and EU accession process, the CEE should not
acquiesce to Moscow's neo-imperial and revisionist strategy in their immediate
neighborhood, as this will undermine their own security and sovereignty.
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The defense of national sovereignty, as claimed throughout Central Europe, must
also involve the defense of national and regional security. This in turn requires speed-
ing up the timetable for meeting NATO benchmarks in defense spending and helping
to strengthen NATQ'’s eastern flank against Moscow's revisionism. It is time for all
countries to fully commit in both word and deed to a common defense and demon-
strate that they are reliable neighbors and allies whose own sovereignty is worth de-
fending by the US.
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AUSTRIA AND THE VISEGRAD FOUR
AFTER THE NATIONAL COUNCIL
ELECTION

ERHARD BUSEK - SEBASTIAN SCHAFFER

ABSTRACT

The Austrian foreign minister Sebastian Kurz has won the recent snap elections and
will most likely become the youngest chancellor in the history of the second republic.
Although his party has been in government since the late 1980s, he was able to con-
vince voters that he would be the force of renewal and also partly adopted the rhetoric
of the far-right Freedom Party, which will in all likelihood become part of the next coa-
lition government. In this article we look at the implications of the potential chancellor
Kurz on the relations with the Austrian neighbouring countries, especially the Visegrad
Four. We will also take into consideration the challenges and opportunities for Vienna
through upcoming presidency of the Council of the European Union in the second half
of 2018, and present an argument for more macro-regional governance in the EU.

AUSTRIA AFTER THE NATIONAL COUNCIL ELECTION

Although it is unlikely that Austria will have a new government until the publication of
this article, we can assume that the next chancellor will be Sebastian Kurz from the
Austrian People’s Party (Osterreichische Volkspartei — OVP). With an unprecedented
victory of such a young lead candidate at the elections to the National Council (Na-
tionalrat) — the Austrian parliament — the only 31 year old current foreign minister
won with 31.5 per cent of the vote, gaining 7.5 per cent in comparison to the last elec-
tions in 2013. Never before in the second Austrian Republic had a chancellor from
the Social Democratic Party (Sozialdemokratische Partei Osterreichs — SPO) lost an
election against a competitor from the OVP. The SPO came second with 26.9 per cent
keeping the far-right Freedom Party (Freiheitliche Partei Osterreichs — FPO) at the
third place but only by a margin of 0.9 per cent.” Although being part of every govern-
ment since 1986/87, Kurz was able to re-brand the OVP as a force of change during
the electoral campaign. Only in the very last stage were the initials of the party used
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on the election posters. Kurz opened the lists for non-politicians and advertised them
heavily without revealing too much of their political agenda. The traditional black co-
lour of the party was replaced by turquoise and the name changed to Sebastian Kurz
List— the new People’s Party (Liste Sebastian Kurz — Die neue Volkspartei). The main
factors for his victory may have been the adaption of positions of the FPO, especially
concerning anti-immigration policies. Kurz mentioned repeatedly during the typical-
ly Austrian numerous TV debates that he was responsible for closing the so-called
Balkan route. Therefore, a coalition with the FPO, which gained 5.5 per cent since the
last election in 2013 and almost overtook the SPO, seems the most likely scenario.

A theoretically possible coalition between the SPO and the FPO would not only
mean that the front runner in the election will not become chancellor (something that
happened before in 1999 when the OVP with Wolgang Schiissel came third but was
able to convince the then second FPO to elect him as head of government), but also
put further strains on the internally divided SPO. In Vienna, where the head of the local
SPO, Mayor Michael Haupl, won his election against the FPO in 2015 and also did so
in this federal election, a coalition with the FPO's party leader Heinz-Christian Strache
is categorically excluded. A party convention decision still stands that no coalition on
the federal level with the far-right party should be concluded. In the Burgenland, head
of government Hans Niess| from the SPO, is in a coalition with the FPO, however, it
has lost more than 4 per cent compared to the last Nationalrat elections in 2013. That
doesn’t necessarily mean that the SPO will be in opposition, but even if they could
form a government with the OVP again, Kurz would still be chancellor (apart from the
fact that both parties are currently suing each other due to a scandal involving dirty
campaigning from an advisor to the SPO and alleged paying off for information from
the OVP). As long as the current chancellor Christian Kern remains head of the SPO,
according to his announcement, the Social Democrats will be in opposition.2

Speculations about a minority government with changing majorities depending
on the topic under discussion would also have Kurz as the head of government. At
the moment, a coalition with the FPO is the most likely scenario. Negotiations have
already started and are expected to conclude — if successful — until Christmas.® Soin
our analysis we will look at the implications of this situation for the Austrian foreign
policy towards its neighbours and especially towards the Visegrad Four states under
a new OVP-led government. Furthermore, the upcoming Austrian council presidency
in the second half of 2018 ending the trio cycle of Estonia and Bulgaria will be taken
into account. In that light, this article will also look at macro-regional strategies and
regional policy-making and their implications for the future of the European Union.
Finally, we will offer some recommendations to strengthen the Central and Eastern
European position in Brussels multi-level governance.
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HISTORIC LOW LEVEL OF COOPERATION

In the last years, Austria has seen a historic low level of cooperation with its im-
mediate neighbors. One reason for this is certainly the different policies during the
main phase of the refugee movements in summer 2015. While Kurz also shared the
welcome culture of Germany’s chancellor Angela Merkel, the Hungarian Prime Minis-
ter Victor Orban in particular took an opposite stance. The divide then became even
more apparent when a solution for the distribution of asylum seekers within the EU
was met with stark opposition from the V4. While Merkel kept her point of view during
her own electoral campaign that ended just three weeks earlier than the Austrian, the
rhetorical change from Kurz will at least help to ease these tensions with the V4. The
last chancellor from the OVP, Wolfgang Schiissel, is still keeping close contacts to
Victor Orban, but without direct consequences for Austria. During the first Austrian
Presidency of the Council of the European Union the then foreign minister Schissel
started the membership negotiations with the Czech Republic, Hungary and Poland
(despite the opposition from France and Germany). One may criticize that the rela-
tions between Hungary and Austria is comparatively a very weak one, given this long
historical tradition. This is a pity, because we need a closer cooperation along the riv-
er Danube, where Hungary is playing a very important role, but at the moment is not
too much engaged in mutual cooperation with Vienna. In the beginning of the 2000s,
there were common sessions of the council of ministers of Hungary and Austria,
which has not yet happened again in this format since the last meeting in Vienna on
20" December 2005. Both Kurz and Strache have been claiming a close and good
relationship to Orban during the electoral campaign. While the uniting factor here
was and is the shared view on stopping any (illegal) migration, the FPO will remain
the great unknown variable. We do not know how the Freedom Party will influence
foreign relations in the negotiations about a new government. Strache and almost all
participants of his negotiation team have very close relations to the Kremlin and there
is a strong pro-Russian fraction within the party. The FPQ is part of the Europe of Na-
tions and Freedom (ENF) political group together with, amongst others, the Northern
League from lItaly, the National Front from France and the Party for Freedom from the
Netherlands, which all do have close proximity to the Russian Federation and aim to
“destroy” the current system of governance in the European Union.

EUROSCEPTICISM IN AUSTRIA AND ENLARGEMENT OF THE V4?
So will we see a Eurosceptic turn in Austria similar to the developments in Hungary,
Poland and likely in the Czech Republic? Might Austria even be a potential new member

for the Visegrad group? Even in a coalition with the FPO, which has been openly working

Austria And The Visegrad Four After The National Council Election 21



together with Marine LePen in France, Geert Wilders in the Netherlands and also the
nationalist, right-wing populist Alternative for Germany (Alternative fiir Deutschland —
AfD) to “destroy” the current EU, Kurz will not adopt these policies. First, the Austrian
president Alexander van der Bellen has already stated that he will only confirm a gov-
ernment with a clear pro-European commitment (he has this power according to the
constitution; however, it has been rarely used. Nevertheless, during the last period of
the FPO in the government coalition, the then president Thomas Klestil denied certain
party members to become ministers). Second, not even the FPO has played any longer
with a potential referendum about Austria leaving the EU (so-called Oxit or Outstria),
because it has become widely unpopular after the decision of the United Kingdom to
leave. And third, there will not be a majority in Austria for such an endeavor. Kurz will
not risk his popularity among the young voters, who are generally open towards EU
integration (although Austria seems not only in this case to be an abnormity compared
to Western European electoral behavior, as the FPO was even more popular among the
under 30 electorate).* According to the latest Standard Eurobarometer for spring 2017,
only 16 per cent of the Austrians see their country facing a better future outside of the
EU. 49 per cent totally disagree. Which is nevertheless one of the lowest scores in the
whole EU. Only the UK (39%), Cyprus (43%), Slovenia (47%) and Italy (45%) score lower.
The newest member, Croatia, has the same number as Austria. The V4 not only have
more than half of the population strongly disagreeing (Czech Republic 51%, Poland
60%, Hungary 60%, Slovakia 61%), but also less than 10 per cent believing in a better
future outside of the EU, with the exception of 13 per cent in the Czech Republic (Poland
9%, Slovakia 8%, Hungary 7%).5

Austria has benefitted from the Eastern enlargement in 2004 but needs to find a
replacement for those advantages as the positive economic effects have already
started to wear off .6 Further enlargement could be one measure; however, Austria
hasn't been very active so far in contributing to an approximation of the (potential)
candidate countries. A Eurosceptic government will not be able to work as an
advocator for the Western Balkan states and therefore would lose the ability to be
among the main beneficiaries from a further integration of these countries. However,
Euroscepticismin the form Orban acts, does not necessarily mean no new members.
While for decades the widening of the EU went hand in hand with deepening the
flelds of cooperation among the member states, this logic has been abandoned in
recent history in general, but especially by the Hungarian prime minister. The Orban
government advocates to keep European decision at bay, first and foremost when
it comes to interfering with domestic policies. At the same time, his argumentation
to restore European law when it comes to the Schengen agreement and the Dublin
procedures is not wrong from a legal perspective. Furthermore, he has been a
strong advocator of an accession of the former Yugoslav countries and Albania
as soon as possible, reiterating this position during the 6" Annual European Union
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Strategy for the Danube Region (EUSDR) Forum held in Budapest on 18 October
2017. Therefore Orban’s Euroscepticism is oriented towards less policy integration
but with more member states.

In that sense, Austria and Hungary seem to be very much aligned in their poli-
cies. We will most likely see a tightening of the integration measurements for asylum
seekers, an area that has been in Kurz' responsibility from the very early stages of
his political career as state minister for integration back in 2011. Furthermore, he
took responsibilities for integration from the ministry of the interior when becoming
foreign minister in 2013. It is unlikely that he would let the FPO take over these tasks
in a potential coalition government. The FPO would more likely become responsible
for the already very conservative ministry of the interior and exercise even harsher
restrictions to be able to present themselves as securing Austrians in Austria.

Nevertheless, the electoral campaign has shown that the leader of the new Peo-
ple's Party is able to adapt his policies if they benefit him. The question will be if
the for now seemingly unconditionally following former strongmen (and to a less-
er extent strongwomen) in the OVP will also follow a less pro-European course. At
this time, Sebastian Kurz has ensured his European partners at the recent summit in
Brussels that he will act as a bridgehead for the EU, should he become chancellor.”

All of this does not prevent a potential enlargement of the Visegrad Four since
there is no anti-Brussels stance as a pre-condition. However, the reservations among
Orban and Co. might relate to the fact that now they can form a solid block within the
EU, which might become more diverse when having more members (Slovenia is also
mentioned in that context). Generally the interest of the V4 in Austria remains very
limited. While the FPO has repeatedly said that they favor joining, Kurz has clearly
stated that this would not be his interest, but rather trying to improve relations with
all Eastern European states, members and non-EU members alike.® The V4 countries
themselves do not always form a coherent block within decisions concerning the EU
as the re-election of Donald Tusk as president of the European Council has shown.
While the Polish Law and Justice (Prawo i Sprawiedliwos¢ — PiS) government tried
to prevent a second term for the former prime minister, Orban and also his Czech
and Slovak colleagues supported Tusk. Relations to the Russian Federation are seen
much more sceptically in Warsaw, than in the other three Visegrad countries. Slovakia
has already adopted the Euro as common currency and Prague might have followed
in the near future, although after the recent election in the Czech Republic with Andrej
Babis’ ANO party clearly winning almost 30 per cent of the vote, this has become less
likely. Joining the Eurozone is currently not a policy goal of neither Orban’s Fidesz
nor PiS. Babi$ nevertheless stated that he does not intend to take the country on a
similar course like Poland or Hungary, but sees a strong partner in Sebastian Kurz,
especially regarding refugee policy, although he will face greater difficulties to form a
government than his Austrian counterpart.®
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AUSTRIA'S EU PRESIDENCY

It is somewhat ironic that during the last EU presidency back in 2006, Vienna also had
a chancellor from the OVP. Brussels had to deal with a major internal crisis as well, the
failure of the Constitutional Treaty had a similar effect as the Brexit referendum. During
the Austrian presidency a new approach towards what is now the Treaty of Lisbon was
started. Kurz will have to help finish the Brexit negotiations, in order for the result to be
ratified until March 2019, if not, the UK and Brussels will fall back to WTO regulations
and (trade) relations. But this is the only similarity. The world (and the EU - read: its
members) is different. The V4 states had just been admitted then into the club. Euro-
scepticism did not really exist, especially in the Central and Eastern European countries,
or if it did, then it existed in Slovakia, which is now, as mentioned above, the only Viseg-
rad country to have introduced the Euro. The first “new” member state (Slovenia) only
held the presidency in 2007, but all of the countries from the 2004 enlargement will
have held the position by the end of this year. Schiissel, while having recovered from
the pariah status within the EU-15 after the other 14 countries introduced diplomatic
sanctions due to the formation of a government with the FPO in 1999, was approaching
the end of his term and chancellery. Kurz will just have started his first year as head of
government and even if the far-right Freedom Party will be part of it, he will not have to
face any repercussions from Brussels. Two reasons we should stress here:

First, in 1999, there were almost no far-right parties driving the political agenda in
the member states. This changed with the enlargement of 2007, as there was again
a right-wing nationalist (yet short-lived) political group called Identity, Tradition, Sov-
ereignty (ITS) formed in the European Parliament, which had not existed in that form
since 1994. In conjunction with this, the Treaty of Lisbon has further strengthened the
role of the EP and therefore it has become much more important to keep the various
political parties from the different member states in a strong fraction, in order to be
able to find decisions. So while a more relevant role of the parliament in the deci-
sion-making procedure helps to alleviate to a certain extent the democratic deficit
of the European Union, it also creates the paradox situation that the Fidesz party still
belongs to the European People’s Party (where also the OVP is a member), despite its
attempts to decrease democracy at home.’® Jan-Werner Miller argues that without
the importance to keep a majority within the EPP, Fidesz might have already been
excluded.” As mentioned above, the FPO is part of the ENF political group, successor
to the ITS. Currently there is a strong desire from Brussels to achieve an exit of the
potential coalition partner for the OVP from the ENF. This has, however, been rejected
by Norbert Hofer, former candidate for the Austrian presidency from the FPQ, stating
that membership in a group in the European Parliament does not say anything with
regards to content orientation of a political party, using the example of the OVP being
member of the same group as Fidesz."?
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Second, especially over the last five years with the presidential campaign of Donald
Trump, the political rhetoric and its acceptance in the political discourse changed
tremendously. Slogans that normally would have ended a political career are now
yesterday's headlines, only to be outdone tomorrow (and sometimes retracted the
day after). In Germany the AfD holds 94 seats in the Bundestag, instantly becoming
the third biggest party with 12.6 per cent of the vote. The campaign was heavily in-
spired by the former FPO campaigning. While Kurz promises a new political culture
in the country, this might in the end mean something different than expected, both
from him and the general public. Instead of fighting against crusted structures, the
FPO might become a reliable partner bringing further polarization into the political
discussion and therefore contributing to a normalization of this discourse. This be-
came apparent when, during the parliamentary election, most of the radical positions
and their main perpetrators — first and foremost the party secretary general Herbert
Kickl — were almost invisible, contrary to the presidential elections of last year (which
goes along with Hofer's aforementioned statement that we leave uncommented for
everyone's own interpretation).

All Visegrad governments are either in coalition with parties using similar stand-
points or are incorporating those positions into their party program. Therefore
Austria will not be the odd one out as 18 years ago, but rather be one amongst a
few, further aligning with its neighbors. Nationalistic, far-right Euroscepticism has
come of age.

Apart from the Brexit negotiations, the Austrian presidency will also finish the trio
program consisting of Estonia and Bulgaria. Five priorities have been presented:

1.A Union For Jobs, Growth And Competitivness (sic!)

2.A Union That Empowers And Protects All Its Citizens

3.Towards An Energy Union With A Forward-Looking Climate Policy
4.A Union Of Freedom, Security And Justice

5.The Union As A Strong Global Actor™

This will prove the ability of a Kurz government to work together with all EU mem-
bers to a test. While the interest in reaching a solution with the United Kingdom
that works for both parties seems to be more or less a consensus, the working
programme — depending on which ministries are held by which party in the new
coalition government — bears potential conflicts with the big countries like Germany
and France for instance in the fields of environmental protection and reform of the
internal security of the Union.
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A NEW “DILEMMA DER GLEICHZEITIGKEIT*

The German political sociologist Claus Offe coined the term “Dilemma der Gleich-
zeitigkeit” (dilemma of simultaneity) when analysing the transformation processes in
Central and Eastern Europe at the beginning of the 1990s.™ In his article he referred
to the necessity and at the same time seemingly impossible challenge to introduce
political and economic transformation as well as in certain cases even nation building
after the fall of the iron curtain. The EU is currently facing its very own “Dilemma der
Gleichzeitigkeit”, dealing with the Brexit, necessary internal reform and potential enlarge-
ment. However, if done right, this can lead to a stronger EU and if there is one lesson to
learn from the history of European integration, it is certainly that Brussels has always
emerged stronger from a crisis. The Single European Act overcame the so-called Eu-
rosclerosis describing the stagnation of European integration in the 1970s and 1980s.
Paving the groundwork for today’s Single Market and introducing the qualified majority
voting which nowadays has become the regular decision-making procedure, preventing
giving one country a veto power. The setback of the negative referendums on the Treaty
establishing a Constitution for Europe in France and the Netherlands ultimately led to
the Treaty of Lisbon, containing the majority of the proposed reforms of the Constitu-
tional Treaty, leaving out only largely symbolic potential changes. The new Austrian gov-
ernment will have the chance to drive the EU out of its current crisis but is also at risk to
be overburdened with the simultaneous tasks at hand. Due to the political convergence
to the V4 after the National Council elections but also as a partner for Germany and
France, the Kurz government does have the potential to serve as the promised bridge-
head in this discussion and negotiations. With London leaving the EU, there will also
be a power shift in the European Council. The new double majority, where a decision is
taken if at least 55 per cent of the member states that at the same time represent 65
per cent of the population agree, the roughly 65 million less inhabitants of the United
Kingdom in this calculation will expand voting powers of bigger countries like Poland.
But also, according to the calculations of Ralf Thomas Gollner, the Visegrad countries
in total would increase their relative voting power by 36.1 per cent.’ If we add Austria
(+3%), the V4 plus one will almost reach a 40 per cent expansion of their voting power.
Together with Romania (+6.7%) and Bulgaria (+2.0%), this almost reaches 50 per cent.
However, the more likely partners in the V4 plus plus format, Slovenia (-2.5%) and Cro-
atia (-0.4%), actually diminish the decision-making power of the block. In any case, the
Central and Eastern European states will gain significant influence, first and foremost
Poland, which alone accounts for 27.8 per cent of the rising voting power of the Viseg-
rad Four. This will certainly not contribute to a more balanced approach within the block
from Warsaw, who already considers itself to be more important than its partners. As an
honest broker, Austria could definitely shape the future of European integration, if good
relations with its neighbors will be improved. One aspect that has been neglected so far
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is that, with the exception of Donald Tusk as president of the European Council and for
a very brief period Jerzy Buzekas president of the European Parliament, the member
states have so far failed to integrate representatives from the Central and Eastern Euro-
pean countries in top positions in Brussels. Furthermore, institutions and agencies are
almost exclusively located in the “old” member states. This certainly prevents identifica-
tion as equal partners within the EU among the population of the “new” member states.
Although location and country of origin can certainly not be the only factor in such de-
cisions, it should be taken into account to foster coherence and balance in the Union.

MACRO-REGIONALISATION INSTEAD OF RENATIONALISATION
AND AUTONOMY

Since the mid-1980s regionalization has been an ongoing discussion within the context
of European integration. Mainly driven by the German Lander in the beginning, it has
become by now within a Union of 28 countries a discussion of preserving the national
identities of the old and new member states. Subsidiarity has shifted from a concept
of countries acting together in solidarity to a concept of more autonomy for the mem-
ber states within the system of multi-level governance. While in principle this is useful
regarding questions of identity, democracy and to a certain extent also efficiency, there
is a looming danger of undermining the basic idea of the EU. Additionally, with inde-
pendence movements in Scotland (although neglected by the population pre-Brexit)
and more recently in Catalonia as well as striving for more autonomy of regions in Italy
(Lombardy and Veneto), Brussels’ ability to act is further destabilized, since the EU is
only as strong as its member states let it be. Weaker countries therefore equal a weaker
EU. We believe that not only has the EU proven its capacity to alleviate regional differenc-
es economically but also politically, be it internally (e.g. Germany) or between member
countries (Northern Ireland, South Tyrol). Smaller blocks of similar interest within the EU
like the V4 or the latest Three Seas Initiative can help to formulate opinions and help the
negotiations on a European level, however, preserving regional and even national identi-
ty while at the same time contributing to European integration, macro-regional initiatives
like the EUSDR and its existing as well as planned counterparts are much better suited.’®
The full potential of these relatively new concepts of governance within the EU has not
yet been unlocked. A better coordination between the strategies is necessary and the
“Three No's” rule introduced by the European Commission (no new financial resources,
no new institutions and no new regulations) should not be continuously repeated when
it comes to discussions on their added value. Furthermore, existing cooperation within
the targeted areas of those strategies in hindsight of duplication of efforts by all stake-
holders involved need to be avoided. Only then will regionalization be beneficial to the
whole EU, not if it is undertaken nationally, but across borders.
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This would contribute to the idea of a multi-speed Europe — countries that want to co-
operate more can do more together —, while at the same time it must ensure that the very
core values upon which the EU is based — human rights, democracy, rule of law — are not
undermined. This seems to be the biggest challenge: to overcome the division between
the V4, which opposes differentiated integration and further deepening, and the ideas of
the French president that outlined his vision for a stronger, reformed EU. Germany, while
generally open to Emanuel Macron's proposal, will have to determine its own ideas with
the new coalition that will nevertheless be much more integration-friendly than the Viseg-
rad plus countries, including Slovenia, Croatia, Bulgaria and most likely also Austria.

The macro-regional structures represent the possibility to push the integration for-
ward. The chance of the macro regions is that in smaller entities than the whole Euro-
pean Union more common positions can be created. It is also easier to define what is
necessary for the voters and also to focus on the local differences. One of the difficul-
ties until now is the different levels of integration and the differences, which is mainly
described as the problem between North and South. It is not really the difference
between the two directions but also the different development mainly depending on
the time that the countries spent within the Soviet Empire. It is not possible to change
the situation within a short term. One can see the difficulties in the realizations of the
two Germanys, which is not only creating economic and social difficulties but also a
different mentality and also sometimes extreme reactions. In Saxony, one of the new
Lander within Germany that were located on the territory of the former German Dem-
ocratic Republic, the AfD became the strongest party in the federal election.”” Maybe
it is necessary to develop more specific dialogues on this subject in different fields.
It is crucial to bring it down to the local level, because here you can create an involve-
ment of more citizens explaining what is essential in Europe. We shall not forget that
we have these difficulties also concerning the Western Balkans, where we have a still
much more differentiated situation. The increasing importance of the Western Bal-
kans results from its neighboring on the Near East, especially to Turkey. It is to expect
that migrants will continue to come from this area, but also from Africa through Libya.
In this context, we hope that all stakeholders involved are able to develop a joint Med-
iterranean strategy of common affairs. Until now the example of Frontex activities in
the Mediterranean Sea concerning migrants and “boat people” are not very satisfying.
It is not a "border problem’, it is a problem of neighborhood and cooperation!

CONCLUSION AND OUTLOOK
The elections to the National Council have presented the frontrunner Sebastian Kurz
with a solid opportunity to use his mandate to form a government to not only im-

prove Austria’s relations to its neighbors but also take an important role in shaping
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the future of the European Union. Cooperation with the Visegrad Four will be crucial
in this endeavor. The Council presidency in the second half of 2018 is the necessary
stage to bring all members of the European Union together. The upcoming parlia-
mentary elections in Hungary in spring 2018 will make this not an easy task, but
if Kurz is able to work with Viktor Orban past his more than likely re-election, gaps
between the old and new member states could be significantly reduced. Poland will
be a challenge to a different extent, since the size of the country and policies of the
PiS government do differ to a certain extent from the other V4 countries and also
Austria. Furthermore, if a reform of the European institutions fails to be delivered,
the nationalistic, far-right, Eurosceptic parties in Central and Eastern Europe, but
also in the whole EU, whether they are in government or opposition, will further be
strengthened.

This is the biggest challenge, but also the best opportunity for the new Austrian
government to present them as pro-European. A true reform of the European Union
needs a broader approach than just from Paris and Berlin. While in former days, the
French-German motor was driving the engine of European integration, today this
mechanism consists of much more parts. That doesn’t necessarily mean that we
have 27 different opinions on the future of the EU; however, more sensitivities need
to be taken into account. There will always be electoral campaigns ongoing in one
or more of the member states. That must not be an excuse to stall reform. As we
mentioned before, Kurz has the potential to bring together old and new member
states, to lay the foundation for a political Union that consists of both and includes
the Central and Eastern parts, because currently Brussels is still too much centered
in the West. The great unknown will be Kurz' coalition partner. It remains to be seen
if a re-start of a Europe as Macron coined in his vision will be possible with the FPO,
which — according to their European policy —is at best willing to reduce European
decision-making to a minimum.

For the daily European governance we reiterate the importance of using the mac-
ro-regional potential. Even with the increased decision-making power of the V4 plus
countries, there will not be a blocking minority in the Council. Finding consensus will
remain key. The Danube Region has a special position in that context. Not only does
it comprise countries with the controversial standpoints concerning for instance the
future regulation of the distribution of asylum seekers, but all the (potential) can-
didates for future enlargement are also located within or in the direct vicinity. And
when we look further ahead to the external relations of the EU, especially towards
the Russian Federation and the shared neighborhood, the future does indeed lie
downstream.
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THE CHALLENGE OF THE VISEGRAD
GROUP: BENEFITING FROMITS
POSITIONS IN THE EU’S COALITION
PATTERNS

MICHIEL LUINING

ABSTRACT

Several developments point to the increasing relevance of coalition building within
the EU, including a ‘structural’ coalition such as the Visegrad format (V4). Aside from
political differences, the challenge of the V4 is whether it can maintain a degree of
institutional strength, reliability and a culture of consultation from which several bene-
fits could flow when their individual preferences do converge. Some V4 countries play
a relevant role in the EU’s coalition patterns while others could be a risk. Nevertheless,
several member states are potential partners for the V4 with regards to recent politi-
cal developments (to balance the French-German axis, to prevent a persistent multi-
speed EU and to protect interests). Although regional coalitions are rarely politically
decisive, they are relevant to the EU’s governance and interlink member states in the
EU’s pattern of coalitions.

INTRODUCTION

Since 1991 the Central European countries Czech Republic, Hungary, Poland and
Slovakia tried to cooperate and represent their interest through a format called
the Visegrad Group (alternatively Visegrad Four, V4). Recently, this cooperation
became quite visible, particularly surrounding the migration crisis in 2015. Envi-
sioned as a format to facilitate Euro-Atlantic integration of its members, it appar-
ently transitioned into a more self-assertive or rebellious’ format in the EU." At the
same time, this common ‘self-assertive’ stance might, before it even fully started,
paradoxically be coupled with an equal trend of increasing irrelevance, including
a seeming split within the V4.2 These projections are mainly derived from political
rhetoric in the media and occasional high political clashes. They also fall into de-
scriptions of an EU divided between North and South, West and East. While these
divisions based on the respective divergent political and cultural economies to a
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certain extent hold true, reality is more complex. Depending on policy issue, coali-
tions across the EU in fact differ and change, while regional coalitions remain to exist.

This seems contradictory, and the V4 cooperation has often been declared dead
(or alive again).® However, such general descriptions gloss over the multiple dynam-
ics and reasons of (structural) coalitions. An analysis of common policy positions
or voting would furthermore be too static and, next to consensus still playing an im-
portant role in European decision-making, fails to grasp the processes and develop-
ments of European decision-making. Assessing the challenges of the Visegrad Group
requires first a good understanding of coalition building in the EU. Ultimately, the
opportunities of the Visegrad Group originate from its shared interests or strategic
objectives. These objectives derive from common semi-structural geopolitical and
(cultural) economic environments. They are, however, again not static and influenced
by changing internal dynamics and policy preferences of their individual members.
These elements moreover interact with, and are influenced by, a changing structur-
al environment of the EU including a prospective Brexit, shifting coalitions and fu-
ture-EU related proposals in the European Council (EU Leaders agenda). Measuring
the challenges of the Visegrad cooperation means also viewing the V4 not as an end
initself, but (paradoxically) assessing whether it is instrumentally stable enough to be
able to defend common interests in the EU when they do emerge.

Against this background, the challenges of the V4 will be evaluated on the fol-
lowing three levels. First, by looking at the relevance of coalition making in the EU
and its (changing) dynamics (paragraph 1 & 2). Second, by analyzing the (potential)
strength of the Visegrad: looking briefly at commonalities of interests, policy prefer-
ences and the institutional dimension (paragraph 3). Finally, the strategic positions as
well as the obstacles of the Visegrad countries within the EU’s coalition patterns will
be touched upon (paragraph 4), followed by a conclusion.

I. STRUCTURAL EUROPEAN COALITION CHALLENGES

The relevance of coalitions, particularly structural (regional) coalitions such as the
Visegrad Group, has increased in European decision-making and governance. At the
same time, the V4 itself faces increasing structural challenges. There at least seven
challenges (not necessarily separated from each other) which member states face.

1. An ever larger EU
First of all, the EU is comprising ever more member states. After the big enlargement

of 2004 (which included the V4 countries), Bulgaria, Romania and recently also
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Croatia have joined the Union. While the UK is on its way out and enlargement fatigue
is clearly present within several parts of the EU,* the European project is most likely
(in the long term) to enlarge further beyond 27 member states. In fact, enlargement is
one of the talking points of the Visegrad cooperation within the EU.® This (potentially)
ever larger EU implies that the relative weight of each country, including the V4, has
become smaller.

2. Extended Qualified Majority Voting

Since the implementation of the Lisbon Treaty the use of the ordinary legislative pro-
cedure (based on majority voting) in the EU Council has been extended to most of
the EU policy fields. An estimated 80% of decision-making now occurs via this proce-
dure, including on agriculture, energy, immigration and certain aspects of judicial and
police cooperation and the EU’s trade policy.® As a consequence, the veto-power and
thus control of individual member states on the European project has diminished.
European Commission President Jean Claude Juncker pressed recently to take more
and expedient majority decisions.” Even if consensus will remain important and cus-
tomary in many policy areas, the ‘shadow of the vote' naturally influences the com-
promise that is being presented as consensus in the end.®

3. New Qualified Majority Voting

New majority voting rules, which lower the threshold for adoption by the Council, have
been introduced with the Lisbon Treaty as well.? This implies that since November
2014/March 2017 (till then the old rules could be invoked) the V4 has lost potential in
creating a blocking minority. While the year 2015 may have been perceived as a rise
of the V4’s prominence, a possible emancipation of the V4 as a voting bloc is rather
a little too late. Under the old voting rules the V4 nominally had an equal amount of
voting rights compared to France and Germany combined (58 votes). This meant
that with the support of one of the big member states, Germany, France, UK, Italy
or Spain (27 to 29 votes), and another small member state (ranging from 14 to 7
votes) a blocking minority (93 votes out of the 352 votes distributed in the Council)
would have been possible. With the new rules, a blocking minority must include at
least four Council members representing more than 35% of the EU population. This
gives more weight to big member states. The V4 countries comprise only about 13%
of the EU population, implying it needs at least one big member state and multiple
small member states in order to create a blocking minority (and thus increase its
leverage in negotiation). In general, extensive coalition building is important for every
member state; e.g. the largest five member states still need 11 countries to achieve a
winning majority, which requires 65% of the EU population and 55% of the vote (each
member state having one vote). Nevertheless, the Visegrad - with the sixth largest EU
member state Poland among its ranks - can be easily outmaneuvered. In an EU-28,

The Challenge Of The Visegrad Group: Benefiting From Its Positions 33
In The Eu’s Coalition Patterns



a coalition of all small member states still need at least two or three big member
states to achieve a majority; realistically a coalition without Germany and/or France
has no chance.

4. Formal negotiation procedures

In order to influence policy one has to negotiate with an increasing number of coun-
tries; a reality that does not fit the formal negotiations surrounding EU Council meet-
ings. For example, the regulations of the Council stipulate that like-minded countries
are expected to present their proposal together with one speaker.’® Teaming-up and
negotiating in subgroups in earlier phases (and creating the necessary structures for
it) is desirable and has become more important.

5. An ever integrated and complicated EU

Policy-making and negotiations have in general become more complicated, technical
and numerous in an enlarged and further integrated EU. Yet small member states
only have limited administrative capacities and can therefore only focus on a limited
amount of policy fields. They need to prioritize and carefully pick their battles and
have less strategic tools at their disposal in negotiations such as side payments,
linkage strategies and proposing detailed package deals.”” These deficiencies can
however be counteracted by working structurally together with other member states
(see paragraph 2).

6. Brexit

Poland, as one of the ‘Big Six’ EU member states, traditionally served as a potential
channel for the other V4 countries to these dominant big member states. However,
with Brexit the strategical landscape of EU member states will alter, in particular the
positions among these Big Six will be affected. As research from the European Council
of Foreign Relations (ECFR) shows,'? Poland has strong ties only with the UK and Ger-
many (and the UK has strong ties with Germany). Consequently, it has the most to lose
with Brexit, becoming strategically less relevant in the context of the soon to be ‘Big
Five'. The French-German axis is the strongest, and France, Spain and Italy are also well
connected and less so with the UK. Their positions are thus to strategically increase
with Brexit. Regardless of current political winds, Poland has (already) been the least
well connected among the Big Six. With the departure of the UK, and without a change,
this is to increase further and indirectly affect the potential of the Visegrad Group.

7. Developments in the European Council and multi-speed Europe

More and more European affairs have become ‘Chefsache’, involving high level po-
litical contacts. In the last years, the European Council has played a pivotal role
as crisis manager from the economic crisis to migration, which has increased the
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relevance of intergovernmental coalition building. While consensus is the norm in
the European Council, decision-making is highly political and when it takes place in
a context of crisis and time pressure, big member states or established coalitions
can more easily press others. It also takes allies to block a proposal, as it is unusual
to bloc proposals unilaterally. The recently developed Leaders Agenda by European
Council President Donald Tusk, that is to address the major political dossiers of the
EU in consensus through multiple informal meetings, does not necessarily change
that.’™® The Leaders Agenda is welcomed by member states as a way to take con-
trol over the European project (as opposed to the European Commission’s political
ambitions, something the Visegrad Group generally does not support™). However,
supranational institutions traditionally have served as a protector of some of the
smaller Visegrad states, providing a platform among the political clash of big mem-
ber states. Despite the appeals to unity, the ‘threat’ of a multi-speed Europe also pro-
vided for by the EU Treaties via enhanced cooperation has furthermore emerged.
Bulgaria, Romania and Croatia have also voiced concerns that the EU institutions
that give them clout could be hollowed out with (intergovernmental) multi-speed
integration.’™ Moreover, Tusk expressed he will not hesitate to point out member
states who frustrate the process towards a compromise or consensus with regards
to troublesome EU reforms.’® As a consequence, several member states could opt
for a sub-optimal compromise to remain at the core of newly build EU structures/
policies, instead of being marginalized in a multi-speed EU. Opting out of new EU
policies could not only imply loss of possible funds/benefits attached to it, but also
less influence on the development of the EU policy that one is possibly to adopt
later. Furthermore, one will have in theory less potential to make European package
deals, reinforced by the fact that a multi-speed Europe already exists with regards
toi.a. Schengen and the Eurozone.

In sum, the EU’s (changing) playing field shows the (increasing) need of (new) coa-
lition building in the EU. The Visegrad's challenge is not only to seek ways to maintain
and intensify their cooperation, but also to re-energize and expand relations with oth-
er potential partners through its V4+ format.

Il. STRUCTURAL BENEFITS OF (REGIONAL) COALITIONS

While temporary (voting) coalitions emerge on policy specific topics among member
states, structural coalitions could exist in relation to re-occurring thematic dossiers
as well as territorial regional coalitions such as the Visegrad Group, which are i.a.
based on historical legacy and like-mindedness. Following mainly Ruse,"” there are
at least five potential benefits of a structural coalition. In short, a structural coalition
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works as an important ‘input’-coalition and therefore as a potential valuable ‘output’-
coalition; i.e. European agenda setting, a recognizable platform to reach out to
potential additional partners and a shared position or vote on issues.

1. Improvement of information position and expertise

By creating structural coalitions with like-minded countries, (small) member states in-
cluding the V4 can attempt to compensate their structural deficiencies and increase
their influence in the EU’s negotiation field. Whether consensus is the habitual pre-
ferred method (most notably the European Council) or if this is under pressure by
increased majority voting (such as in the EU Council of Ministers), coalitions do not
only exist in order to pool voting power, nor is it necessary for the individual members
of the coalition to have the exact same policy preferences. Member states working
together structurally and intensively have a comparative advantage as they build up
trust and facilitate the bundling of capacities among them; sharing of information,
knowledge and expertise and the participation in relevant networks. In the informal
pre-negotiation stage this can increase the country or coalition's bargaining power
due to superior expertise, knowledge, network capital and the resources to provide
common argumentation for their positions.'®

2. A testing environment of ideas and negotiation positions.

A structural coalition offers a safe environment to test out ideas and policy preferences
(e.g. whether positions are not too extreme). Policy positions can be augmented and
refined arguments commonly constructed. Possibilities can be explored to create a
strong coalition position before attempting to advocate it at the EU-level at large.™

3. Arecognizable platform to reach out to potential partners

An institutionalized format with a name creates external recognition and makes it
easier for its members to reach out to possible additional partners. Potential part-
ners realize that by talking with an individual country or with the format itself, they
can probably reach out or influence multiple countries at once, making them more
attractive to invest in them.

4. To pool and project normative justifications and rhetorically trap opponents

Structural (regional) coalitions facilitate the pooling of normative justifications and
consequent rhetorical action which could (indirectly) grant a bargaining advantage.
Negotiations may be conducted by ‘rational’ governmental actors following primarily
an ‘objective’ national economic interest, they also conform to norms by following
cost-benefit calculations in order to avoid punishment in terms of exclusion or repu-
tational damage. To strengthen their political stance, the positions of governments
are often sold to the general public (who in many cases are not, or cannot be, aware
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of the intricate details of interests and policy) with reference to a normative goal.
Governments can however use (other) normative appeals to rhetorically address the
public in other countries and take away rhetoric tools (‘rhetorically entrap’ their op-
ponents). Structural coalitions with a (constructed) identity are in the best shape
to commonly pool norm-consistent arguments and, to the support of their possible
converging preferences, diffuse these norms among the European public who then
serves as an arbiter.?® The Visegrad view on the handling of the EU’'s migration and
refugee issue might provide an example. In their rejection of refugee quota, next to
primarily Poland and Hungary's focus on a ‘defense of a Christian Europe’, the V4
moved from a solidarity discussion (for electorates in other countries also in their
'rational’ national interests) i.a. to a security discussion with a general normative jus-
tification of political overreach by ‘Brussels’. They projected the idea of a Europe of
nations working together and not forcing ‘ineffective majority decisions’ on one and
another. Even though some V4 members were more vocal than others, in the percep-
tion of the European public normative justifications were connected to the Visegrad
Group as a whole. This public was not only introduced to different ‘practical’ argu-
ments but also different normative European views, a ‘Central European view’, taking
away or contesting existing rhetorical tools (including European solidarity with terms
as flexible solidarity).”

5. Relative protection.

Coalitions can also be influential after European decisions (by majority) have
been made. The interpretation, execution and enforcement of existing European
arrangements move between certain (practicaland political) margins. Thisis reinforced
by the increasing political nature of the EU (including the European Commission) and
the required reliance of the European Commission on the political will of the member
states - instead of the EU Court of Justice - to enforce arrangements. Margins of
flexibility within European rules or frameworks can exist in relation to unique national
circumstances but can be kept to a minimum. However, when several member states
team up, it increasingly puts pressure to interpret the existing agreement in a more
compromising way. This could range from more or less technical arrangements or
policies (whether or not ending up at the EU Court of Justice) to high political ones
such as the discussions surrounding energy market projects,?? the Stability and
Growth Pact,” the role of the EU in relation to the rule of law in member states*
or the straightforward rejection of a majority decision involving the redistribution of
refugees. While these kinds of actions (in the long run) are damaging towards the EU
and/or the actors due to isolation, it's a reality that cannot be denied. In the short term
it can serve as a tool to force political change. In case of such actions to relatively
succeed or prevent repercussions, having allies is important. Trust and solidarity
are relatively built up within an institutionalized format for the sake of continued
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cooperation, thereby potentially granting some protection to one of its members. At the
same time, this relative solidarity - e.g. Slovakia that distances itself more and more
from Hungary and Poland - can quickly run out of balance.?®

I1l. THE POTENTIAL STRENGTH AND UNITY OF THE V4.

The Visegrad Group is obviously not an end in itself but a platform for the interests
of its individual members. Nevertheless, allegedly, as with other territorial alignments
- such as the Benelux group, the Nordic-Baltic grouping and a rather coherent Med-
iterranean bloc - regional coalitions often share, next to a common historic and
regional legacy, socioeconomic preferences . They more or less depend on ‘who you
are’ (instead of ‘what you want’) in which like-mindedness on the basis of culture,
geography and ideology or shared interests are relevant.?® The degree to which the
V4 format can effectively influence European decision-making or upload matters at
EU-level depends on their shared characteristics/interests, its subsequent common
policy preferences, and its institutional strength.

Common characteristics?

First, the Visegrad countries share a historical legacy of geopolitical vulnerabili-
ty, caught between West and East, which is further cultivated through identity.
While their identities differ widely (for example the linguistic and religious char-
acters) and have in fact clashed, the overarching sense of ‘Central-Europeanness’
remains. As the ‘institutional’ expression of the region, the format facilitates a
stronger Central European identity which feeds back again into stronger Europe-
an legitimization, political support and the potential of rhetorical action. However,
the awareness of the V4 and the accorded relevance by the public is not that high,
latest research shows.?’

Secondly, they share the post-communist legacy of a political ‘return to Europe, entering
the EU together (albeit not intentionally) in 2004. While the current political developments
in particular in Hungary and Poland show that the values of euro-Atlantic integration such
as liberal democracy are under strain, the strong support for membership among political
elites and the population, and the desire to emancipate in a common European project,
have been structurally present. Unexpectedly, the Czech Republic (scoring overall better
than its partners in various rule of law, democratic governance and (anti)corruption indi-
ces)? is the (current) exception when referring to support for EU and euro membership
(possessing the most Eurosceptic population and political party landscape).?

Third, they share a legacy of a post-communist economy that still needs to
catch up with the West, requiring a transition from the efficiency-driven state of
development into the innovation-driven stage. They are heavily dependent on for-
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eign and western direct investment (Netherlands, Germany, Austria and UK are
important for all four)®® and are net-receivers from the EU-budget which is an
important contribution to GDP?' They are (still) dependent on the import of raw
materials (mainly from Russia) including gas supplies®? and have a relatively high
energy intensity of the economy.®® The EU’s internal market is crucial for them.
Together with Luxembourg they are in the top 5 of EU countries of conducting
trade within the EU. As relatively traditional economies (manufacturing and in-
dustry), they face and seek common challenges and opportunities in automati-
zation, robotisation and digital developments. Many of its citizens make use of
the freedom of movement, which provide both economic opportunity but also
demographic and economic concern in relation to brain drain. In 2015, among
the top 3 export partners of all Visegrad countries, Germany by far ranked the
highest (from 28% to 38% of exports) among all V4 countries. The 2" and 3
export partners among the countries are each other, with the exception of Ro-
mania and UK being the second most important partner for Hungary and Poland
respectively.®

However, they also compete against each other by striving to offer the best
conditions for (Western) investment and their integration among themselves is
limited. Slovakia is a Eurozone member, while all other V4 partners are neither in
the European Exchange Rate Mechanism nor have they pegged their currency to
the euro. The Czech Republic is set to become a net-contributor to the EU-bud-
get. The country, and to a lesser degree Slovakia, stands out economically (in
Purchasing Power Parity and GDP per capita)®. Finally, although three out of four
take an important stake in nuclear energy, their energy production varies and
common interest is limited.%

Shared interests and policy preferences

A survey by the ECFR, conducted in summer 2016 among EU policy makers and
experts across the EU, show that the V4 share quite some common interests.%’
Respondents from Hungary, asked to select up to five countries which gener-
ally share interests and policy preferences with their country, accord in total
67% of their votes to its V4 partners, followed by respondents from Slovakia
(65%), Czech Republic (62%), Romania (38%) and Poland (28%). Zooming in on
four policy fields specific and asked which countries they consider as essential
partners, the respondents pick t similar kind of countries and rank each other
high.®® Nevertheless, there are some imbalances. Poland does not grant much
importance to the V4 regarding security and defense, and Slovakia not at all
with fiscal policy.
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TABLE 1. FOREIGN AND DEVELOPMENT POLICY
(SHARE OF VOTES TO PERCEIVED ESSENTIAL PARTNERS).

Czech Republic | Slovakia___

Top 7
_Germany 17% _Germany 10% _Germany _12% CzechRep 27%
__France = 12% _ Poland = 10% CzechRep _10% _Germany 20%
_Poland ~ 12% _Slovakia 9% _Hungary 9% _ Poland = _13%
UK 10% CzechRep 8% _Slovakia 9% _Hungary 13%
_Austria 8% UK = 8% _ UK = 9% _ UK = 13%
_Slovakia 8% __ Austria 7% _Sweden 8% _ France = 13%

TABLE 2. SECURITY AND DEFENSE
(SHARE OF VOTES TO PERCEIVED ESSENTIAL PARTNERS).

|_CzechRepublic | Hungary | Poland | Slovakia |

__France = 17% _ Poland = 13% _Germany _17% CzechRep 27%
_Germany  _17% CzechRep 12% UK 13% _ Poland = 20%
_ UK 17% _Slovakia  12% _ France = _9% _Hungary 20%
__Poland = 15% _Germany 9% _Sweden 8% _Germany 7%
_Slovakia 11% _ Austria = 5% _Hungary 7% _ Austria = 7%
_Hungary 4% _Slovenia 5% _ Estonia 6% _ France = 7%

TABLE 3. ECONOMIC AND SOCIAL POLICY
(SHARE OF VOTES TO PERCEIVED ESSENTIAL PARTNERS).

Poland
V4

Czech Republic
V4 43%

Hungary
V4

N
N
&°

22% V4 18%

Top 7

_Slovakia  18% _Germany 12% _Germany 21% _Germany 36%

_Germany _16% CzechRep _10% _Hungary 10% CzechRep 9%

__Poland ~ 16% _ Poland = 10% CzechRep 7% _Hungary 9%

_Hungary 9%  Austria 8%  France = 7% France = 9%

__France = 7% _ Croatia = _6% _lithuania 7% _ Austria = 9%
Estonia/

_Sweden 5% UK 6% Romania/ 5% _Belgium 9%
_ Slovakia
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TABLE 4. FISCAL POLICY
(SHARE OF VOTES TO PERCEIVED ESSENTIAL PARTNERS).

N

_Germany 25% _Germany 22% _Germany 20% _ Germany = 57%
_Slovakia  18% _ Poland = 12% Hungary = 15% _ France = 14%
_Austria ~ _11% CzechRep _10% CzechRep 10% _ UK  14%
__Poland = 11% _Slovakia  10% _ Sweden = 10% Luxembourg 14%
UK = 7% UK = 7% __France @ 7% ___n/la
_Bulgaria 4% _ Austria 5% _Romania 5% __ n/a
K %
JﬂungaLLﬂLJlenmaﬂLﬂLSI ki J&L4DL

Blue color: V4 countries in the top 7.
Green color: At least three out of four V4 countries share the same essential part-
ners in their ‘top 7'.

Sharing common interests does not necessarily have to result in the same policy
choices. For example, V4 countries share an interest in regional (energy) security
and stability, yet disagree on issues relating to the relations with Ukraine and Rus-
sia (most notably Hungary and Poland)®. V4 countries support a liberalized internal
market and brought in a common document in the Council's discussion on revising
the posted workers directive, yet ultimately Slovakia and the Czech Republic voted in
favor of a compromise while Hungary and Poland voted against*’. Moreover, Slovakia
being an Eurozone member has, with the prospect of major reform in the Eurozone,
repeatedly stressed that it wants to remain at the core of the EU and French-Ger-
man axis while the other Visegrad partners have remained skeptical.#' Nevertheless,
in reality Slovakia might not completely embrace Macron's EU proposals relating to
deeper Eurozone integration and social harmonization. E.g. uneasiness in the past
has existed in bailing out richer’ Greece.*? In other words, common interests do not
lead to the same policies and different political rhetoric does not necessarily lead to
complete different interests.

The Visegrad Countries support(ed) each other on concrete policies such as
on migration (rejecting a common European asylum system and refugee quota,
while emphasizing investment in the region, the integrity of Schengen zone and the
security of European borders) and enlargement in the Western Balkans. On most
issues it is about agenda-setting or influencing an agenda, such as the digital
agenda and the internal market, environment and climate policy (which does not
hinder their convergence), defense (in which their less competitive defense industry
will have a chance, albeit Poland considers its V4 partners not so important), energy
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security and diversification, the EU’s Global Strategy and the Eastern Partnership.*®
However, the V4 as the heart of the ‘Friends of Cohesion’ in the Multiannual Financial
Framework could be in jeopardy (preventing a cut either due to new conditionality or
due to further Eurozone integration) in relation to Slovakia’s Eurozone membership
and Czech Republic’s prospect of becoming a net-contributor to the EU-budget.
Overall, regarding the institutional relations of the EU, the overarching V4 theme still
seems to be focusing relatively on the status quo. The Visegrad Group emphasizes
subsidiarity and consensus in the European Council, and although multispeed is not
fundamentally rejected, it wants to prevent a multi-speed Europe that results in a clear
(persistent) core and periphery.* This is to some extent confirmed by the ECFR survey:
both from the perspective of other EU partners who regard the V4 countries as the least
committed to further European integration, and from the V4 itself - with the important
exception of Slovakia - in view of a relative preference for national decision-making and
the rejection of a legal EU core group (compared with views in the rest of the EU).#

Institutional resilience

The real challenge of the Visegrad Group is whether its potential avenues, which cre-
ate common EU positions that arise from their shared political and economic realities
and that could resonate with other EU partners, is sufficiently institutionalized. For
example, the Benelux cooperation seldom results in common voting, however it is
strongly institutionalized on the basis of a treaty, various institutions and increasing
contacts in the last 10-15 years. According to its own accord, the Visegrad Group is
(politically) 'not institutionalized in any manner“. Official institutions that do exist are
the International Visegrad fund (which supports the development of cooperation in
culture, scientific exchange, research, education and tourism) and a V4 Patent Insti-
tute. Politically a culture of structural consultation has certainly emerged however.
The ECFR survey confirms that the V4 countries prioritize individual governmental
contacts with each other. Hungary gives most votes to its Visegrad partners (68%),
followed by Slovakia (68%), Czech Republic (59%) and Poland (40%) (the average ac-
corded to a V4 country thus ranges from 23% by Hungary to 13% by Poland). Accord-
ing to the survey, the V4 might prioritize each other relatively more than the informal
Southern Seven (the southern EU member states), the Nordic-Baltic combination and
definitely the newly emerged Slavkov Triangle (Austria, Czech Republic and Slovakia)
created in 2015. Compared to the similar small Benelux, Nordic and Baltic coopera-
tion, the V4 is not necessarily ‘closer’ in contacts however.#

Processes of V4 ‘institutionalization’ take place nonetheless. Periodical V4 meet-
ings at various levels (from the high-level meetings of prime ministers and heads of
states to expert consultations) are organized. Heads of state meet once a year and
prime-ministers meet at least on an annual basis in which a rotating V4 presidency is
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responsible for a one year action plan which includes consultations prior to EU Council
meetings (to be able to come up with common statements or documents). This has
happened among others in relation to the Eastern Partnership, Balkan enlargement,
energy and climate policy, agriculture, migration and posted workers. Meetings of vari-
ous parliamentary committees, including annual Speaker of Parliament meetings have
been organized to ensure the principle of subsidiarity in the EU and to participate in
inter-parliamentary conferences. Ideas of a permanent V4 parliament assembly have
been floating. Moreover, the V4 intensified defense cooperation with among others a
V4 Battlegroup. The V4 as a platform has furthermore promoted V4+ relations with
other regional coalitions such as the Benelux, the Nordic Council and individual coun-
tries such as Romania, Bulgaria, Slovenia, Croatia, Austria and Germany, in which flex-
ibility and openness to other EU partners, instead of official enlargement of its format
(of which there is no agreement) is maintained. The institutional strength also lies in its
recognition. However, as the Czech V4-presidency annual report of 2015-2016 noted in
relation to the V4 stance on migration: ‘The robust V4 stance highlighted the relevance
of the “V4 brand” and raised its perception on the European scene, but also ‘admit-
tedly at some cost to the reputation of the V4 whose positions came under criticism
for “lacking solidarity” and for being “defensive”’* The V4's recent success could thus
paradoxically also be its failure. This is aggravated by the fact that the political rhetoric
of individual members has not always been aligned recently; e.g. Hungary and Poland
strongly emphasize the overall political relevance of the Visegrad, while Slovakia has
distanced itself.*° Together with the presence of new central European formats such as
the Slavkov Triangle, it projects an (unnecessary) image of disunity. In fact, based on
interviews, some EU diplomats have stated that they are skeptical about the (rhetoric)
reliability of the V4-format, making them less worthwhile to reach out to them.

IV. THE V4 IN THE EU’S COALITIONS PATTERNS

Many structural, strategic, thematic, regional or loose coalitions exist within the EU,
and they can be seen as a requisite for the functioning of the EU (see paragraph 1).
To what extent can the V4 push their common agenda? What might be their potential
partners and how is the V4 situated in the EU’s coalition field? Which factors might
hinder them from pursuing common objectives?

The French-German axis, the Big Three (France-Germany-Italy or France-Germany-
UK when relating mainly to foreign policy), the Founding Six, Weimar Triangle (France,
Germany, Poland), Benelux, Visegrad Four and Nordic-Baltic 6 are the most known
regional groupings or strategic partnerships. Recent regional formats are the Slavkov
Triangle and the Three Seas Initiative®®. In reality, the political effectiveness and
political cohesion of such groups are disputed and often in flux. Specific thematic
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regional groupings also exist, such as the Salzburg Forum where Austria, Bulgaria,
Croatia, the Czech Republic, Hungary, Poland, Romania, Slovakia and Slovenia promote
cooperation relating to justice and home affairs. Or the Quadro-group between Malta,
Cyprus, Greece and ltaly, situated at the external borders of the EU with an interest in
a social EU migration policy. A quite particular structural cooperation is the Northern
Lights Group, which is based on exchange of information prior to European Councils,
consisting of Finland, Sweden, Denmark, UK, the Netherlands, Germany and Estonia.

Important re-occurring coalitions based on specific EU themes and policies have
emerged, as i.a. a report from the Clingendael Institute has shown.® These coalitions
include re-occurring consultations and meetings. Examples, albeit mainly derived
from a Dutch perspective, are listed in the table below.

TABLE 5. THEMATIC COALITIONS
. Gow | Members __________|

‘Thrifty net payers group’
Austria, Germany, Luxembourg, Netherlands, Sweden
Work together on several issues relating to and UK.
the EU budget.

‘Better spending friends’
Thrifty net-payers group + Czech Republic, Denmark,
Work together on several issues relating to Finland, Italy and occasionally Slovenia.
the EU budget.

Friends of Cohesion Visegrad Four, Bulgaria, Croatia, Estonia, Greece,

Latvia, Lithuania, Malta, Portugal, Romania, Slovenia

Work together on several issues relating to .
9 9 and Spain.

the EU budget (maintain sizeable budget).

Hepalim e Ery -Czech Republic, Denmark, Estonia, Finland, Ireland,

Shared interests in market liberalization Lithuania, Netherlands, Sweden, and UK.

Recently shift to ‘Hanseatic League 2.0’),
relating to EU-budget, Brexit.

(Informal) northern Eurogroup

-Baltics, Germany, Ireland, Netherlands and Nordics.

in favor of strict implementation of fiscal and Eastern and northern member states led by Germany

budgetary discipline and national reforms.
(Informal) southern Eurogroup

In favor of more national and European in-
vestment space and a more ‘political’ or flex- Southern member states led by France,

ible application of the Stability and Growth

Pact rules/ deeper political integration +risk

sharing budget
Central European defense cooperation
Austria, Croatia, Czech Republic, Hungary, Slovakia

Largely led by Austria to push some ideas to and Slovenia.

compensate for lack of NATO membership.
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. _Gowp I Membes |
‘Better regulation’ group Baltic states, Czech Republic, Denmark, Netherlands,

Interests in the Better Regulation agenda. Poland, Slovakia, Sweden and UK.

Czech Republic, Denmark, Estonia, Finland, Germany,

Rz erllibnm el Tt sl Netherlands, Sweden and UK + Austria and Ireland.

Loose coalition on agriculture policy Denmark, Estonia, Germany, Netherlands and Sweden.

Loose coalition on development policy

Denmark, Finland, Netherlands, Sweden and UK.

roup originated from countries with a . ) o
(group orig Austria, Germany and Ireland sometimes join.

social democratic minister for development
aid/policy).

In relation to the changing EU's strategical landscape due to Brexit and the renewed
French-German axis by French president Emmanuel Macron, new coalitions are being
shaped. Existing groups can be affected or recent new formats emphasized (such as
the Slavkov Triangle and a ‘Hanseatic League 2.0°). These developments could make
some V4 countries lose their position in an existing group or divide the V4, making
less common projects possible to base future unity on. The ECFR survey shows that
the V4 accord relatively great importance to each other but name outside partners as
more essential than other Visegrad countries, mostly Germany, followed by France
and the UK (with the exception of Hungary). The declared range of possible activities
within the Slavkov format, including the idea of consultations before the European
Council and a deputy-ministerial level coordinating workgroup, could duplicate or ren-
der empty some of the V4 projects. In addition, the outgoing Czech deputy foreign
minister speculated on extensions to Slovenia and Croatia. Talks about annual con-
ferences by Austria, Slovenia, Croatia (and possibly Romania) on the Balkans, dubbed
by current Austrian prime-minister Sebastian Kurz as a ‘Southern Triangle’, also oc-
curred.” Nevertheless, on average, based on the ECFR survey in 2016, the preferred
contacts and perceived interests between the countries of the V4 are much higher
than those of the Slavkov Triangle. V4 countries are not yet part of other stronger
institutional formats in practice (Weimar® and Slavkov Triangle). If one calculates the
average of the percentage of votes accorded to a country within a regional format
by each country on a perceived shared interest, the V4 appears not really weaker, and
sometimes stronger, than other regional formats.>

The coalition potential of the V4

The ECFR survey grants further insight of the positioning of V4 members in the EU's
coalition field. Based on perceived shared interests, a preference to contact each oth-
er and a country’s responsiveness, France and Germany, as expected, lie at the heart
of Europe’s cooperation patterns. Next to the big member states - the UK, Italy, Spain
and Poland - Sweden and the Netherlands are also seen as pivotal players. Together
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they form the core of EU’s coalition patterns (‘Cooperation Community’). Individually,
Germany ranks as the country with the overall most ‘coalition potential’ across the
EU, followed by France, Netherlands, Italy, Sweden, UK, Belgium, Spain and Finland.
The first Visegrad member Poland ranks 10" with Slovakia ranked 13™, Czech Repub-
lic 17" and Hungary 22" Concerning the priorities of EU member states to contact
other member states, the V4 together do fairly well however, with Poland ranking
41 Slovakia 8", Czech Republic 10" and Hungary 11" Nevertheless, it is clear that
Hungary is the ‘weakest’ link considering coalition potential and is also perceived as
disappointing by many alongside Greece and the UK. At the same time, Hungary is
credited much influence by half of the EU as ‘spoiler’ government.®® As mentioned, the
V4 is also widely recognized as the least committed to European integration within
the EU (Slovakia ranks 23, Poland ranks 24™, Czech Republic ranks 26", Hungary
ranks 27M). While only Poland is part of the EU's ‘Cooperation Community’, when look-
ing at the perceived essential partners on four individual policy fields by EU member
states, Slovakia also plays an important role in the coalition geometry of three policy
fields (see image).%®

Coalition Geometry

Foreign and Security and
Development Policy Defence Policy

Economic and Fiscal
Social Policy Policy

Source: ECFR's EUZB Survey 2018
www.eclr ew/eucoalitionexplorer

In sum, next to the big member states, various northwestern member states seem
active players in coalition building. Southern countries appear to be the least active
in creating structural formal formats. At the same time, the southern countries are in
reality well connected to the EU’s coalition patterns due to the three big member states
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France, Italy and Spain. This makes Central-Eastern Europe relatively disconnected
from the web of EU interactions (particularly with the current political wind in Poland).
New formats such as the Slavkov Triangle or the Three Seas Initiative should in that
sense not necessarily be perilous: they can play a role in indirectly connecting the V4 to
more patterns of EU coalitions.

Despite the Leaders Agenda ambition of unity on future EU reforms, the prospect
of a multispeed Europe is looming large with the big member states France, Germa-
ny, Italy and Spain having expressed to be more or less comfortable with multispeed.
The challenge is whether the V4 will be able to find partners to either maintain influ-
ence in a multi-speed Europe or prevent a (severe) multispeed all together. With the
UK leaving, the V4 lose a big country protecting their economic and social interests
and preventing the Eurozone (accounting for 85% of the EU’'s economy) from making
deals.5” New decisions on defense, migration, digital agenda, social policy, institution-
al issues (e.g. transnational party lists in the European Parliament, the budget, single
market, trade (e.g. European Buy Act by Macron), climate and energy are in the mak-
ing, and a possible deepening of the Eurozone with institutional implications (its own
budget and system of parliamentary scrutiny).® Several member states might be
potential allies for the Visegrad Group in balancing the French-German axis (mainly
through Germany): to maintain influence as non-Eurozone member states, to prevent
a severe multi-speed EU and to protect interests.

Defense

A new European defense structure, PESCO, is already being developed with nearly
all EU member states (including the V4 countries) participating, while a common V4
agenda is limited or has been lacking. Poland takes a special important position in
relation to its staunch NATO stance.* Due to Germany, the new EU defense pact in-
cludes many member states as perhaps opposed to French ambitions of a smaller
but more ambitious and deepened PESCO.%°

Migration

The Visegrad countries have so far succeeded in defending their interest on the issue
of migration and asylum policy (most prominently rejecting a compulsory EU refugee
relocation system) and can find allies across Central and Eastern Europe, including
Austria. However, with the apparent European deadlock, a next refugee crisis could
spark new unfortunate emergency majority-decisions in the Justice and Home Affairs
Council. For the proponents of an EU wide relocation mechanism, it seems currently
essential that the former emergency decision of 2015 is adhered to before any possible
compromise can be made. Alternatively, that a new compromise is made which does
not entirely exclude burden-sharing and a common EU approach (one that includes the
whole chain of asylum and migration policy: from a strategy towards a crisis-struck
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region to the hosting of refugees). An EU-wide policy of some sort of ‘flexible solidarity’
might still be possible: comprising various tasks and stages for member states to par-
ticipate in, alleviating the burden of border countries and preventing refugees making
(uncontrolled) journeys to Europe® It is also imaginable that a core group could more
forcefully move further in creating a single border and police and coast guard, deal with
migration flows on the basis of common immigration and asylum laws and a common
fund, accompanied by more negative policy and budgetary implications for the V4.

EU’s economic governance, the internal market and trade

Important trading partners of the Visegrad countries, Germany, Romania, Nether-
lands, and Austria, together with the Nordics, Baltics, Ireland and Central and Eastern
Europe, are potential partners with regards to the internal market and European trade,
economic and digital policies. Despite different recent views by the Northwestern
member states regarding ‘social dumping’ and posted workers, these countries tra-
ditionally have a less protectionist view compared to France and southern member
states, and are less ambitious or even skeptical towards EU social policy and tax
harmonization that could jeopardize existing business models and raise standards
that place the region at a distinct disadvantage. Depending on the new Czech govern-
ment, the Czech Republic’s (former) participation in the Copenhagen Group and loose
coalition on liberal trade policy could be of relevance here for the Visegrad. The same
countries i.a. as investors, might have an interest in the region's innovative develop-
ment as prospective automatization/robotization and consequently labor mobility/
drain creates shared European political problems.

Political integration, multi-speed, the EU-budget and the Eurozone.

Northwestern member states traditionally favored no divergence between the Euro-
zone and non-Eurozone (multi-speed) and are not in favor of ambitious political integra-
tion. Poland, Czech Republic and Slovakia were/are part of the ‘better regulation’ group
whose interest is better regulation, not necessarily more EU. North and eastern Euro-
zone countries (e.g. the Baltics) also don't necessarily see merit in ambitious economic
and political integration of the Eurozone. However, a major clash of ‘governance culture’
arises. The idea of strong member states by northwestern member states which pre-
vents European economic and political centralization requires transparent independent
national institutions which are depoliticized (and possibly decentralized). This idea does
not include the tendencies of ‘etatism’ by some Visegrad countries or clear violations
of liberal democracy and rule of law and the politicization of numerous state bodies.
The potential of coalition partner is further limited by the fact that they are net payers
to the EU budget while the Visegrad countries are generally net receivers. As Europe-
an Commissioner for Justice, Consumers and Gender Equality, Véra Jourova recently
said: ‘there will be no well-functioning single market without the rule of law, because
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if companies don't believe they have legal certainty, they will not invest and innovate.
There will be no efficient regional and cohesion policy without the rule of law, because
the corruption and fraud will leave their marks. There will be no effective neighborhood
policy without the rule of law because we have to lead by example to attract others™?
(the policy fields where the V4 precisely have a shared interest). The potential allies of
the V4 could focus on core coalitions within the Eurozone only (responsible for 85% of
the EU's economy), which could impact other policy fields and the EU-budget. The V4 it-
self could be split along the lines of the Eurozone (Slovakia), the better spending friends
and Copenhagen group (Czech Republic, aggravated by becoming a net-contributor).
Other remaining non-Eurozone members like Bulgaria and Croatia are also flirting with
euro-membership.®

The skeptical non-euro Visegrad could opt to campaign for eurogroup observer sta-
tus as the outgoing government of the Czech Republic has recently expressed,® cou-
pled with a rapprochement (e.g. concrete steps towards joining the ERM or pegging
their currency to the euro). In doing so, they might have a seat at the table to influence
the Eurozone reforms together with the aforementioned potential partners, before
they are faced with a fait accompli in the future. In general, if ‘illiberal tendencies’ of
Hungary and Poland are not put on hold, it will most likely distort potential avenues for
the V4 to commonly find coalition partners®®.

CONCLUSION

Several developments point to the increasing relevance of EU coalition building, in-
cluding a ‘structural’ coalition such as the Visegrad. Regardless of political differenc-
es, the challenge of the V4 is whether it can maintain a culture of consultation, and
a degree of institutional strength and reliability, from which several benefits could
flow for its partners: from knowledge, network capital and expertise to agenda-setting,
common presentation of arguments, common policy positions and rhetorical action..

The Visegrad Group can potentially find additional partners (via the V4 format
or the connections of its individual members) in some policy fields to influence the
French-German axis, seen as the core of the EU coalition making, and protect their
interests (notably northwestern and eastern member states in relation to economic
policy, the internal market and trade as well as the relation between Eurozone and
non-Eurozone countries). Traditionally, the Czech Republic and Poland appear to
play a recognizable role in the EU wide landscape of cooperation patterns. . Slovakia
is seen as a relative important player by a ECFR survey while Hungary is credited
influence as a ‘spoiler’ government only. The prospective multispeed Europe - or
rather different coalitions on different policy fields - could be a threat to the unity of
the V4 when a dominant Eurozone governance leads to core coalitions that diminish
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influence and benefits for non-EU members. In addition, in an increasing complex
and integrated EU, the governance culture becomes of increasing relevance. Con-
sequently, Hungary and Poland are currently the biggest risk to the potential of
the V4 (relating to disagreement on the rule of law and the politicization of national
institutions).

Five paradoxes could be concluded on the Visegrad cooperation. First, the V4
share only a few concrete political positions (e.g. migration and the Balkan enlarge-
ment) and some shared interests (agenda-setting topics such as the (digital) internal
market and Eastern Partnership), all the while a relative strong culture of consultation
and cooperation exist. Second, the success and immense visibility of the V4 in 2015
on migration was at the same time its ‘failure’; laying bare different interests and
subsequent rhetoric as well. Third, new formats like the Slavkov Triangle are both a
threat and strength for the V4: there is not much 'to lose’ in common positions in the
first place, while the whole V4 could (indirectly) be linked to the broader hub of coa-
lition patterns in the EU. Fourth, a process of multi-speed Europe is only to a certain
degree arisk to the V4, as Visegrad countries deliberately choose, to a varying degree,
to opt out of policies: multi-speed allows the national flexibility they precisely desire.
Finally, EU coalitions differ and change per policy topic, while various coalition clus-
ters around various EU policy fields are likely to occur. Regional coalitions are (and
can) rarely (be) politically decisive, yet they are relevant to make EU’s governance
work and interlink member states in the EU's pattern of coalitions. In other words,
regional formats like the V4 do not necessarily divide the EU in clear geographical
areas, but (could) rather contribute to a workable unity of the EU: serving as a bridge
and leaving no member state completely isolated in the EU. The degree of success
will depend on the European responsibility of all four members.
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THE ROLE OF VISEGRAD GROUP AND
ITS PROSPECT: AN OUTSIDER'S VIEW

KONG TIANPING

ABSTRACT

The Visegrad Group is a major sub-regional organizations in Europe, its economic and
political position on the continent cannot be ignored. The Visegrad Group should be re-
garded as the carrier of the ideal of Central Europe, the arena for regional cooperation and
the platform to defend interests of member states. The Visegrad Group cannot only wield
clout within the EU, but has also carried out fruitful cooperation with some countries and
sub-regions in Europe. The Visegrad Group's credible voice can be heard within the EU
concerning the decision-making regarding its members and the European Union, since
the Visegrad Group is no longer the passive recipient of EU decisions. Through the form
of V4+, the Group is building new ways of cooperation with other countries or regions.
Against the backdrop of political changes in V4 and crisis-stricken Europe, to some ex-
tent, the role of the Visegrad Group may be restricted. The rift between the V4 and West
Europe may weaken the position of the Visegrad Group in the international arena.

KEYWORDS: VISEGRAD GROUP, CENTRAL EUROPE, REGIONAL COOPERATION

The Visegrad Group is one of the most important sub-regional organizations in Eu-
rope. It has drawn wide-ranging attention in academic community as well as the cir-
cle of decision-makers in the world, especially major powers. In the past 26 years, the
Visegrad Group has passed different tests, but whether it still has future, remains a
topic of hot debate. This paper will provide an outsider's view on the role of the Viseg-
rad Group and its prospect.

UNDERSTANDING THE POSITION OF VISEGRAD GROUP

The Economic position of the Visegrad Group:

The Visegrad Group, oftentimes referred to as Visegrad 4 or V4, is one of the most
important regional organizations in Europe. The population of the Visegrad Group is
about 64.3 million, which accounts for 12.67% of the population of the EU. Based on
Eurostat statistics, the combined GDP of the Visegrad countries in 2016 was EUR
1354 hillion (PPS at current price) , which accounts for 9.1% of GDP of EU 28. The
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average GDP (PPP) per capita for the Visegrad Group in 2016 is equivalent to 75.2%
of the level of EU 28. The Visegrad countries are members of the Organization for
Economic Cooperation and Development (OECD). Czech Republic joined the OECD In
December 1995, as the first post-communist country to join the organization. Then
it was followed by Hungary and Poland in 1996. Slovakia became a member of the
OECD in December 2000. According to the definition of the world bank, the Visegrad
states are high income countries. Based on data from the World Bank, the GDP of the
Visegrad Group in 2016 was 3876 billion. If V4 were a country, it could claim the 17t
place in GDP rankings of the world.

After the big-bang enlargement of the European Union in 2004, the Visegrad coun-
tries have achieved quite good economic results compared to the other post-com-
munist transition economies. In 2003, V4's economic aggregate was only about 3.7%
of the EU with 28 countries. 10 years later, in 2013, nominal GDP was equivalent to
5.4% of the EU. If we look at the share of V4's foreign trade in GDP, it increased from
5.8% 10 9.1% in 2013. GDP (in PPS) per capita for V4 as a whole increased from 49%
of the level of EU 15in 2003 to 65% in 2013. It is amazing to note that Visegrad Group
narrowed its income gap with EU 15 by one third. In terms of record of economic
growth, the growth rate of Poland and Slovakia is much higher than that of the de-
veloped Czech Republic, while Hungary lags behind its neighbors due to inadequate
economic policy in the early 2000s. Double deficit and unorthodox measures in Hun-
gary from 2003 to 2006 had undermined its growth potential, while Poland and Slo-
vakia have caught up and overtaken Hungary. Generally speaking, the quality of life in
the Czech Republic, Poland and Slovakia has improved significantly, while Hungary’s
quality of life has suffered due to the financial crisis. In the first decade of their EU
membership, the GDP per capita of Slovakia and Poland has doubled, the GDP per
capita in the Czech Republic has increased by 70%, and in Hungary it has increased
by 36%. In terms of growth of GDP per capita, The Visegrad states’ performance is
better than the EU 15, the 15 old member states. The total exports of the Visegrad
Group rose from EUR 155 billion in 2003 to 398 billion in 2013. In 2003, V4 exports
ranked sixth within the EU in 2013, then they rose to the fourth place in 2013. Since
2003, the V4's export to the outside of the EU has doubled. As major Western Euro-
pean manufacturing giants have transferred their production base to Central Europe,
the Visegrad countries have become the workshop of Europe, automobile manufac-
turing is the leading export industry. The automobile manufacturing industry in V4 is
only second to Germany in the EU".

The Visegrad countries are the main beneficiaries of the EU enlargement. First of
all, the Visegrad countries joined one of the largest single markets in the world, with
more than 500 million consumers, and companies in V4 can benefit from the expan-
sion of the market. As the market opens, some monopolies such as energy, telecom-
munications and aviation have to open up to the competition, which has a positive
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impact on consumers. Secondly, the Visegrad countries benefit from EU funds, the
Structural and Cohesion Fund is the most important tool. The Visegrad Four coun-
tries received EUR 130.9 billion from 2007 to 2013. The Visegrad states make full
use of EU funds to invest in infrastructure, environment, SMEs, and research and
development etc. It is estimated that the Visegrad countries will have received EUR
135.4 billion from 2074 to 2020. The cohesion policy has a positive effect on GDP
growth. It is estimated that if the EU fund is effectively utilized, Czech Republic’s an-
nual economic growth rate will increase by an additional 0.3%, Hungary's growth will
increase by and additional 0.7%, and Slovakia and Poland will grow by an additional
0.5%. Furthermore, the Visegrad states have benefited from the common agricultural
policy of the European Union. It is expected that the Visegrad Group will receive EUR
57.4 billion in 2014-2020. Other items such as the Horizon 2020 Project (investment
in R & D), Connecting Europe Facility (European transport, energy and telecommuni-
cations infrastructure) and Erasmus project (the exchange of teachers and students
within Europe) contributes to improve the competitiveness of the Visegrad countries.
Slovak foreign minister Miroslav Laj¢ak proudly declared that after 10 years of EU
enlargement, V4 has become one of Europe’s most dynamic and stable economies
in the region, with a sound banking system, reasonable debt ratio, and long-term
growth prospects of health?. Compared to other economies in transition in Central
and Eastern Europe, the Visegrad countries are in a better economic position.

TABLE 1 POPULATION OF THE VISEGRAD GROUP 2014
SOURCE: EUROSTAT

Czech Republic 10512 419
Hungary 9879 000
Poland 38495 659
Slovakia 5415949
Visegrad Group 64 303 027
EU 28 507 416 607

TABLE 2 GDP OF THE VISEGRAD GROUP
(AT CURRENT PRICE) 2014
SOURCE: EUROSTAT

Country/region GDP per capita EUR GDP billion EUR

Czech Republic 14700 1550
Hungary 10500 1030
Poland 10700 4130
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Country/region GDP per capita EUR GDP billion EUR

Slovakia 13900 750
Visegrad Group 12450 7460
EU 28 27300 130750

TABLE 3 GDP PER CAPITA (PPS)% OF THE EU 15
SOURCE: EUROSTAT, ERSTE GROUP RESEARCH.

L] CzechRepublic

2003 67% 55% 43% 49%
2013 74% 62% 63% 71%

The political status of the Visegrad Group

The Visegrad countries are active participants in the European integration and Euro-At-
lantic integration, they are member states of the EU and NATO. Poland, Hungary and
the Czech Republic joined NATO in March 1999, while Slovakia finalized the process
of NATO accession 5 years later, in March 2004. The Czech Republic, Hungary, Poland
and Slovakia joined the European Union on May 1, 2004. The V4's dual membership of
EU and NATO has enhanced the position of these countries in Europe and in the inter-
national arena as well.

The Visegrad states are not heavyweights within the NATO. The armed forces of
individual Visegrad countries have limited troops, the ratio of defense expenditure in
GDP is lower than the average level of NATO. Poland is the only exception, it has spent
more than 2% GDP on defense after 2014. The military capability of the Visegrad
Group is not strong enough to deal with possible external threats. On the occasion
of the 20" anniversary of the founding of the Visegrad Group, NATO Secretary Gener-
al Rasmussen commended Visegrad Group'’s contribution to NATO, called Visegrad
states the shining examples of democracy and solidarity, and stated that the Viseg-
rad states do not only enhance the regional stability and security in Europe, but also
increase the vitality of NATO. The Visegrad Group tries to speak in a common voice
in NATO, although V4 states have different views on Russia. Before the NATO Chica-
go Summit held in 2011, the Visegrad Group issued a joint statement, which called
for strengthening cooperation to hold joint military exercises on the territory of the
country on the V4 within NATO. The Visegrad Group seeks to overcome the obstacles
in order to make a breakthrough in the field of military cooperation in recent years. A
joint Communiqué of the Ministers of Defense of the Visegrad Group was signed in
May 2012, committed to establish the Visegrad Group European Union Battlegroup.
The V4 Prime Ministers signed the Budapest Joint Statement of the Visegrad Group
Heads of Government on Strengthening the V4 Security and Defense Cooperation in
2013, which gave a new boost for the V4 defense cooperation. The V4 Ministers of
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Defense signed three strategic documents in 2014: Long Term Vision of the Visegrad
Countries on Deepening their Defense Cooperation, Framework for Enhanced Viseg-
rad Defense Planning Cooperation and Memorandum of Understanding on Estab-
lishment of the V4 EU BG. It opened a new chapter in the V4 defense cooperation,
and some observers considered it as a milepost event in this field. . The V4 defense
ministers also decided that the first joint military exercise will be held in the second
half of 2016. The defense minister of the Czech Republic, Martin Stropnicky stressed
that the common position of the four countries on the issue of defense could have
an impact on NATO's handling of important issues. The Ukrainian crisis highlights
the strategic position of the Visegrad Group in NATO, Poland strongly demanded to
increase NATO's military presence in the region.

As member states of the EU, the Visegrad countries are active participants in Euro-
pean affairs. In fact, the Visegrad Group may play a role as lobby or pressure group in
the EU. To some extent, the Visegrad group’s voting weight will affect the EU agenda.
If the Visegrad Four obtains support from other new member states in the EU agen-
da, the influence of the Visegrad Group in European politics can be further enhanced.
If we look at the distribution of voting rights in the Council of the European Union, the
Visegrad Group is not irrelevant: Poland has 27 votes, Czech Republic and Hungary
have 12 votes each, and Slovakia has 7 votes. The Visegrad Group has a total of 58
votes, it equals the combined votes of France and Germany, each having 29 votes.
(see Table 4). When the Council of the European Union makes decisions by qualified
majority voting, the votes from the Visegrad Group count. The Visegrad countries
can better protect the interests of the Central and Eastern European countries in the
EU in fields such as the Multiannual FinancialFramework (MFF), cohesion policy and
staffing policy of European External Action Service (EEAS) and other issues in the
Council of the European Union. The Visegrad Group leaders usually hold a meeting
to coordinate positions on issues of common concerns within the EU before the EU
Summit. In November 2009, the French President Sarkozy questioned the practice of
the Visegrad Group leaders meeting before the EU Summit. Sarkozy’s criticism at the
meeting was considered to be a double standard, because the French president also
held a meeting with the German chancellor before the EU Summit. In response to
some older EU member countries’ doubts, 2010 Czech prime minister Necas defend-
ed the regular meeting? of the Visegrad Group, rejected the notion that it is a closed
club, and emphasized that the Group is willing to cooperate with other EU countries.
He pointed out: "We are not a political Masonic Lodge or anything of that kind. Our
meetings represent legitimate negotiations between four countries who share similar
backgrounds and interests”.® It should be recognized that the Visegrad Group has a
certain political clout, the V4 countries could act as a counterweight to the predomi-
nance of France and Germany. Among the V4 countries, only Slovakia has joined the
Eurozone so far, the other three have not yet joined the euro. Hungary has made it
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clear that there is no timetable for joining the euro*. Two years ago, the Czech gov-
ernment under PM Bohuslav Sobotka discussed the plan to introduce euro by 2020,
but it failed to agree to set the target date for euro adoption. The government led by
social democrats pledged it would set a deadline of 2020 to agree on a specific euro
adoption roadmap if it wins the reelection in 2017, unfortunately, it failed to win, the
Czech Social Democratic Party lost out to ANO 2011 led by Andrej Babi$ in parliamen-
tary elections. Mr Andrej Babis, possible next prime minister, openly opposes euro
adoption. To strengthen Poland’s position in Europe, in late 2014, Poland’s short-lived
government led by Ewa Kopacz tried to debate the issue and speed up Poland’s entry
into the Eurozone, but failed to agree on any plausible plan for euro adoption . After
the Party of Law and Justice won the parliamentary elections in 2015, the prospect
of euro introduction has become dimmer, because the Party of Law and Justice op-
poses euro adoption. Three Visegrad states are outside of the Eurozone, therefore
it is difficult to form common positions over economic affairs, which weakens the
bargaining power of the Visegrad Group.

TABLE 4 DISTRIBUTION OF THE VOTING WEIGHT IN THE COUNCIL OF THE EUROPEAN UNION
SOURCE: COUNCIL OF THE EUROPEAN UNION

VothWenght Voting Weight

France Sweden 10
Germany 29 Bulgaria 10
United Kingdom 29 Danmark 7
Italy 29 Finland 7
Spain 27 Ireland 7
Poland 27 Croatia 7
Romania 14 Slovakia 7
Netherlands 13 Lithuania 7
Portugal 12 Cyprus 4
Belgium 12 Estonia 4
Czech Republic 12 Latvia 4
Hungary 12 Luxembourg 4
Greece 12 Slovenia 4
Austria 10 Malta 3]

The Visegrad Group has expanded its influence by the V4+ format. The V4+ format
can cover different levels of activities from summits and ministerial meetings to peo-
ple-to-people exchanges. Before the EU enlargement in 2014, a meeting of V4+ with
Germany and France was organized to discuss main issues of EU accession. After
the EU accession, as the V4+ format has focused on the policy coordination within the
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EU, different configurations of V4+ format emerged, such as V4+Slovenia and Austria,
V4+ Benelux, Sweden, V4+ Baltic states, V4+ the Baltic states and the Nordic coun-
tries, V4+ in Greece, Romania and Bulgaria, V4+ Eastern Partnership countries etc. The
V4+ format is not limited to the EU Member States, the meeting of V4+ Sweden and
Ukraine was held to discuss the relationship between the European Union and Ukraine
in 2008. Even the V4+ framework is not limited to European countries, such as the V4+
Japan Summit, the V4+ Japan Security Seminar and the V4+ ROK ministerial meeting.
In recent years, officials from the Visegrad countries repeatedly called for V4+ China
meeting, Dr. Miroslav Laj¢ak, Slovak Minister of Foreign Affairs, put forward the initia-
tive of V4+ China dialogue in an address at the Chinese Academy of Social Sciences.®
In May 2015, the V4+ China meeting at director-general level was held in Bratislava.
The Visegrad states are active participants of 16+1 framework, China has established
comprehensive strategic partnership with V4 states except Slovakia, so there is wide
room to explore China-V4 cooperation.

DEFINING THE ROLE OF THE VISEGRAD GROUP

Visegrad Group as the carrier of the ideal of Central Europe

Although the concept of Central Europe is widely used, there is no unified definition
about the region, it is hard to define the borders of Central Europe. The concept is a
result of imagination and subjective construction, therefore, it goes beyond geographic
definition. It is self-evident that Central Europe is between Western Europe and Eastern
Europe, but Central Europe disappeared when it was controlled by the powers from the
East and West. Tomas Kacerauskas assumes that “Central Europe is central being the
centre of fight for European values including Western Christianity, liberalism, democra-
cy, justice, and historical memory”; “Central Europe is not geographical and even geo-
political notion, i.e. the subject of power expansion. Instead of this, it is more a moral
obligation for people who fight for certain ideas to be embodied by testing them in the
new, i.e. imagined life-world.®”

As Rick Fawn put it, “The history of Central Europe (irrespective of however exactly
it is defined) is hardly suggestive of cooperation. Central European history can be
recounted as one of tensions, mutual suspicions, avarice and even violence”. How-
ever, Central European countries rediscovered the values of the 1335 meeting of the
Bohemian, Hungarian and Polish kings in the castle of Visegrad, and drew inspiration
from the historical meeting after the end of the cold war. In the 30 years after the
end of World War II, the concept of Central Europe was almost forgotten. “Mitteleuro-
pa’, the German term for Central Europe, has geopolitical connotations. Whether the
Prussian version of Mitteleuropa or the Nazi's modified version, the concept served
the geopolitical needs of Germany. In the wake of the defeat of Nazi Germany, the
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concept of Mitteleuropa lost its meaning of existence. The term “Central Europe” re-
surfaced among Eastern European intellectual elites in the middle of the 1980s;it
is Milan Kundera, the writer, who should be given credit for spreading the concept
of Central Europe. Mr. Kundera published the enlightening article of “the Tragedy of
Central Europe” in the New York Review of Books in 1984. Kundera pondered the
identity of Central Europe, “What does Europe mean to a Hungarian, a Czech, a Pole?
For one thousand years, their nations have belonged to the part of Europe rooted in
Roman Christianity. They have participated in every period of its history. For them,
the 'Europe’ does not represent a phenomenon of geography but a spiritual notion
synonymous with the word ‘West'# He thought that the geographical Europe was
divided into two parts, one part of it was related to Rome and the Catholic Church,
and the other was tied with Byzantium and the Orthodox Church. He pointed out the
changes after 1945, when the border between the two Europes moved westward
for several hundreds of kilometers. Several nations, which have always considered
that they belonged to the west, woke up to find out they were in the East. As a result,
postwar Europe has resulted in three situations: Western Europe, Eastern Europe, and
a complicated part of Europe situated geographically in the center, culturally in the
West and politically in the East. He stressed that the Central European countries felt
that the change of their destiny after 1945 was not only a political disaster, but also
an attack on their civilization. The deep implication of their resistance is the struggle
to preserve their identity, in other words, to preserve their Westernness®. Kundera
argued that Central Europe is not a state: it is a culture or a fate. Its borders are imag-
inary and must be drawn and redrawn with each new historical situation. “By virtue
of its political system, Central Europe is the East; by virtue of its cultural history, it
is the West. But since Europe itself is in the process of losing its own cultural iden-
tity, it perceives in Central Europe nothing but a political regime; put another way, it
sees in Central Europe only Eastern Europe”. Kundera pointed out the identity crisis
of Central Europe, and concluded that the real tragedy of Central Europe is not Russia
but Europe. He awakened the concept of Central Europe that had been sleeping for
many years. Since then, the term of Central Europe returned in intellectual debate
in East Europe, it even had some repercussions in Western Europe. Gyorgy Konrad
raised the question “Does the Dream of Central Europe Still Exist?”. He assumed that
“being Central-European is an attitude, a Weltanschauung, an aesthetic sensitivity for
complexity, for the polyglotness of points of view, (...) Being Central-European means,
to consider variety as a value.""® Czestaw Mitosz defined Central Europe as a real or
hypothetical object of a trade between the Soviet Union and Germany in 1939, “this
Central Europe encompasses not only the area usually associated with the idea of
‘centrality, but also the Baltic states.”"" The revival of the concept of Central Europe by
writers such as Milan Kundera, Gyorgy Konrad, and Czestaw Mitosz, was perceived
as an intellectual and political alternative to the Soviet-dominated ‘Eastern Europe™?.
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The regime change in 1989 ushered a new era for Eastern European countries, open-
ing the way for the return to Europe. After the end of the Cold War, the idea of Central
Europe has integrated into the mainstream politics. Vaclav Havel saw the political
change as the opportunity to transform Central Europe from a mainly historical and
spiritual phenomenon into a political phenomenon™. As the 1991 Visegrad Declara-
tion stated, theVisegrad countries’ traditional, historically shaped system of mutual
contacts, cultural and spiritual heritage and common roots of religious traditions pro-
vide a favorable basis for intensive development of cooperation’.

The Visegrad Group as the arena for Central European Cooperation

The full title of the Visegrad Declaration from 1991 is Declaration on Cooperation
between the Czech and Slovak Federal Republic, the Republic of Poland and the Re-
public of Hungary in Striving for European Integration. As the founding document of
Visegrad Group, it stipulated that the main purpose of this organization is to promote
and strengthen their cooperation in European integration. The declaration pointed out
the common objectives for Visegrad countries: full restitution of state independence,
democracy and freedom; elimination of all existing social, economic and spiritual as-
pects of the totalitarian system; construction of a parliamentary democracy, a mod-
ern State of Law, respect for human rights and freedoms, creation of a modern free
market economy; full involvement in the European political and economic system, as
well as the system of security and legislation,’® It is because of the same objectives
of the Visegrad Three (Czechoslovakia, Hungary and Poland) that the birth of the
Visegrad Group became possible.

Before the EU enlargement, the main fields of cooperation in Visegrad countries are:
coordination and cooperation in striving for EU membership; consultations on secu-
rity affairs; trade and investment cooperation, infrastructure connectivity; ecological
cooperation; protection of minority rights;; regional cooperation. The Czech Republic,
Hungary, Poland and Slovakia finally joined the EU in May 1, 2004, so it seemed that the
Visegrad Group completed its mission. However, the Visegrad Group was not disband-
ed. In May 12, 2004, the four prime ministers issued the Declaration of Prime Ministers
of the Czech Republic, the Republic of Hungary, the Republic of Poland and the Slovak
Republic on cooperation of the Visegrad Group countries after their accession to the
European Union (referred to as Kroméfiz Declaration). The declaration stated that the
integration of the Visegrad Group countries into the European and Euro-Atlantic struc-
tures opens up new opportunities and poses new challenges for their further cooper-
ation on the issues of common interest. The Visegrad countries will continue to focus
on regional activity and regional initiatives aimed at strengthening regional identity. The
Visegrad Group cooperation will be based on concrete projects, it will maintain a flexible
and open character's. Based on the Kromériz Declaration, the Visegrad Group passed
the Guidelines on the Future Areas of Visegrad Cooperation in 12 May, 2004, which set
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the specific areas of cooperation. These involve cooperation within the Visegrad Group,
cooperation within the EU and cooperation with other partners. Cooperation within
Visegrad Group includes culture, education, youth exchanges and science, Visegrad
International Foundation, cross-border cooperation, infrastructure, environment, com-
bating terrorism, organized crime and illegal migration, Schengen cooperation, disaster
management, labor and social policy, the exchange of experience on foreign develop-
ment assistance policy and defense and arms industries. The guidelines are relevant
for V4 cooperation as of 2004, when the main goal of the group was finalized.

Visegrad Group as the Platform for Defense of Common Interests

In order to protect the interests of Visegrad states, the Visegrad Group coordinate
wide-ranging issues within the EU. Due to space limit, the selective areas for cooper-
ation will be briefly mentioned.

Schengen Accession: It is regarded as one of the successful cases of V4 coopera-
tion. When V4 members were informed that their accession to the Schengen zone may
be postponed until 2009, the Visegrad Group countries started to coordinate positions
on the case, and issued a joint statement. The Visegrad Group held presidential meet-
ings and premier meetings to express common positions as a highlight on Schengen
was a top priority for V4. As Austria tried to delay the Visegrad countries to join the
Schengen zone, Visegrad countries sided with Slovenia to oppose Austria's idea. V4
strongly lobbied Portugal, EU rotating presidency at the time, for support. As Visegrad
Group's strong voice was heard, the Visegrad countries eventually joined the Schengen
area according to the original plan.

Energy Cooperation: The Visegrad Group set up a high-level group on energy security
in 2009. The Visegrad Group held a summit for energy security in Budapest in Febru-
ary 24, 2010. Leaders from Central, Eastern and Southeast Europe and relevant stake-
holders participated in the summit. The declaration adopted by the summit stressed
the need to focus on energy security in the region. The declaration calls for the devel-
opment of relations between the EU and selective suppliers, the development of the
“Southern Energy Corridor”, the solution of the problem of lack of interconnection of the
natural gas, the formation of Europe’'s energy and electricity markets, and integration
into the European internal energy market, formulation of emergency plans to deal with
energy crisis. Energy cooperation in Visegrad Group has set a good example. Visegrad
cooperation has helped subduing the risks related to dependency, but the region is far
from being fully interconnected"’.

The Eastern Partnership: after joining the European Union, the three Visegrad coun-
tries became the eastern and southeastern boundary of the EU. They have a natural
interest in eastern neighbors close to Europe. After the Mediterranean Union was pro-
posed by France in 2008, Poland and Sweden jointly proposed the Eastern Partnership,
and received the support of the European Union. The Visegrad Group supports political
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and economic reform in countries of the Eastern Partnership , strengthens the political
relations and economic ties with them'®. In the EU, the Visegrad countries are major
supporters of the Eastern Partnership, because the Visegrad countries realize that the
Europeanization of the eastern neighbors is in the interest of Europe. The Visegrad
countries share their experience in transition, regional cooperation and European inte-
gration with Eastern Partnership countries in order to contribute to the Europeanization
of eastern neighbors. After the Ukrainian crisis, the Visegrad countries realized that
the EU Eastern Partnership as policy tool has not been fully utilized, there is a need to
further strengthen the Eastern Partnership.

Ukraine crisis: In addition to the Czech Republic, other Visegrad countries are also
Ukraine's neighbors. Although the concerns of the Visegrad 4 for the Ukraine crisis con-
cerns are not the same, but for the maintenance of regional security considerations, the
Visegrad Group decided to take joint action. In February 24, 2014, the Hungarian Ministry
of Foreign Affairs organized a V4 meeting of foreign ministers with Greece, Romania and
Bulgaria , issued a joint statement, which stressed that Ukraine's independence, unity,
sovereignty and territorial integrity should be maintained. On February 28" EU Foreign
Minister Catherina Ashton commissioned V4 foreign ministers to visit Ukraine. Foreign
ministers from V4 proposed EU to sign an association agreement and free trade agree-
ment with Ukraine. On March 4, the V4 prime ministers held a meeting in Budapest, and
issued a joint statement, which

said that Russia’s military intervention was similar to the experiences of the Central
European countries in 1956, 1968 and 1981. The statement stressed that Russia’s
military operations not only violated international law, but also formed a dangerous
new reality in Europe, and called on the European Union and NATO to assist Ukraine.
After the Russian annexation of Crimea, the Visegrad Group condemned Russia’s ac-
tion. In June 4", the Visegrad Group held a meeting of defense ministers, where they
decided to invite Ukraine to participate in the Visegrad Group EU Battlegroup, which
was expected to be formed in 2076. In November 6™, the four V4 presidents held
summit with Ukraine president Poroshenko in Bratislava. The heads of the Visegrad
Group reiterated that the EU needs to maintain a unified position over the Ukrainian
crisis, keep up the sanctions against Russia, and help the Ukrainian reform process.

THE FUTURE OF THE VISEGRAD GROUP

The Visegrad Group came into being in 1991, however, its development was not
so smooth. It was confronted with the first serious shock when Czechoslovakia
disintegrated by the means of a “velvet divorce”; at the time, some observers even
talked about the end of the Visegrad Group. For instance, at the beginning of the
1990s, Konrad asserted that the region would never integrate with other parts of
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the continent. Adam Michnik called it an unfulfilled dream of regional sovereignty.
Even one former prime minister from V4 said the Visegrad Group experiment is
unnecessary, he preferred the Central European Free Trade Agreement rather than the
Visegrad Group™. Prime Minister Vaclav Klaus once dismissed the V4 as “artificial,
false and unnecessary”. During the years 1994-1998, Slovakia under the rule of
Meciar pursued an authoritarian way of governing. The relationship between Slovakia
and the West became increasingly tense. Although Meciar advocated Slovakia to
join the European Union and NATO, Slovakia was making slow progress in joining
them due to its domestic political situation. To some extent, the Slovakian political
situation adversely affected cooperation within the Visegrad Group in this period. The
atmosphere of V4 cooperation was affected by the dispute on Hungarian minority
rights between Hungary and Slovakia. When Meciar failed in the general elections in
1998, Slovakia returned to the path of European integration, and began catching up
with its neighbor in this process. When the V4 countries joind the European Union
in May 2004, it seemed that the Visegrad Group had completed its historic mission.
Some observers foresaw that the Visegrad Group would come to an end, because of
the plain reason that V4 countries had achieved the objective of returning to Europe.
After their EU membership, the V4 countries had to face internal problems, such as
the lack of strong motivation for cooperation, imbalance in size between Poland
and other states, different priority for different countries, and the lack of a common
agenda. The Kroméfiz Declaration confirmed that the Visegrad Group would continue
to exist. The Visegrad Group came to a standstill after 2004, when the dream of V4
countries to join Europe came true. As the new geopolitical changes emerged in
Europe in 2008, the cooperation within Visegrad Group countries started to recover.
The Visegrad Group did not focus only on their interests, but also responsibly took
on a regional role. The Visegrad Group gave strong support to the Western Balkans
and the Eastern Partnership countries®. European integration of those countries is a
long-term priority on the Visegrad Group agenda. The multiple crises suffered by the
EU unify the V4 countries. February 15, 2016 marked the landmark 25" anniversary
of the founding of the Visegrad Group; the countries held various commemorative
activities, which were aimed to recall history and look forward to the future.

In the development process of the Visegrad Group, geopolitical factors cannot be
ignored. After the drastic changes in Eastern Europe in 1989, the bipolar system ceased
to exist, the geopolitical landscape in Europe started restructuring. Central European
nations that had newly liberated from the Soviet yoke had to face the problem of re-
positioning themselves in the new international order. At the beginning of the trans-
formation, NATO and the European Economic Community did not have any plan to
accept Eastern European countries, and President Walesa of Poland complained that
Poland had become an orphan of Europe. In spite of the Soviet acquiescence of chang-
es in Eastern Europe, Central European states were still worried about action against
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demonstrators in Thilisi, Baku and Vilnius taken by the Soviet Union. After Visegrad
countries joined the European Union, they found out that Russia under Putin tried to
restore its imperial ambition, taking assertive position in its “Near Abroad” in order
to undermine the influence of the West. Russia used force against Georgia in 2008 ,
which deepened the concerns of the Central European countries towards Russia. When
American president Obama came into power, United States started to reset relations
with Russia, abandoned Bush's version of a missile defense system in Central Europe.
President Obama’s decision weakened political elites’ trust in the United States, and
increased security anxiety of the Central European countries. An open letter to the
Obama Administration in July 2009 demonstrated the nervousness and uneasiness
of the political elites towards American concession to Russia at the cost of Central
and Eastern Europe?'. The sense of insecurity inherent in Central Europe highlighted
the importance of regional cooperation for V4 countries. Due to Russia’s revival and its
energy influence, energy security for Visegrad Group countries became vulnerable. Due
to American resetting relations with Russia, the importance of the region in the United
States foreign policy dropped, and the relationship between Central Europe and the
US cooled. It can be said that the influence of the Visegrad Group as an organizationis
greater than that of an individual country. The revival of the Visegrad Group has con-
tributed to the formation of a buffer against Russia’s influence. The crisis triggered by
Ukraine’'s abandonment of associated agreement with the European Union not only led
to regime change in Ukraine, but also made Ukraine the center of geopolitics in Europe.
After the fall of the Yanukovich regime, West-bound Ukraine has become irreversible.
Russia made full use of the opportunity to annex Crimea, supported rebellion within
the Eastern part of Ukraine, which led to continued tension between the EU and Russia,
compelled the United States focused more on European security. Poland, Hungary
and Slovakia, as neighbors of Ukraine, are very concerned about the crisis in Ukraine
and are worried about their own security. The European Union and the United States
introduced sanctions against Russia, the United States increased military presence in
Europe, so that Central Europe once again is in the forefront of confrontation between
the West and Russia. The value of cooperation in Visegrad Group countries enhanced
when they were confronted with geopolitical challenges. Martin Butora borrowed the
famous dictum of Lord Ismay, NATO's first secretary general, “Keep the Russians out,
the Americans in, and the Germans down”, which clarified the aims of NATO. He ex-
plained the aims of the Visegrad Group: it serves the aims of Central Europe: Keep
the Russians out (to ensure Soviet troops withdrawal, the dissolution of the Warsaw
Treaty Organization); keep the Americans in (stabilize America’s presence in Europe);
control the demons of Central Europe , namely aggressive nationalism and populism.??
It should be said that the Visegrad Group has partially achieved the goal. It remains
a hard job to tame nationalism and populism in Central Europe, especially the rise of
populism and nationalism have become a Pan-European phenomenon. Some parties
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with nationalist roots entered the national parliament in Central Europe. The Ukraine
crisis shows that security in Central Europe is not without threats. In post-cold war era,
Visegrad countries as member states of the EU and NATO will not give up on their own
national interests, and the Visegrad Group has become a platform in pursuit of their
national interests. The Group is highly valued in Europe in the context of evolving geo-
political environment. As Chinese proverb said, “the brothers even in a strife at home
would fight against an outside insult together” Although national interests among V4
countries are not the same, the V4 countries will strengthen their cooperation if they
face common external threats. Although the V4 countries opposed Russian actions in
Ukraine, but their policies towards Russia are not the same. Poland advocated a hawk-
ish stance on Russia, while for the other remaining countries in the bloc, their position
was relatively modest. Hungary maintained energy ties with Russia, Slovakia and the
Czech Republic have been cautious on sanctions against Russia. In addition to the his-
torical experience, different degrees of dependence on Russian natural gas may have
effect on policies towards Russia.

Cooperation of the Visegrad Group countries is constrained by domestic politics.
Before 1998, V4 cooperation was limited by Vladimir Meciar's method of governance.
There was no substantial cooperation over the resolution of the European debt cri-
sis. When the Czech Republic served as the rotating presidency of the European
Union, Prime Minister Topolanek convened the V4 summit to try to make a common
response to the economic and financial crisis. Unfortunately, the Visegrad Group
countries had no common approach to cope with crisis, as they had different read-
ings about the reasons of the economic and financial crisis . The Czech Republic’s
center right government sided with Eurosceptic UK, refusing to sign the Fiscal Pact.
Hungary stressed the sovereignty and national value. Due to divergent vision, Hun-
gary continued the course of conflict with EU after Viktor Orban came to power in
2010. Poland hoped to find a way out of the crisis, actively supported Germany to
play its role in the resolution of Eurozone crisis after the breakup of the Eurozone
debt crisis. The Czech Republic returned to its pro-Europe course in 2013 when
the Social Democratic Party won the elections. On the issue of the appointment of
Juncker as president of the European Commission, Hungary was the only British
ally. When Eurosceptic Law and Justice won the presidential elections and parlia-
ment elections in 2015, Poland took to the right, and Jarostaw Kaczynski, leader
of the Law and Justice, finally “moved Budapest to Warsaw”. Hungary now has its
strong ally within the Visegrad Group as like-minded Kaczynski started to dominate
Poland. Some analysts pointed out that the “illiberal axis” emerged in Central Europe.
With ANO led by Andrej Babi$ winning the general elections in October 2017, it re-
mains to be seen whether the Czech Republic will head to the path of a political devel-
opment similar to Hungary and Poland. If the Czech Republic follows a similar path,
the political landscape in Central Europe will be quite different. It is worth noting that
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the migration crisis has become a factor for unifying V4 countries in the last couple
of years, as all of the V4 countries rejected EU's relocation scheme. Some observers
pointed out that Poland’s economy is larger than the sum of the other three coun-
tries, so that the Visegrad Group countries cannot establish an equal partnership.
But in the light of the history of the Group, the size of the countries and the scale of
economy have never become an obstacle to cooperation. As for the Ukrainian crisis,
the four countries of the Visegrad Group have three positions. Therefore, none of the
countries can impose their will on the other countries. Because of the weak integra-
tion ability of the Visegrad Group, V4 cooperation has its disadvantages. Perhaps
seeking common ground while reserving differences is the way to the survival of the
Visegrad Group.

As Jan Soth observed, “If we accept that in international politics not only rational
interests are at play, but also emotions and instincts, then an external observer
could not understand that this grouping came into being on a ‘regional instinct!
An instinct that is expressed in a regional self-preservation and also a shared
understanding that an individual approach reduces the relevance of each country
and the region as a whole"?®. His view on V4 as a grouping of mutual assistance
is compatible with reality, but V4 as a grouping of mutual control is not confirmed,
because different countries have different domestic politics and different agendas,
it is hard to control one member state by the other member states. He pointed
out that “an evaluation of the V4 should be based on the extent to which its original
ambitions and goals were fulfilled"?. It makes sense to judge the success or failure
of one organization. If we look at the Visegrad Declaration, the Visegrad Group had
achieved its main goals by May 1t 2004, as those countries formally joined the EU.
After EU accession, on the one hand, the Visegrad Group has concentrated on
cooperation within the EU, on the other hand, it has focused on cooperation within
V4. The V4+ format has expanded its influence in international arena, increased its
visibility. So far, the Visegrad Group has not become a tight-knit organization, the level
of institutionalization is low compared to other regional organizations, it has not set
up a secretariat, but this has not hindered V4 cooperation. The rotating presidency
of the Visegrad Group set priority after consultation with other member states. The
Visegrad Group has a regular annual meeting at different levels: president meeting,
prime minister meeting and ministerial meetings, while national coordinators
from member states play an important role in communication and coordination.
The Visegrad Group has shown flexibility when V4 countries dealt with issues of
common concern. The International Visegrad Foundation founded by V4 in 2000
has contributed to closer cooperation among citizens and institutions in Central
Europe, it has also facilitated links with Eastern Partnership countries and Western
Balkan states. The foundation provides grants to programs in culture, education,
scientific research, youth exchanges, cross-border cooperation and tourism. To
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some extent, the International Visegrad Foundation can be regarded as a famous
trademark with value. It fosters sharing Visegrad spirit in society, strengthens
exchanges of intellectual elite, and promotes the sustainable development of the
Visegrad cooperation.

The Visegrad Group will continue to exist as a grouping of Central Europe, and will
play an important role in shaping the region. The Atlantic Council of Slovakia once
proposed that Austria should be an integral part of Central Europe. So far, the Viseg-
rad Group has no plan to enlarge. To what extent V4 can shape the future of Central
Europe, depends on internal factors and external factors. In the context of debate on
the future of the European Union, multi-speed Europe is presented as a preferred sce-
nario. V4 states are worried about the scenario that it would put them in a disadvan-
taged position. As President Juncker emphasized that even if member states do not
go at the same speed, what is important is that they all go in the same direction?. It
seems that post-communist states in Central Europe rally against EU migration policy,
especially the mandatory relocation quotas. The hard line against migrants by the V4
countries even had positive response from far right politicians in old Europe. Austria’s
far-right presidential candidate Norbert Hofer said he would like the Visegrad Group
to include Austria, making it the union within union. The European Commission and
old member states blamed V4 states for showing no solidarity. When the European
Court of Justice took Poland, Hungary and Czech Republic to court for refusing ref-
ugee quotas recently, Slovakia still shows solidarity with the other member states
of V4% The vision of ruling parties such as Fidesz and PiS are different from the
mainstream parties in Western Europe, they want to take back more power from Bel-
gium, and increase the power of nation states. In terms of domestic politics, Hungary
and Poland parted with the prevailing path of political development after 1989, trying
to explore effective methods of governance by restructuring the state. The EU has
closely followed the political development of Central Europe, threatening to introduce
sanctions against Hungary and Poland time after time. PiS government’s conflict with
the Constitutional Tribunal and judicial reforms are perceived by the European Com-
mission as undermining the rule of law and the elimination of checks and balances.
Some analysts mentioned that the emergence of the “Hungary-Poland axis” will meet
the Franco-German axis led by the duo of Macron and Merkel. The rift between the V4
and Western Europe may weaken the position of the Visegrad Group in Europe as well
as in the international arena. Within the Visegrad Group, Slovakia is the sole member
of the Eurozone, the other countries have no timetable for the introduction of euro,
although there is no possibility to opt out like Denmark, according to their accession
treaty. There is no common ground in the financial and economic fields among V4
member states. After ANO won the elections in the Czech Republic, V4 may become
a bastion of mavericks in the changing and uncertain Europe. As Janusz Bugajski
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pointed out that “Visegrad grouping has opportunities to increase its effectiveness if
it follows two core principles: cooperation not integration, and instrumentalization not
institutionalization”. He warned that “Attempts to establish permanent structures and
secretariats would likely turn V4 into another expensive and unwieldy sub-European
bureaucracy without boosting its effectiveness"’. So far, the institutional framework
of the Visegrad Group has functioned well.

Due to its political and economic influence, the Visegrad Group has become a
recognized brand in Europe as well as in world. In March 2010, the Visegrad Group
opened the first Visegrad Embassy in Cape Town, where V4 diplomats take turns
to run diplomatic and consular missions. The Visegrad International fund can help
to foster the common identity of the Visegrad Group. After the fulfillment of their
strategic mission to join NATO and the European Union, the Visegrad countries’ co-
operation has moved to specific policy areas in the EU. V4+ format has enlarged its
external influence. The Visegrad Group is not affected by domestic politics, but the
Visegrad Group cooperation can go beyond domestic politics, and can always find a
common agenda for cooperation. Based on the experience of the development pro-
cess of the Visegrad Group, despite the challenges and internal problems that can
be expected in the future, the Visegrad Group will continue to survive, and achieve
transformations according to the changes of the environment. To some extend, the
tuture of the Visegrad Group will be shifted by the way how it interact with outside
players, such as the United States, Germany, China and Russia.
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EASTERN PARTNERSHIP COUNTRIES
ON THE CROSS-ROADS OF THE
EURASIAN GEOPOLITICS:

V4 EXPERIENCE IN COOPERATION
CULTURE

RUBEN ELAMIRYAN

ABSTRACT

The article focuses on the analysis of geopolitical and geostrategic essence of the fol-
lowing cooperation projects: Eastern Partnership Program (EaP) of the European Union,
Eurasian Economic Union (EEU), and Belt and Road Initiative (BRI). At the same time it
reveals the main declared and latent goals of the above mentioned Eurasian coopera-
tion projects, as well as of the EaP countries with regard to those projects. The article
also analyzes the Visegrad experience in cooperation culture.

Finally the research argues that as the EaP region is situated on geographical, geopolitical
and civilizational cross-roads, it should become the “bridge” of cooperation among the above
mentioned stakeholders through humanization and development of cooperation culture.

INTRODUCTION. NEW WORLD ORDER:
HUMANIZATION AND COOPERATION CULTURE

The beginning of the 215t century signalled the start towards the development of mul-
tipolar world order. This process is accompanied by the development of the EU, rise of
China, fresh restart of Russia, as well as establishment and development of a number
of international regional organizations and cooperation platforms, such as Shanghai
Cooperation and BRICS. This allowed F. Zakaria to announce the “rise of the rest”!, as an
antithesis to S. Huntington's famous “the West and the Rest".

However H. Kissinger writes that the “reconstruction of the international system is
the ultimate challenge to statesmanship in our time... The domination of a region by
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one country militarily, even if it brings the appearance of order, could produce a crisis
for the rest of the world".

The experience of the last two decades, specifically of the Irag war, Libya, Syria,
Ukraine, etc. allows to stress the importance of cooperation and humanization driven
construction of the new world system based on the ideas of peaceful co-existence,
stability, and sustainable development.

In this context the development of the new world order should be based on the
necessity of humanization of international relations and development of cooperation
culture. This will foster the harmonized development of international relations in the
process of formation of a new world order.

The idea of humanization of international relations became widely known based
on Jan Tinbergen's report to the Club of Rome titled “Reshaping the International
Order”. The report particularly stressed the importance of human social organiza-
tion named “humanistic socialism”’. The latter was called to provide equal opportuni-
ties inside and among countries, based on universal human values®. This approach
allowed various researchers to develop the necessity of humanization of world or-
der. René Kemp and his colleagues have researched the concept of humanization
of the economy and defined it as “an umbrella term for activities of living and work-
ing based on values of reciprocity, responsible citizenship, integrity and autonomy,
connectedness and trust, suggesting new ways of doing that operate on a different
logic and principles such as trust-based cooperation, mutuality, autonomy, and re-
specting the environment™.

Thus we see that nowadays humankind faces global challenges and threats. From
this point of view the humanization of international relations will foster peaceful and
safe human development on a planetary scale.

Another important way to provide peaceful coexistence in the world and specifical-
ly in Eurasia, is the possible development of cooperation culture.

There is no single approach towards understanding and explaining of the concept
of cooperation culture.

An American business strategist and blogger Evan Rosen distinguishes seven
steps to achieve culture of collaboration in the business (in the context of collabora-
tion hackathons):

* Plan: a key question to be answered

* People: broad participation in cross-functional collaboration

* Principles: value system

* Practices: principles in action

* Processes: prototype and test ideas

* Planet: to address how their ideas impact the communities in which the organi-

zation does business

* Payoff: the work product of the hackathon which must create value®.
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Interestingly most of these components and steps could be easily transited to the
realm of international relations, making them more cooperation and peace oriented.

In this regard Polish professor Barbara Kozuch defines three types of collaboration:

* Collaboration, i.e. positive collaboration;

e Competition, or rivalry;

* Battle, i.e. negative collaboration®.

Thus our goal is to develop positive collaboration based on responsible leadership,
motivation, clear vision and strategy, as well as mutually accepted principles.

Talking about the possible opportunities of political cooperation Clayton M. Chris-
tensen, Matt Marx, and Howard H. Stevenson emphasize the role of democracy to
foster cooperation’.

Following the idea of democratic cooperation, a group of Iranian researchers de-
velops a six-step combination to foster cooperation culture®:

2- 3 ,
resp(:nysmtl nicrad v

Thus, the concept of the “culture of collaboration” (or cooperation)® in international
relations could be summarized as a set of such components as responsibility, democ-
racy, leadership, motivation, trust, broad participation of all interested stakeholders,
dialogue and strategic approach/long-term interests, aiming to achieve positive coop-
eration and peaceful co-existence among nations and countries on local, regional and
global levels of world order.

EURASIAN INTEGRATION PROJECTS ON THE CROSS-ROADS

Eastern Partnership Program

EaP is a relatively new regional integration project officially presented by the EU to
six neighbor countries in Eastern Europe and South Caucasus. It was presented by
Poland with active Swedish participation on May 26, 2008 during the EU Foreign Af-
fairs Council meeting. It is designed to promote regional stability and sustainable
development through economic cooperation, democratic institution-building, as well
as stabilization of the EU eastern neighborhood.
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According to European External Action Service, “the EaP is a joint initiative involv-
ing the EU, its member states and 6 eastern European partners: Armenia, Azerbaijan,
Belarus, Georgia, Moldova and Ukraine. It is based on a commitment to the princi-
ples of international law and fundamental values - democracy, the rule of law, human
rights and fundamental freedoms. It also encompasses support for a market econo-
my, sustainable development and good governance"’®.

The official objectives of the EaP are to develop the political association and eco-
nomic integration of the EU with Armenia, Azerbaijan, Belarus, Georgia, Moldova,
and Ukraine. It was designed to advance human rights and good-governance norms
through the creation of a free-trade zone that would give partner countries access
to the EU's five hundred million consumers. However, the initiative did not go further
to offer EU membership to partner countries. On the one hand it was a reasonable
decision taking into account the limited possibilities of the further EU enlargement.
On the other hand, this move was widely seen as an impediment and restriction for
partner countries to enact serious economic and political reforms™.

There is also the third opinion, which claims that the EaP was intentionally de-
signed to stop the EU enlargement to the East.

At the same time EaP provides a strategic security dimension for the EU. Particu-
larly, the EU Global Strategy of 2016 clearly states “.. We have learnt the lesson: my
neighbour's and my partner's weaknesses are my own weaknesses. So we will invest
in win-win solutions, and move beyond the illusion that international politics can be a
zero-sum game... Internal and external security are ever more intertwined: our secu-
rity at home entails a parallel interest in peace in our neighbouring and surrounding
regions. It implies a broader interest in preventing conflict, promoting human security,
addressing the root causes of instability and working towards a safer world"?.

Thus, successful EaP implementation will contribute to the EU external and in-
ternal security through establishing a peaceful, sustainable and stable region in its
neighborhood. Nowadays this approach is more than timely taking into account the
Ukrainian conflict, migration crisis in the EU, increasing violence in Nagorno-Kara-
bakh conflict, etc.

Trying to further understand the role and significance of the EaP | will present
below some opinions of Hungarian policy-makers and researchers who reflected on
that issue during expert interviews. As it was agreed not to disclose them, | am pre-
senting direct words without naming the experts:

“The EaP is the result of strategic thinking of (Radoslaw) Sikorski... | think that the
EaP has two strategic goals: to prepare the participating states to tighter integration
with the EU and decrease the Russian influence in that region”.

“In short there is European Union which wants to shift its neighborhood away from
Russia. And to have neighbors with whom we can commerce and trade. This is the
reason why it was created”.
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‘| do not think that the EU needs EaP. We are not interested in these countries, es-
pecially the South Caucasus at all, they are far from us and cannot give us anything.
The EU is doing EaP only because it is a normative power and it feels necessary to
spread European values in the region. But | repeat, we do not have any real interest in
the EaP participating countries”.

However there is the opposite opinion too: “Why are they not important? All
the neighbors are important for the EU. The EaP at least helps Brussels to see,
to understand possible developments in these regions with regard to the EU. At
the same time the Project allows to understand Russian influence and strength
in various fields”.

At the same time Hungarian researcher Andras Racz outlines specifically two ma-
jor points of interest for Hungary in the EaP: diversification of energy imports and the
issue of Hungarian minorities'®. Despite the fact that the Nabucco pipeline project is
completely dead at the moment, the EU is still interested in Caspian and Iranian gas.

David Kral, Director of the Policy Planning Department at the Ministry of Foreign
Affairs of the Czech Republic, has outlined the following Czech interests:

e Democratization,

e Economic interest,

e Countering the Resurgence of Russian influence in Eastern Europe'™.

Thus it can be concluded that back in 2009 the EaP has been and currently remains
a strategic initiative, which covers wide range of EU foreign policy issues in that re-
gion, including economic, political, social and other fields. Summarizing, it could be
said that the EaP was established mainly due to the following reasons and interests:

e EU as a normative power

e Economic interests: trade and new markets
Diversification of energy import
e Political and economic stability in neighborhood as a precondition for the stabil-
ity in the EU
Geostrategic motives: decrease the role of Russia in the region which is in the
EU’s close neighborhood
e Better understanding of Russia’s motives and capacities to promote these mo-

tives
¢ Control of strategic ground routes from East to West
 Tool of influence on the EU’s international environment.

Eurasian Economic Union

In 2000 Vladimir Putin took the office of the president of the Russian Federation.
He was a “fresh air” for Russian politics after Yeltsin's 90s. Putin's approach was
based on the desire to strengthen geopolitical positions of Russia and diversify the
unipolar world. In early 2000s Putin succeeded in uniting Russia and stabilizing

Eastern Partnership Countries On The Cross-Roads Of The Eurasian Geopolitics: 77
V4 Experience In Cooperation Culture



the political-economic situation. This allowed to develop old and initiate new
integration frameworks in post-Soviet area, particularly, Commonwealth of In-
dependent States (CIS), Collective Security Treaty Organization (CSTO), etc.

In 2011, then-prime-minister Putin published an article in “lzvestia” newspaper,
where he elaborated the idea of establishing a new regional integration organization
— the Eurasian Union'.

“Creation of the Customs Union and United Economic Area establishes the basis for
further development of the Eurasian Economic Union... We do not stop on it and have the
ambitious vision to step up onto the next, higher level of integration — the Eurasian Union”,
clarifies Putin. After returning to the Office in 2012, Putin continued the new term as the
president with active promotion of the idea of establishment of the Eurasian Union.

The EEU was launched on January 1, 2015 and currently includes 5 members: Ar-
menia, Belarus, Kazakhstan, Kirgizstan and Russia. Thus developing the idea of mul-
tipolar international system, president Putin’s objective is to establish a new mecha-
nism of balance of powers, based on the promotion of an alternative to Euro-Atlantic
global pole potar-

However, the idea of Eurasianism is not new. According to the Modern Philosophi-
cal Dictionary, Eurasianism is an ideocratic geopolitical and social-philosophical study,
morphological complex of ideas and intellectual movement, which was founded in
1921 among the Russian emigrants and which has preserved the ideal-political poten-
tial until now... The Eurasianism theorists not only opposed Russia-Eurasia and Western
Europe, but also accentuated the potential importance of traditional and modernized
founding triads of Russian mentality: “Orthodoxy — autocracy — nationality”, “centraliza-
tion — discipline — self-sacrifice".

Thus Eurasianism develops the central place and role of Russia as the Eurasian
heartland. It sees Russia as a unique unite, which should become an alternative pole
on international arena.

While Russia is currently not in the position to provide further geographical en-
largement of the EEU, , it still needs to develop cooperation within Eurasia in face of
specifically increasing economic sanctions from the US.

In this controversial international environment called by many researchers “New
Middle Ages” or “Period of uncertainty”, motivated by the necessity to improve re-
lations with the EU and deepen cooperation in Eurasia, Putin brought to the inter-
national political agenda the vision of creation of the Greater Eurasian Union and
establishment of “integration of integrations”, which had been formulated during the
70" annual UN General Assembly Summit in 2016.

Similar ideas we can found in the updated Foreign Policy Concept of Russia of
2016, which in comparison to the 2013 version keeps stressing the importance of
the development of the EEU, but also accentuates the importance of “integration of
integrations” from Atlantic to Pacific’.
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Thus we see that Eurasianism is currently developing on at least two tracks — EEU,
which is formed reality even if with controversial outcomes at the moment. Another
vector is the Greater Eurasia, which is currently much more difficult to implement
due to not only tensed EU-Russia relations, but also rather often contradicting Rus-
sia-China interests. Developing the idea of the Greater Eurasia, Russia does not give
up the process of strengthening the EEU and promoting the integration process in the
“Near abroad”. It finds the EEU as an important mechanism to harmonize integration
processes in European and Eurasian regions.

Summarizing, it could be said that the EEU was established mainly due to the fol-
lowing reasons and interests:

* Strengthening influence in the region, which Russia considers as the sphere of

its interests

e Development of multipolar world order

e Economic interests: trade, labor force

e EEU as a buffer zone against EU and NATO enlargement

e EEU as a buffer zone against increasing Chinese influence in Central Asia

* Foreign military bases
Connectivity bridge towards the Middle East (in terms of Armenia), Europe (Be-
larus) and Asia (Kazakhstan, Kyrgyzstan).

Eurasianism as an ideology to unite Russian society, pro-Russian forces domesti-
cally and abroad and secure Russia's place in global order for the Future.

Belt and Road Initiative

The Belt and Road Initiative is a comprehensive project aiming at better economic
integration in Eurasia. The Project encompasses the Silk Road Economic Belt and the
215t Century Maritime Silk Road. The BRI was initially proposed by Chinese President
Xi Jinping in 2013.

According to the Hong Kong Trade Development Council, the BRI is a comprehen-
sive visionary project for global economic development in the new world order. It re-
fers to both historic Silk Road and also takes into account the modern tendencies of
global economic development to foster inclusive growth and development in the 215!
century. The BRI covers more than 60 countries and regions from Asia to Europe via
Southeast Asia, South Asia, Central Asia, West Asia and the Middle East. The region
estimates about 30 per cent of global GDP and more than 35 per cent of the world’s
merchandise trade. At the same time the Project sets the ambitious plan by 2050 to
advance three billion more people into the middle class in the Belt and Road region
through providing 80 per cent of global GDP growth'®.

Particularly, the BRI sets the following seven areas of cooperation™:

1.Promoting connectivity of infrastructure and facilities

2.Enhancing economic and trade cooperation

3.Expanding production capacity and investment cooperation
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4. Expanding financial cooperation

5.Strengthening cooperation on ecological and environmental protection

6.Promoting orderly maritime cooperation

7.Strengthening cooperation and exchanges in cultural, social and other fields

China has proposed a framework including six corridors, six means of communi-
cation, multiple countries, and multiple ports?.

At the same time Chinese authorities have developed financial instruments to pro-
vide the implementation of the BRI - the Silk Road Fund (USD 40 billion) and the
Asian Infrastructure Investment Bank (AlIB) with approximately USD 100 billion?".

However the problem is that according to different estimations the total cost of BRI
ranges from USD 6 to 8 billion, where USD 140 billion makes up less than 2 percent. On
the other hand the Initiative is a huge and long-term project. It cannot be excluded that
financial flows will be provided according to successful or unsuccessful implementa-
tion of specific parts of the project.

Based on those said above, a question can be raised, namely whether the BRI is
solely about economy. In this regard analysts largely vary in their opinions:

“According to my perspective the world had previously one hegemon, the US, be-
cause it has navy, which controlled the most important trading lines in the global
system. Since the most important trading lines were connected to the sea, with navy
you have capacity to control global economy. The New Silk Road is something to
introduce new connections. And this is against the unipolar American system”, says
a Hungarian expert on China.

Another Hungarian expert on Eurasian geopolitics, answering the question on the
real nature of the BRI, told the following: “I think there are several reasons for BRI to
be established. First of all it was a reflection of the economic situation in the country.
| mean the power accumulated in China should have its further development. At the
same time the initiative is a response to Eastern Partnership and Eurasian Economic
Union”.

At the same time the Lowy Institute analyst Peter Cai outlines three main interests
of China in BRI

* Strive to find new markets for Chinese goods and services, enhancing connectiv-
ity and trade between Asia, Europe and Africa.

» Domestic economic development in China. According to the author, 16 out of 27
provinces in China are covered by BRI, which will become a unique opportunity to
increase connectivity both among the Chinese provinces and with neighboring
states.

* BRI is also China’s grand strategy for spreading its leadership role on the interna-
tional stage both regionally and globally?2.

Another important issue is the necessity to ensure secure energy supply routes

and open up new market opportunities for both its established low-value, and the
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increasing volume of high-value goods. Stephen Aris, a researcher at the Center for
Security Studies, also points out huge currency reserves in China as a reason for the
establishment of BRIZ.

Thus it can be concluded that BRI is a comprehensive long-term project which
includes economic, political, geopolitical and other dimensions. The project is de-
signed to become an impetus for domestic development in China, foster connectivity
in Eurasia, as well as provide economic cooperation and energy security for China.
At the same time it aims at transformation of Chinese economic power into political
influence and provide “a place under the sun” for China in the global and regional
developing order.

EAR, EEU AND BRI ON THE CROSS-ROADS OF EURASIAN GEOPOLITICS
The “father” of political realism, Hans J. Morgenthau, specifies two types of external
interests: complementary and conflicting®.

At the same time American political scientist Michael G. Roskin is adding “iden-
tical” interest to H. Morgenthau's classification, clarifying that “two countries, even
allies, seldom have identical national interests"?.

Identical are the interests of the parties, generally allies, which are practically the
same. Complementary are those interests, which do not completely match, but pro-
vide large room for agreement around the exact issue on the basis of a compromise,
which satisfies all the parties.

Thus, reflection of this trilateral approach on the results of the above performed
research clearly demonstrates that both EaP, EEU and BRI contains at least two types
of the interests presented by H. Morgenthau.

The table below presents EaP, EEU and BRI interest-comparison. It follows the
above presented Morgenthau-Roskin combined approach.
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TABLE NT:

Initiative EEU
Interest

Political

- Trade,
- New markets,
- Labor force

Economic

- Decrease the role
of Russia in the
region,

- Control of
strategic ground
routes from East

to West.

- Tool of influence
on the EU’s
international
environment.

- Tool to under-
stand Russia, the
level of its influ-
ence, capabilities
and interests in
specific areas,

- Connectivity
bridge towards
“East” (Russia,

Central Asia, Chi-
na) and Middle

East.

Geopolitical

EU as a normative

Civilizational/ .
power: export of

Normative
power values, norms
and standards
- Diversification of
energy import,
uninterrupted
Security energy supply

- Political and eco-
nomic stability in
neighborhood.

- Trade,
- New markets,
- Labor force

- Strengthening influence in
the region, which Russia
considers the sphere of its
interests,
- Development of multipolar
world,
- EEU as a buffer zone
against EU and NATO
enlargement,
- EEU as a buffer zone
against increasing Chinese
influence in Central Asia,

- Connectivity bridge towards
the Middle East (in terms of
Armenia), Europe (Belarus)

and Asia (Kazakhstan,
Kyrgyzstan).

Eurasianism as an ideology
to unite Russian society,
pro-Russian forces do-

mestically and abroad and
secure Russia’s place in

global order for the Future

- Foreign military bases,
- Political and economic
stability in neighborhood,
- Uninterrupted energy
export.

- Domestic political
stability

- Trade,
- New markets,
- China as a rule-setter
in global (particularly
Asian) economic order,
- Domestic economic
development

- Strengthening influence
in the region
- Decrease of US, EU and
Russian influence in EaP,
and, broadly, Eurasian
region,
- Counter-balance the
“Pivot to Asia” project,
- Provide better connec-
tivity in Eurasia

Development of Chinese
order in Eurasia

- Uninterrupted energy
supply,
- Political and economic
stability in neighbor-
hood.

Based on Table N1 and the Morgenthau-Roskin methodology, it could be conclud-
ed that all the parties have both complementary and conflictual interests, and not

surprisingly no identical ones.
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However the main question here is which of the above presented interests are
more vital in long-term perspective — peaceful co-existence with global and regional
stability or economic interest, where it is much easier to find a compromise.

From this perspective the main issue is how to provide the cooperative framework
taking into account the both complementary and conflicting interests of the EaP, EEU
and BRI.

Below are presented some approaches from the expert interviews on how to deal
with this issue.

Answering the question about how Germany and China can move closer, if they
are exporting or will export similar things and to the same markets, my interviewee
replied: “This is the problem, you are trying to look at this in a Western conflictual way.
If we want the same thing, we think that the outcome will be a conflict. But in China
they have a different view about this. Why don't you think in terms of favors. For
example, if Germany wants to move closer to China, probably they should ask about
favor. Ok, | want to support your idea, but | want this. And if China accepts this, this
favor starts to be exchanged. In that case it is possible to avoid conflict. E.g., you are
exporting to Russia this, and |, that.. This is a different kind of thinking that we have
in the West".

“When you think about Eurasia, at the moment Russia could be the bridge. For Rus-
sia being in this cold war situation is the worst case, as in longer terms it means it will
be the minor part of China, and less and less important. It is much more important to
have Eurasian region, where they can export gas to both economic centers. They can
be the road. On the other hand, China thinks that Russia is important, because it can
create problems, so it provides an acceptable role to Russia, not too much of course,
but not to make Russia openly against BRI".

“The development of these three integration projects will not necessarily lead to
collision. | think it is possible for the projects to cooperate... The issue is the level
of influence. The EU wants to recognize partners and decrease influence of Russia
and China, Russia strives to have what EU wants, plus hard-power (including mili-
tary cooperation) and development of new political and economic relations. China
tries to adopt the European approach and add economic component. Thus the de-
velopment of these three integration projects will not necessarily lead to collision,
as EaP is more about promotion of democracy, China — infrastructure, and Russia
— military cooperation. If the sides will agree to develop only “their own” field, it
could provide peaceful coexistence and cooperation, when each actor plays its own
game without interfering with the partner's “garden”.

Agreeing with the expert, at the same time it is worth to mention that all three
initiatives are also about trade. In this regard fair market competition based on
international norms and principles could be the best solution to avoid confrontation
in the region.
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The strong point is that neither EU nor China have the necessary military or
hard-power capabilities to enter into the EaP region. At the same time most security
problems in the region have hard-security essence. Thus the issue is that both EU
and China should either develop hard-power capabilities in the region, or promote
economic cooperation and normative power.

From this perspective most of the EaP countries could be a reliable basis for all
stakeholders to develop cooperative values in the region. This will allow to avoid repe-
tition of Ukrainian scenarios in the future. Moreover each initiative should be strategic

enough to be responsible for the regional and global security architecture.

EASTERN PARTNERSHIP PROGRAM, EURASIAN ECONOMIC UNION,
BELT & ROAD INITIATIVE AND EASTERN PARTNERSHIP COUNTRIES

The interest-based comparison of the EaP, EEU and BRI among each other raises
the necessity to analyze and understand the state of cooperation among EaP coun-
tries and three initiatives.

The following table provides a short overview of the current picture in those relations:

Project

Country name

Pre-signed Framework

Full member, since

Bilateral developing cooper-

Armenia Agreement with the EU, . . ?
since March 2017 January 2015 ation with China
Participation in the EaP, Joint Declaration on.devel-
- . opment and deepening the
Preparation of a compre- Bilateral cooper- - . .
; - - . relations of friendship and
" hensive agreement (in the ation with EEU -
Azerbaijan cooperation between the
framework of EaP between member-states, . "
S Republic of Azerbaijan and
the EU and Azerbaijan) is member of CIS he People’s Republic of
under negotiations t € meople’s REpublic 0
China, December, 2015
China-Belarus Joint State-
Participating country with . ment on Establishing a
f Full member, since - .
Belarus large potential for further January 2015 Comprehensive Strategic
cooperation with the EU y Partnership, September
2016
. Free Trade Agreement,
Association Agreement el sogpa which is supposed to enter
Georgia ! ation with EEU
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since July 2016

member-states
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Project

Country name

Bilateral cooper-

Association Agreement, ation with EEU Negotiations to sign a free
Moldova -
since July 2016 member-states, trade agreement
member of CIS
L Bilateral cooper- . .
Ukraine Association Agreement, ation with EEU Developing bilateral rela-

since September 2017 tions

member-states

Simultaneously the picture would not be complete without economic indicators of
cooperation, driven by the above mentioned political and legal bases. In the econom-
ic overview the article stops on three indicators — export, import and foreign direct
investments. This choice is explained by the declared economic nature of all three
initiatives. At the same time it is necessary to keep in mind cooperation in political,
military and other fields. These factors only strengthen the necessity of tighter mul-
tivector cooperation.

The table below resembles the EaP countries” main trading partners for 2015%:

Foreign Direct Invest-

. Total: 4.169B
Total: 1.66B ch;t:iléiiZZ%B; Russia - 1.921B
Armenia Russia — 14% China — © 4% Argentina — 247M
Gl = 107 Germany, ltal i:rz;nce - UL = 2l
Germany - 8.8% Y. { France - 268
12.1%
Germany - 168
Total: 22.229B
Total: 16.98 Total: 11.1B LIE = aions
o . B Turkey — 4.150B
. Italy — 25% Russia — 15%
Azerbaijan o o Norway — 3.087B
Germany — 10% UK -7.9%
France - 6.7% Germany - 7.6% e = U
’ ’ Russia — 1.497B
China — 169M
Total: 26.18 Total: 28.48 VGLELE 7728
; o ; o Russia — 10.258B
Russia — 39% Russia — 54% Cvprus — 2.9298
Belarus UK - 11% China - 7.2% yPIus = 2.
X . Austria — 649M
Netherlands, Poland, Germany, Lithuania, Italy Netherlands — 442M
Latvia — 9.6% -9.6%

China - 196M
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Foreign Direct Invest-

Total: 14.827B

Total: 2.77B Total: 7.72B
Bulgaria, Italy — 14.3% Ireland, Germany — 11.5% UK.. Letsls
. . o . o Azerbaijan — 1.592B
Georgia Russia — 6.6% China - 8.1%
China - 4.6% Russia - 7.4% Netherlands - 1.5268
’ ’ Russia — 601M
China — 455M
. Total: 2.634B
Total: 2.4B romano e 088 Russia - 476M
Romania, Italy, Germa- ! y,o Y Netherlands — 326M
Moldova o -28.9%
ny - 38.1% . o Cyprus - 224M
. o China - 9% .
Russia - 11% Russia - 7.1% Spain — 212M
R France — 206M
. Total: 26.522B
qotal 41.78 Total: 39.6B Germany - 6.594B
: X 2 Russia - 21% Netherlands - 4.151B
Ukraine China - 5.9% land o
ltaly, Poland, Germany Germany, Poland - 17% Cyprus — 3.124B
T 13 '30/ China — 9.5% France — 1.699B
= Russia — 833M

Thus the above presented overview can be summarized with an image, where all
six countries have rather significant bilateral political and economic routes with Brus-
sels, Moscow and Beijing. The level of cooperation varies from country to country.
However it is worth acknowledging that multi-vector cooperation with and within EaP,
EEU and BRI will be profitable for all EaP countries.

“Being proactive, the EaP countries can largely enjoy the situation, when they can
work with different stakeholders and gain as much as possible’, says a Hungarian
expert on Eurasian geopolitics.

A question to be raised is whether the Ukrainian conflict has alienated Kiev and
Moscow with no possibility to cooperate. However there is a deep-rooted opinion that
the conflict has even increased Russian influence in Ukraine.

“Currently Ukraine is more dependent on Russia than it used to be before the conflict.
The reason is the conflict itself”, says a Hungarian expert on Russia-Ukraine relations.

The problem is that negative collaboration as a starting point will never lead to
the development of either a separately taken country, or the whole region. The same
could be acknowledged for the Nagorno-Karabakh conflict. A disintegrated South
Caucasus will never have the development it could have as a united and cooperative
entity, taking into account the small economic, political and geopolitical potential of
separately taken South Caucasian countries.

Thus, it can be summarized:

e Firstly, all the sides are interested in mutual positive cooperation. Negative coop-

eration will not provide any solution to solve the existing problems.

¢ Secondly, each EaP country needs a clear strategy for how to deal with Eurasian

integration initiatives, not to wait for what Brussels, Moscow or Beijing will offer,
but to have a clear vision.
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* Moreover, each EaP member would have stronger negotiation positions if it were
possible to develop a joint strategy and approach for six countries. At the moment
it seems less realistic taking into account the existing problems among EaP coun-
tries. However long-term interests could lead the countries to take this decision.

* At the same time, if the EaP countries want to take a significant role in the Eur-
asian geopolitical arena, there is strong necessity to continue the process of devel-
opment of strategic elites with strategic knowledge and connections, of an elite,
which would be able to lead those countries throughout the current stage of po-
litical and economic turmoil to a more politically and economically stable region.

VISEGRAD GROUP COOPERATION EXPERIENCE AS A ROLE MODEL FOR THE EAP

The necessity of development of tighter cooperation within the EaP, as well as be-
tween the EaP and foreign stakeholders brings to the idea to research the successful
experience of the V4 cooperation framework. This will allow to apply the V4 success
story to the EaP reality.

The official Visegrad web page describes the Group as a platform which “reflects
the efforts of the countries of the Central European region to work together in a num-
ber of fields of common interest within the all-European integration. Czechia, Hunga-
ry, Poland and Slovakia have always been part of a single civilization sharing cultural
and intellectual values and common roots in diverse religious traditions, which they
wish to preserve and further strengthen™’.

At the initial stage the Group was united with the goal to become EU members. How-
ever the EU membership in 2004 allowed the V4 countries to set new agenda, which
was presented in the in the Kromériz Declaration on 12 May 2004. The Declaration
particularly stressed the importance of development of the following main directions:

* Culture,

* Education, youth exchange, science,

 Continuation of the strengthening of the civic dimension of the Visegrad co-op-

eration within the International Visegrad Fund and its structures,
 Cross-border co-operation,
Infrastructure,
e Environment,
* Fight against terrorism, organized crime and illegal migration,
e Schengen co-operation,
* Disaster management,
» Exchange of views on possible co-operation in the field of labor and social policy,
» Exchange of experiences on foreign development assistance policy,
* Defense and arms industries?®.
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Thus we see that V4 is a deep and comprehensive regional cooperation format,
which encompasses economic, political and civilizational components.

Though some of these elements are hardly applicable in EaP region, such vec-
tors of cooperation inside the platform as culture, education, youth exchange, sci-
ence, continuation of the strengthening of the civic dimension, cross-border co-op-
eration and disaster management could be essential both for current and future
cooperation. In this regard the establishment of the International Visegrad Fund as
an analogue for the EaP could be an important contribution to the development of
regional cooperation.

At the same time the fostering of economic cooperation could be another pillar of
EaP modernization to provide peaceful environment through interdependence.

Not less important is the foreign policy dimension. “After its revitalization the V4
became a strategic platform for discussing issues related to the pre-accession pro-
cess’, says researcher Tomas Strazay?.

Today the Euronest Parliamentary Assembly provides a platform for political con-
sultations. However it is very often rather formal. In this regard the V4 experience
could be applied to deepen cooperation within this platform and spread it to govern-
mental and non-governmental levels.

Tomas Strazay continues that “joint accession to the EU was in the interest of all
four countries, which also strengthened the sense of solidarity inside the group. Ex-
change of information and experience was held on a regular basis inside the group,
as well as with non-V4 partners™®.

Though the EaP countries do not have a common approach related to the EU ac-
cession (for instance, Armenia, Azerbaijan and Belarus do not consider EU mem-
bership a foreign policy goal), however the united approach could be based on the
necessity to transform the region into a “bridge of cooperation” with the EaP format
as locomotive of that process. Particularly the following extract makes it clear how
countries with different foreign policy priorities can contribute to the joint goal: “In
terms of foreign policy, the principal challenge again is for all Visegrad member coun-
tries to turn their traditionally different foreign policy ties into a common strength
rather than a weakness. In simplified terms, during crises Hungary has traditionally
looked towards Germany, Czech Republic and Slovakia toward Russia and Poland to
remote powers, such as France and Britain in the past or the United States at present.
The Visegrad Group should not try to suppress these historic inclinations but rather
use them to promote its common aims"®'.

Thus it could be concluded that V4 experience in cooperation culture could be
widely applied to the EaP reality to provide more effective modernization of the EaP
on both “domestic” level and EaP countries — foreign stakeholders collaboration.
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CONCLUSIONS AND RECOMMENDATIONS

Thus we see that all the above discussed sides are deeply interested in coopera-
tive, humanized and peaceful relations in Eurasia. From this perspective the EU can
become the locomotive of transformations, using and fostering its normative and
economic power to provide:

* More interdependence between the EU and EaP countries, as well as among EaP
countries, as the less conflictual is the region, the easier it is to provide the EU’s
strategic goals. “These will lead to more interdependence among these coun-
tries, and increase EU's leverages. As a result the EU will be able to develop a
more peaceful agenda in the region, providing political stability and sustainable
development”, says a Hungarian diplomat.

More financial support for economic development (not provide fish, but teach
how to get the fish out of the river), as it will make the countries more self-suffi-
cient and as a result less dependent and more cooperative.

Ongoing work with local elites. The above cited diplomat explains it the follow-
ing way: “Going hand in hand with traditional European lines, reforms of public
administration, business relations, we should focus on educating local elites to
foster more democratic views and how such issues as, for instance, business
to business cooperation or local administration, can be handled... “, and he con-
tinues, “... because whatever happens in the capitals mostly stays in the capitals
and if you can educate basically in municipalities, in a long term perspective this
can force, speed up integration processes...”

Another solution could be stimulation of positive collaboration in political, eco-
nomic, social and other fields among the six EaP countries.

Application of the V4 experience on “domestic” and “foreign” levels of cooperation.
Not less important is standing hard on the bases of the normative power. “The
thing is that because of the economic interest we sacrifice our values that was
also a problem within this region. If you want to transform this region towards
our values to be big brother of the region, you have to be more coherent in your
views”, explains the Hungarian expert.

e At the same time there is a strong voice for diversified approaches towards
those EaP countries which have signed the Association Agreement and those
which have not. On the one hand, it is a fair point and the policy “more for more”
should be in place. However, on the other hand, such kind of policy could lead to
the alienation of specifically those participants or groups within these countries
which see cooperation with the EU as one of their main foreign policy priorities.

However, the modernization of the Eurasian cooperation architecture is not a uni-
lateral process and should be developed by all stakeholders.
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Thus, if the EU becomes the locomotive for normative change, other actors should
also take the responsibility for change and provide the maximal input into the “‘com-
mon budget” of peaceful co-existence. The first step could be the re-evaluation of the
principles of doing business and politics, based on fair competition, mutual respect
and responsibility to provide peaceful coexistence among the EU, Russia and China,
and the EaP countries. At the end of the day, the more developed a small or medi-
um-size country is, the more opportunities it can offer to the investors and trade part-
ners. One can think that the richer the six EaP countries are, the more it will distance
them from "big partners”. But this is only partially true, as interdependence and the
necessity for further cooperation and peaceful coexistence will make these countries
continue cooperating on local, regional and global levels in all existing fields of current
collaboration.
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VISEGRAD FROM THE INSIDE

VISEGRAD COOPERATION
BEYOND THE POLISH AND DURING
THE HUNGARIAN V4 PRESIDENCY

PETER STEPPER

In the framework of Visegrad cooperation, Czechs, Slovaks, Hungarians and Poles
have been harmonizing their interests for more than 25 years now. Visegrad cooper-
ation, which is still not an institutionalized integration, proved to be an effective plat-
form of political dialogue. Whenever political will emerged in the past, the V4 Group
was able to present tangible and visible results. The agenda of cooperation is defined
by the current rotational presidency and the last two presidency programs. Accord-
ing to those programs, the Polish and the Hungarian ones show relatively greater
ambitions of cooperation than before. The aim of this article is to analyze the results
of 2016/2017 Polish and 2017/2018 Hungarian presidency programs and make esti-
mates of the chances of deepening the cooperation.

1. AGENDA SETTING ACTIVITY OF THE VISEGRAD GROUP

The modern form of Visegrad cooperation exists since 1991, but it has its old
historic roots.! Its aims and framework changed a lot since the post-communist
transformation of the then three countries, Czechoslovakia, Hungary and Poland.
Its existence has been questioned several times, at first the 1999 NATO, then the
2004 EU accession raised the question of the necessity of such a regional platform.
However, the V4 did not lost its significance and during the long road of self-defi-
nition it might find once a Visegrad identity.? Nonetheless, the cooperation is still
not institutionalized and works strictly on intergovernmental basis. The frequency
of the political and expert-level meetings is influenced by the rotational presidency,
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which was orchestrated by Poland in 2016-2017 and was followed by the Hun-
garian V4 Presidency in 2017-2018. The most important priorities, the topics and
level of negotiations are determined by the Presidency programs.® It is always a
huge challenge to comprehend a presidency program, which somehow reflects
the interests of the country which holds the presidency on the one hand, still able
to serve the principle of consensus and continuity on the other. Only such a com-
prehensive approach could strengthen the bonds and serve as a follow-up of the
previously successful joint projects. This is key to preserve the credibility of
Visegrad cooperation.*

The main goal of the Polish V4 Presidency was to have a stronger V4 voice in
the European Union decision-making process and to increase the visibility of special
Central European interests in Brussels. Hungary chose the motto of V4 # Connects
for the presidency, which reflects the attitude towards the whole project, as Budapest
intends to facilitate interconnections both in terms of infrastructure and of extend-
ed dialogue. Lately there has been more talk on Visegrad than ever before. Press
releases of influential Hungarian politicians, daily newspapers and TV channels are
constantly presenting news on V4. MTVA, the public television channel even has a
special news session called “Visegrad News” — V4 Hiradé in prime time, which shows
how important Budapest finds it to advertise the V4 cooperation format. This article
strives to analyze the results of the recently closed Polish V4 Presidency and the
prospect ahead of the on-going Hungarian V4 Presidency. The first part deals with
the international environment of the V4 countries, analyzing the regional, the Europe-
an and the global international scene. The second part focuses on three distinctive
policy areas, energy policy, digitalization and defense cooperation.

2. EXTERNAL RELATIONS OF THE V4 COUNTRIES

2. 1. V4's Agenda Setting Activity in the European Union

One of the most important goals of the V4 Group is to be heard in a multi-speed
Europe. The first chapter of the Polish Presidency: Strong V4 Voice in Europe reflects
on this desire and identifies policy fields, which is essentially important for Central
European states in European politics. The Polish presidency program highlighted the
challenges of irregular migration, which is on the top of the agenda of European pol-
itics since the spring of 2015. The aim of the V4 countries is to tackle root causes
of forced migration and to strengthen border control, while preventing the erosion
of traditional European principles of free movement of labour stemming from the
Schengen system. Concerning the Common European Asylum System (hereinafter:
CEAS)® the V4 Group clearly rejected any kind of initiatives aiming to implement a
mandatory quota system to relocate asylum seekers and/or refugees. However, V4
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supported the strengthening of European Asylum Support Office (hereinafter: EASO),
the EU Refugee Fund and any platform useful of strengthening border protection, like
the new Frontex, the European Agency for Border Protection and Coast Guards.

Concerning future policy areas connecting to European politics, V4 countries focus
on issues where they can facilitate a constructive dialogue. Therefore, V4 usually
avoids to shed light on the divisive issues, but identifies and promotes only topics
according to which they can find a common interest.

Economically, it is top priority for the region to promote their interest during the ne-
gotiations about the next multi-year EU budget of 2021-2027. While the Czech Republic
will be a net contributor of the EU multi-year budget in 2019, also Poland has ambi-
tious plans to follow this path. As Deputy Minister of Economic Development Jerzy
Kwiecinski argued, Poland's goal is to be net contributor in the future, because if EU has
ambitious goals in terms of innovation and competitiveness as well as security policy
and migration, it should have a proportionally ambitious budget, too. While V4 is willing
to do what it can in financial terms to support common European projects, there is still
room for increasing economic convergence between EU member-states.. In Poland, for
example, the GDP per capita was only 50% of the EU average in 2004, but EU cohesion
support helped to reach 70%.°

V4 position is to simplify cohesion policies and new regulations should be fu-
ture-proof. Instead of providing only grants, EU funds could provide financial instru-
ments, loans, capital instruments or guarantees, much easier to acquire. However,
plans of some EU bureaucrats in Brussels and Berlin to use conditionality and intro-
duce political standards like the level of rule of law in exchange of providing financial
assets is unacceptable. While the transformation of cohesion policy is necessary
indeed, it is purely an economic question and not a field of political bargains. Increas-
ing economic convergence within the EU is also in the interest of Western private
companies, because without the recent cohesion support for the CEE region, their
FDI cannot find their market opportunities and they will move forward to East, occa-
sionally. Furthermore, the increase in terms of purchasing power of the population of
V4 countries is an essential requirement to sell the goods produced in EU countries.
The V4 Group finds initiatives about the future of EU really important but reminds ev-
ery member-state that the most essential task is to show credibility and consistency.
In order to remain credible, the EU needs to respect its own commitments laid down
in the treaty of Lisbon in 2009 and not to hasten reform procedures with ad hoc deci-
sions, which can erode the traditional European values, based on the consensual form
of decision of every sovereign member-state. EU committed itself to negotiate with
Western Balkan countries and it remains open for the options of further enlargement
and to maintain partnership relations with Eastern Partnership countries. V4 sup-
ports to keep these enlargement promises for Serbia, Bosnia, Macedonia and Mon-
tenegro. Similar argument applies for the free movement of labour, thus V4 Group
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intends to defend the Schengen system with strengthening border protection. From
their perspective, Europe needs reform programs, which have more than just a limit-
ed support of a few like-minded member-states,” but a wide consensus on the future
of the European asylum system, migration policy and border protection. V4 countries
harmonized their positions towards these issues before every General Affairs Council
(GAC) and Foreign Affairs Council (FAC) meetings and pursued dialogue on lower
level of negotiations like COREPER meetings and preparatory commission works.
Concerning negotiation with other European member-states like the big players, as
Germany or France, or the smaller neighbors like Austria or Slovenia, V4+ format re-
mained salient. It is not surprising that in terms of negotiations with Germany, there is
always easier to promote the common interests of a region of 65 million inhabitants
than of a single country. V4+ can be an effective tool to discuss a potential accession
of Slovenia to the EU V4 Battlegroup after its stand-by in 2019, but it highly depends
on the chances to transform the V4 BG into a Permanent Modular Force. Thus, nego-
tiations with other EU member-states are also important in the field of defense policy
and it is absolutely true in case of the Nordic-Baltic 8. V4 troops were deployed there
on a rotational basis in the framework of NATO Enhanced Forward Presence (herein-
after: EFP). V4+ negotiations on EU spatial policy and cohesion/structural policy with
Romania and Bulgaria are probably going to remain important in the future as well.

2.2. V4 Group's Relations with non-EU countries

In the field of enlargement and neighborhood policy a slight exhaustion can be expe-
rienced in the past few years, but V4 tries to vitalize the relations with the Western
Balkans, whose EU accession is of its prime interest. Building more and more con-
nections towards Eastern Partnership countries remained a significant initiative and
V4 strongly supports economic reforms in this region. Due to the global effects of
protracted conflicts - such as irregular migration and terrorism - V4 Group supports
the policy of global opening and seeks constructive dialogue with Middle-Eastern and
South-American countries, besides the traditional ways of multilateral diplomacy in
the framework of the UN. It uses V4+ negotiation format to pursue this goal.

Visegrad+

Negotiations with non-EU countries focus on countries with future investment po-
tential like China, Japan, South-Korea and the United States of America. Information
and know-how sharing is the best way to materialize such initiatives. A good example
for this is the case of a V4+ Japan project, where companies and a scientific team
worked together on common projects related to materials sciences. V4 countries use
V4+ format also in multilateral diplomacy, so they harmonize their positions in terms
of several topics like UN SDGs, human rights protection, international peace-keeping
and conflict resolution.

96 Péter Stepper



Foreign Policy Review

In practice we can see how useful this V4+ format can be to reach political leaders
from relatively far-located regions, if we think on the V4+ Egypt and V4+ Israel min-
isterial meetings of 2016. CEPA Forum in Washington remained the traditional plat-
form of American-Central European cooperation and the 9" CEPA Forum has been or-
ganized in 21-22 September 2017. Energy policy and cyber-security cooperation are
the two distinctive topics, which both the V4 and the US might be interested in. Fur-
thermore there are several US related events planned to take place in Budapest like
the AmCham conference on business opportunities. V4 Group also wants to open up
towards countries of the Sub-Sahara, thus the Hungarian V4 presidency organizes a
political consultation with representatives of the African Union in 2018. The aim of
this consultation is to find opportunities for how the Visegrad Group could support
international development and donation programs in such countries. As a relatively
new initiative, the goal of deepening the relations with the Asia-Pacific also appeared
on the V4 agenda, but it is still unclear how successful it can be.

Eastern Partnership

EaP countries® will be just as important for V4 as it was earlier, thus Visegrad coun-
tries welcome every development project on transport and energy networks, reform
initiatives in the field of state-building, democracy and anti-corruption, which are cru-
cial to have stability in the eastern neighborhood of the European Union. The Polish
V4 Presidency program highlighted that we should pay attention to the different levels
of ambitions in the EaP countries and focus on those which stood firm to implement
the reforms in the framework of Deep and Comprehensive Free Trade Agreement
(hereinafter: DCFTA). V4 is ready to share its experience and knowledge with Georgia,
Ukraine and Moldova. In practice we can find several programs to support this initia-
tive like the Civil Servant Mobility Program (CSMP)®?, which is implemented by NGOs
of Think Visegrad Platform. The aim of CSMP is to facilitate civil servant mobility and
make it possible for Georgian, Moldovan and Ukrainian civil servants to visit Hungary,
Poland, Czechia and Slovakia in order to change ideas with their fellow colleagues
and meet staff of NGOs, SMEs, ministries related to their field interest.

Concerning EaP the realistic goal of the Hungarian V4 Presidency is to keep cred-
ibility and do not let these partner countries be disappointed due to the unfulfilled
promises of the past. It is essential to maintain stability. In order to achieve this, clear
messages has to be communicated towards the region about what the EU really ex-
pects and what they can achieve in the foreseeable future. The most successful way
of cooperation is to do as many small, but significant projects as one can. Such areas
of cooperation can be the cross-border cooperation and/or infrastructure building. It
is true that DCFTA and institutional reform is the guarantee of future development,
and reform cannot be done without such projects as CSMP, which is supported by
the Hungarian Presidency, too. Economic reform takes time, like the transformation
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of the Ukrainian agriculture sector, but it cannot succeed without the reduction of the
corruption level, which is still one of the biggest problems in the region.

Regarding Ukraine, Georgia and Moldova, not just EU accession, but NATO en-
largement used to be on the agenda, but it is not reality anymore. It is primarily be-
cause of the Russian activity to undermine these efforts. While NATO as a defense
community perceives enlargement and partnership initiatives as a tool of promot-
ing stability and peace, Moscow understood this process as an aggressive exten-
sion in its neighborhood and reacted accordingly. Russia, at least partially, achieved
its strategic goal to block further NATO enlargement. The 2008 Russo-Georgian
war and the 2014 annexation of the Crimean Peninsula made these EaP countries’
efforts to join NATO impossible. Enlargement towards countries which have unre-
solved armed conflicts on their territories is not an option for the member-states of
the transatlantic alliance. In spite of this, it is essential for NATO to show solidari-
ty towards these countries and find partnership possibilities instead of empty en-
largement promises. Such initiatives are the Comprehensive Assistance Package in
Ukraine, the Substantial NATO-Georgia Package and the Defense Capacity Building
Initiative in Moldova. If there is political will, these projects can be significant assets
of capacity development.

According to the V4 declarations, Belarus, Azerbaijan and Armenia are equally im-
portant partners of the V4 Group, but it can be a real challenge for the future to find
the balance terms of foreign relations towards these countries. On the one hand the
Polish (not just the Civic Platform but the first Law and Justice) government supported
Belarussian opposition parties with the help of financial assets transferred to BELSAT
TV Channel. BELSAT TV is known as an important media platform of the opposition
of the Lukashenko regime. Recently the PiS government decided to reduce this finan-
cial support significantly, even if the director of BELSAT and her family is known as a
traditional supporter of Kaczynski and PiS.'° Besides the opening towards Minsk, the
V4 Group deepens the ties with Baku with bilateral agreements and the plan of an EU
framework agreement. In order to avoid alienating Yerevan with these steps, the V4
Group supports the Armenian visa liberalization process and facilitates to sign and rat-
ify the comprehensive EU-Armenia Cooperation Agreement.™

Western Balkans

Polish V4 Presidency just started after the period of increasing irregular migration
since 2015, which significantly influenced European mind-set toward the necessity of
good partnership with Western Balkan countries and Turkey. The V4 Group still sup-
ports the idea of enlargement, because it can be the primary tool to expand the zone
of stability and welfare towards southern and eastern directions. Therefore V4 wel-
comes action plans and projects like the NERLFR (Network of Experts on the Rule of
Law and Fundamental Rights) and Enlargement Academy project, both of which help
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to transfer best practices. Furthermore V4 facilitates the enhancement of political
consultation and keeps the question of Western Balkan accession on the EU agenda.

The Hungarian V4 Presidency also seeks for options to facilitate projects aiming sta-
bility, security and economic growth in the Western Balkan region. Agenda setting activity
is really important concerning this question, because the last analysis of the European
Commission on the chances of accession is of November 2016, and no other such report
has been created or even planned to be published in the future. It is a clear sign of the
“enlargement exhaustion”, which shows that without any strong lobby activity of certain
EU member-states, the question of WB accession will disappear from the agenda sooner
or later and it is the vital interest of V4 Group to prevent it from happening.

3. AGENDA SETTING AND V4 PRIORITIES

Inter-state cooperation in Visegrad functions on a daily basis with the help of in-
ter-ministerial meetings, political consultations, working groups, which result in pub-
lishing common letters, declarations, non-papers and other ceremonial documents.
Before ceremonial press conferences and release of such documents, a lengthy pro-
cess takes place where representatives of the Czech Republic, Slovakia, Hungary and
Poland try to harmonize their positions, which reflect their national interests, and are
also acceptable for the regional partners. V4 seems to be successful, because these
countries are cautious enough not to talk about issues where consensus would be
hard to achieve. Of course this means that V4 Group has never been more than a
political consultation platform, but it does not mean that it would be a problem in any
sense. Policy fields like agriculture, defense industry, or energetics significantly differ
in these countries, because of their differences in terms of the size of the country,
population, and geography; so finding the common interest is not an easy process.
The realistic aim for V4 is to find at least a few policy areas where the countries can
identify common interests and take steps to implement some tangible projects. The
three most successful such territories of cooperation are the energy policy, digiti-
zation and defense policy. It is easy to understand why it is important for the whole
region to increase the competitiveness of the ICT sector, to build a stable energy
infrastructure, which increases supply diversification and reduces vulnerabilities, to
maintain defense capabilities and defense industry during the time of austerity. The
next section of this article analyzes these three distinctive areas of cooperation.

3.1. Energy Policy

Regarding European energy policy, the main goal is just the same, to create the Euro-
pean energy single market and to reduce the effects of potential market externalities.
Increasing the maneuverability of EU member-states vis-a-vis Russia is an important
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goal, especially for the Visegrad region, which is in the geographical proximity of it.
The aim is of course not to substitute e.g. the Russian gas import, by far the cheapest
energy import alternative for the region, but to incentivize Russia to remain compet-
itive and to adjust its energy pricing to the EU energy market requirements. It is a
priority for V4 to decrease fossil fuel consumption and to increase the role of nuclear
energy in the energy mix, in accordance with the 2030 EU environmental goals.” To
achieve the aforementioned goals, the Visegrad countries support the development
of energy infrastructure to increase interconnectivity with the help interconnectors on
the route of North-South corridor. New LNG terminals like the terminal in Swinoujs-
cie' can help diversification, but LNG still remains only a complementary source of
energy even in Poland. Although the North Stream Il gas pipeline is the elephant in
the room, V4 countries are still able to negotiate about the topic despite the differing
perceptions on the project. Poland rejects it, because NS Il pipeline can be seen as a
Russian tool to undermine European political unity and NS Il can make it possible to
use the “gas weapon” against Ukraine politically. In the case of the realization of this
project, Ukraine will not be the gas hub of Central Europe anymore. There is a clear
trend, if we look at the increasing dependency on Russian gas sources in the past 3
years. The Russian Federation supplied 38% gas of the EU Gas Market, while Norway
supplied 32% in 2014, but after the implementation of NS II, the share of Russian gas
in Europe can exceed 80% and Gazprom will control 60% of the German gas market.
After that, Gazprom could easily threaten Naftogaz with the refusal to conclude sup-
ply contacts again, like it did in 2009.

Polish V4 presidency strongly supported the creation of a European single gas
market.’* However, the most important question for the Visegrad region is not the
future of gas market anymore. Due to interconnectors, V4 countries can rely on gas
import from Germany, which is also Russian gas originally, but the pricing is more
flexible and favorable than previously, when it was oil-indexed and established on the
basis of long-term contracts for 20-25 years. In terms of nuclear energy, V4 promotes
technological neutrality, which means that they prefer the cheapest solution between
the similar alternatives of non-fossil fuel usage. While nuclear energy is by far more
cost-effective than huge solar and/or wind farms or dam projects, the principle of
technological neutrality would help V4 countries to be able to fulfill EU environmental
requirements for 2030 without loss of significant energy supply or money. There are
several plans for V4 cooperation in terms of R&D, especially in connection with Alle-
gro project'®, which is related to fourth-generation nuclear plants.’® Another import-
ant topic in this field is nuclear waste management and the support of the functions
of a European Nuclear Energy Forum.

The Hungarian V4 Presidency also supports the increase of interconnectivity and
the North-South corridor. Therefore Budapest organizes several diplomatic and busi-
ness conferences with experts from CEE region including Western Balkans and EaP
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countries and promotes the possibilities that originate in LNG usage. Budapest pur-
sues negotiation in order to prevent unintended cross-border electricity loop flows,
which caused problems several times e.g. in the case of Czech-German relations.
Hungarian V4 Presidency also supports diversification, that's why it facilitates ac-
tions against projects which can undermine the potential in LNG usage." This phras-
ing of the official presidency program suggests that Budapest was receptive of Polish
expectations towards LNG projects, but it is still a small portion in the energy-mix of
each countries.

The more and more connected energy networks that resulted in the positive
effect of changing long-term contracts and price adjustment effects can be seen
in most of the cases. Of course connectivity does not mean that the actual gas
would flow through the Yamal pipeline through Germany from Russia and back-
wards to the Czech Republic and/or Hungary, but it would be possible. Hungarian
gas import still comes from the Urengoy-Pomaray-Uzhgorod pipeline, but Mos-
cow cannot ask significantly more money for it than for the gas exported to Ger-
many, which could simply sale its surplus to V4 countries. A few years ago there
were more than two dozens of long-term contracts in effect with Russia, which
allowed them to calculate with stable, relatively high incomes and the prices did
not have to be adjusted to the actual market situation. This situation changed sig-
nificantly and now mid-term contracts are more characteristic. Gas prices used to
be oil-indexed, which meant maker advantage for the supplier. Still we can argue
that the future of natural gas market is dark. The European Commission adopt-
ed a plan to half the CO, emission within the European Union until 2050, which
would result in a significant decrease in terms of gas consumption. On the other
hand, while the domestic gas consumption is decreasing, gas production of EU
member-states has already stopped or will be stopped in a few decades (e.g. in
Norway or Scotland). Therefore experts expect a growth of gas import, even if the
consumption will be lower than earlier.

These aforementioned trends reveal that V4 Group still depends on the Russian
gas market, but Germany can be an important partner regarding enforcement of
CEE interest vis-a-vis Russia concerning gas pricing. On the other hand German En-
ergiewende needs the infrastructure project of North Stream Il and it effects Polish
foreign policy goals toward Ukraine negatively. For the Visegrad Group as a whole,
it is important to support interconnectivity and the single gas market, which helps
them in terms of negotiating with Moscow and other suppliers. The LNG terminals
in Krk and Swinoujécie can be effective tools of diversification on the route of the
North-South corridor, but of course the aim is not to connect two far-located import
terminals, but to increase connectivity, which helps us to have better position during
the negotiations with the suppliers.
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3.2. Digital Visegrad

Another tangible and clear interest of V4 countries is not to let behind their industrial
capacities during the recent digital revolution and transform their most important
sector to fit into the recent innovations of Industry 4.0. The Slovak Presidency'® start-
ed Digital Visegrad project in 2015 in order to implement the EU Digital Single Market
Strategy in V4 region. The incorporation of modern technological innovations are es-
sential to increase competitiveness.

The Polish V4 Presidency program supported development in the field of cyber-se-
curity, thus a Computer Security Incident Response Team (CSIRT)' and a Central Eu-
ropean Cyber Security Platform (CECSP)%° has been established in order to deepen the
cyber-cooperation among the four countries. Regarding cyber security, the idea of a
new police cyber unit and a centre of excellence came up to help to combat cyber-
crime. Digitalization of industry belonged to this policy field, where states facilitated to
develope new technologies, which can increase interoperability, smart management
and protection of property rights. An additional priority of deregulation appeared on
the program in order to make e-transactions easier in the field of start-ups and SMEs.

Hungarian V4 Presidency also identified Digital Visegrad projects as one of the
most important ones in its presidency program, thus realized that countries which
cannot follow the trend of robotization, will lose their competitiveness soon. If Euro-
pean companies would like to keep their profitability, they have to be able to exploit
economies of scale and it is not possible without implementing the innovations of
Industry 4.0. V4 Group seeks to promote the Central European interests in terms of
EU Digital Single Market strategy and the four countries are able to do that much
better together. They need such cooperation, because the car industry revolution will
significantly transform the industry sector in these countries and we still cannot see
the results of the trend just started. V4 Group plans extended dialogue concerning
the Digitizing European Industry initiative in V4+ Austria and Germany framework,
which makes pretty much sense, if we look at the share of German car industry in
the region. R&D conference will deal with the know-how sharing in the field of sensor
development of self-driving cars, which is one the leading innovative technology re-
search projects in the region.

In order to be able to maintain competitiveness, V4 need education programs about
digital technology. First of all, the four countries need to define common notions and
goals regarding this topic, so they started a Digital Competency Framework. It is a
main priority to enhance student mobility in higher education and make is worthwhile
for them to travel within the V4 region and share experiences. Despite the relatively
big increase of the ICT sector, V4 countries still need more and more experts and
students interested in these jobs. V4 needs to start new programs and reduce brain
drain at the same time, so accelerator programs to create start-up companies are of
utmost importance.
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Another aspect of digitization is in connection with the state administration. V4
Smart Platform aims at a regional framework in the field of e-administration to pro-
vide the development of services. Concerning e-commerce, the Hungarian V4 Presi-
dency aims to help the cooperation of postal services.

Horizon 2020 reaches half-time evaluation at 2018 and it is essential to promote
Visegrad interests, when the plans for the new Horizon financial budget allocation
are to be decided. Therefore V4 Group establishes a Horizon 2020 V4 Task Force
to tackle the challenges coming from the applications and share from the financial
assets of these grants.

In order to vitalize innovation in the field of digital technologies, V4 seeks for coop-
eration with the US, South Korea and Japan. A number of expert-level meetings are
planned to be organized during the 2017-2018 period and a V4 Startup and Innovation
Days Fastlane conference takes place in each capital city. The aim of the conference
series is to talk about digital health, smart cities, smart vehicles and fintech applica-
tions, where numerous legal and political challenges are to be expected. Furthermore
the IVF supports regional strategic conferences, like the think. BDPST — Connect the
Future in Budapest.

3.3. Defense and Stability

The goal of Polish Presidency concerning defense policy is to achieve that the armies
of V4 countries have the capacities necessary to participate in international missions
in order to provide collective security within the framework of NATO. The DAV4 report?,
the European Defence Action Plan?, the V4 Training and Exercise Strategy and the V4
Defence Cooperation New Opening® project defined three main priorities: to increase
defense budget in order to be able to be effective partners in EU and NATO missions, to
implement capacity building projects and joint procurement and to enhance interopera-
bility with joint training programs and exercises. The more and more dangerous security
environment requires common actions to be able to tackle challenges coming from the
Eastern and Southern flank of the transatlantic alliance and to increase deterrence ca-
pacity. It has its utmost importance to implement Wales and Warsaw NATO Summit
decisions, to increase European defense capacities within the framework of CSDP and
European Global Strategy?*. It would be a useful and valuable contribution to preserve
EU V4 Battlegroup for future mission and to find ways to transform it into a permanent
modular force. V4 countries agree to restart joint procurement projects and the Polish
presidency program started a discussion on the future military cooperation in NATO
OSCE and UN missions. Last but not least, V4 defense cooperation aims at strengthening
resilience towards hybrid warfare and performing in the field of potential development of
Georgian, Moldavian and Ukrainian military forces. Strengthening police forces are just
as important for the V4, so joint development projects regarding law enforcement and
border control agencies are more than welcome by the heads of states. Development in
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this field is required because of challenges stemming from irregular migration, pandem-
ics and natural disasters. To achieve this goal, V4 countries facilitate good governance
conferences to be held during the presidency period and to harmonize their position in
this field before EU GAC and EAC meetings, which touch the issues of immigration and
asylum. Expert level meetings were organized concerning readmission agreements and
immigration policy. In the framework of law enforcement cooperation of V4 countries, the
main topics were the combat against organized crime, drug trafficking and cyber-crimes.
Counter-terrorism and fight against violent extremism as well as additional border con-
trol measures and disaster relief remained important in terms of political consultations.
Promoting the necessity of enhanced border protection stems from the aforementioned
basic V4 logic on irregular migration (security aspects are the priorities, safety comes
first), but the other fields of cooperation may require an explanation.

The Hungarian Presidency program highlighted that the main goal in terms of de-
fense policy is to preserve creditability of NATO, therefore to invest more into interop-
erability and capacity building projects. Since the 2008 economic crisis, there have
been repeated discussions on how to find synergies to achieve more by spending less.
Therefore, smart projects like the new initiative of EU-NATO cooperation can be under-
stood as a good tool in this regard. The presidency program highlights precise steps in
order to achieve this goal, such as the political consultations before the alliance-wide
negotiations and enhanced cooperation in order to transform and use wisely the V4
defense flagship projects, the EU V4 Battlegroup. On a practical level, it means that af-
ter the 2019 stand-by of the BG, it would remain operational as a NATO modular force.
This transformation would result in a smaller component, whose modules would cov-
er niche capabilities. It would be able to deliver in certain missions along other NATO
and EU partners in remote places. Of course it would not mean necessarily that the
political will would exist to use this force in the battlefield, but at least such chances
would remain realistic. It is a good sign that the ambition level is to be fine-tuned on the
basis of past experiences and a smaller, but permanent battlegroup could deliver tan-
gible results and show the usefulness of V4 defense cooperation. Hungary also plans
to deliver in terms of NATO EFP and send at least one battalion of Hungarian troops
under Polish command, which is the framework nation responsible for command and
control tasks on the Eastern Flank. Concerning joint procurement the ambition level
is still low; even if the countries promised further negotiation and consultations, it is
highly unlikely to witness significant achievements in the near future. V4 countries con-
tinued to work together in terms of common exercises and training programs, such as
the implementation of Mid-Term Training and Exercise Plan (hereinafter: MTEP), which
was announced during the 2015 Slovakian V4 Presidency.?® Cyber-security, which was
mentioned in the Polish presidency program accordingly, also appeared on the radar of
defense issues of the Hungarian presidency program. Budapest wants to organize two
particular conferences (in Brussels and Washington DC) in order to share know-how
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and facilitate negotiations on how to tackle challenges stemming from cyber-crimes.
V4 Group still strives to share biometric data and develop the PNR system in order to
prevent potential non-conventional attacks in Europe. While V4 initiatives reflect on ex-
isting trends of European projects in terms of data sharing, it seems that V4 supports
quicker and more effective measures and worries less about data protection concerns.
In the field of counter-terrorism V4 countries like to convince their EU partners to put ad-
ditional pressure on regulatory bodies in order to convince companies to cooperate with
law enforcement agencies in order to prevent further terror attacks. Although the goal is
just, there are significant ethical problems regarding potential data collection methods,
S0 some countries are reluctant to take additional measures.

4. CONCLUSION

Regional cooperation of the four Visegrad countries has been continuous for the past 25
years. Ambition level is sometimes higher, sometimes lower, but now we can feel a strong
political commitment for a deeper cooperation in several fields. One of such issues is
irregular migration, where the V4 articulated its own political agenda, which clearly differs
from the official European viewpoint. The core element of their proposal is that security
comes first, and any future discussion on European migration policy is possible only after
Europe has regained control over its borders. V4 countries also argued that no solidarity
can be seen among EU member-states according to what measures should be taken to
reform the Common European Asylum System. This messages did not make this regional
cooperation format popular among other EU member-states. Some countries urged to
highlight that V4 is only capable of rejecting proposals, but not able to act in a construc-
tive way. In spite of this narrative, Polish and Hungarian presidency programs showed a
large number of policy areas where inter-ministerial negotiations proved to result in real
and imminent consequences. A relatively large amount of topics have been addressed
on the macro level of European politics (how to see the future of the EU, the Brexit, Euro-
pean migration policy or the EU Digital Single Market) as well as the day-to-day business
of sectorial cooperation (agriculture, industry, services). Of course there is an embedded
fear that widening the V4 agenda would have a blowback effect on deepening. However,
it is important to remember, V4 does not strive to create an alternative form of integra-
tion alongside the European Union, only seeks for opportunities of political consultation
in order to amplify its lobby power. Some topics are needed to be discussed regularly
indeed, while other topics are not necessarily future-proof. Energy security, digitization and
defense policy are certain fields where negotiations existed since the very beginning of
Visegrad cooperation, and are still important, while the countries have similar interests to
increase interconnectivity, to transform into innovation-based economies and to be able
to spend enough on their militaries even during times of austerity.
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VISEGRAD BRANDS
ON THE GLOBAL MARKETS

ISTVAN KOLLAI

ABSTRACT

My research intends to tackle the phenomenon of global consumerism from the point
of view of product branding — how national, regional or global branding strategies have
evolved under the “pressure” of globalisation — with a strong focus on the Visegrad
countries. As a conclusion, the paper draws attention to the low level of Visegrad brands
within the global hierarchy of brands, and its relation to the somewhat lower prestige
of Central and Eastern Europe within the “imaginative hierarchy of regions”! Based
on this conclusion, strong and common national geo-branding and language-branding
strategies are proposed by the article, which can give impetus to the market-oriented
product brandings within the business sphere. The theoretical contribution of the es-
say is to highlight the dependency of product branding on the “economics of language”
and “economics of culture”.

Globalization does not mean just the trans-nationalization of the market economy’s
infrastructure and institutions, but it implies the forming of global consumer behav-
iors — that's why we can speak about the era of global consumerism.? A great vari-
ety of contesting theories attempt to address the phenomenon of global consum-
erism; some of them point out the danger of product homogenization® or elucidate
the clash of cultures due to the extremely intensive level of cultural penetration.*
Others see the phenomenon of global consumerism as a virtual platform where
globalised products compete local ones, resulting in the hybridization of consum-
ers’ behavior (see the theory of “glocalization”).®

One of the most interesting economic fields where the forming of the global con-
sumerism — i.e. the global interference of market behaviors and institutions — can
be scrutinized from a practical point of view is product branding. The essay’s main
intention is to investigate the position of Central and Eastern Europe in the global
contest of product brands. What is the value of a product name coming from this
post-Communist region labeled as “transition”, “emerging” or “semi-peripheral”, where
the FDI-inflow has constituted the most important source of growth in the past de-
cades, but where just a few companies have been able to go global and become a
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real MNC? For finding an answer, we intend to pick some Czech and Slovak market
examples.

Product brand ranking has now become a stand-alone industry that tries to mea-
sure the value of product-brands based on different market indicators and then pri-
oritize them. Such rankings show that Central Europe has remarkably lagged behind
in the field of brand building, which in itself cannot be attributed to the current poten-
tial of local economies and economic policies: the accumulation of brand value is
in most cases a slow, progressive process, as long as consumers develop a stable
perception about a product.

But nevertheless, the CEE region lags behind, for example in comparison with
Scandinavian or Southern Europe: Scandinavia has strong brand names, but the big
economies of southern Europe have also built stronger brands than Central Europe.
Indeed, the prosperity of the Asian region’s brands is spectacular, and from this per-
spective, Central Europe is rather a stagnating region: ,Asia is on the march, with
China leading the way, while Euro-Atlantic nation brands are stagnating. CEE is still
lagging behind western nations, with only Poland ranking in the top 25"

On the next pages, we look through the branding strategy of some Czech and Slovak
products. First, we scrutinize the carrier ways of some traditional Czech brands, which
have gained international reputation over the many past decades, and whose market
presence is supported by the day-to-day activities of the Czech foreign trade bodies,
primarily by the Czech Ministry of Foreign Affairs. After that, we investigate the inter-
connection between the Slovak product branding and geo-branding strategies.

,The Rolls Royce of glass products”

The glass industry has a very profound tradition in the Czech Republic due to the avail-
ability of raw materials available in the Jizerské and LuZické Mountains or in the Dub
region: strong glass production capacities have evolved there from the Middle Ages. The
best-known Czech bottles come from Jablonec nad Nisou and Novy Bor. Thanks to the
stability of the Czech industry, this comparative advantage was successful in the 20"
and 21° century conditions and transformed the accumulated knowledge capital into a
competitive advantage.

The glass products of the Czech Republic are present all over the world, but a dis-
tinction should be made between glass products: “flat glass” production in the Czech
Republic essentially serves the car industry, while “utility glass” includes household
glass, decorative glasses (e.g. glass figurines, Christmas ornaments, and chande-
liers) as well as lead crystals. The typical Czech decoration is the so-called “lace
decoration”, which is a special feature of the Czech glass art tradition; this kind of
decorative work requires handwork and it is difficult to copy or replicate. In the era of
automation, this is seen as the unique value of the Czech lead crystal, as stressed by
the Czech Ministry of Foreign Affairs.”

Visegrad Brands on the Global Markets 109



Czech glass industry is the fourth largest in Europe after German, French and Polish
production centers.® But this is the country that the crisis of 2008-2009 hit the hardest:
some renowned strongholds of the national glass industry have fallen, such as Bohe-
mia Crystalex Trading, Porcela Plus Group and Jablonex.® Of the more than 34,000
people employed in 2008, fewer than 19,000 remain in this business in 2010. Exports
data have been gradually increasing since 2011, but the Czech glass industry suffered
a huge downturn in 2008-2010.7 Czech glass production is, however, completely ex-
port-dependent, so it is extremely sensitive to external economic effects. The largest
producer of flat glass is the Japanese-owned AGC Flat Glass Czech, which serves the
automotive industry, as part of a closed production chain. For this reason, due to the
closed production chain, it is difficult to influence market success with external effects
such as foreign ministry-led promotional activity. Accordingly, the Czech foreign trade
representatives focus almost exclusively on utility glass products, and household por-
celains, ceramics. Among them, the promotion of the Moser factory products is prom-
inent. For over 140 years, the Moser factory has been producing luxurious and deco-
rative glass products, in classic and modern design as well."" A secret manufacturing
formula makes this glass like lead crystal, but without the use of lead. Information ma-
terials of the Czech economic diplomacy refer to Moser glass as “the Rolls Royce of
glass” as ‘it is what world leaders give and receive as gifts”.

It should also be said that at a macro-level, the success of foreign economic work
can be disputable. The aim of lowering the EU market share in utility glass products
has not been achieved at all; rather on the contrary, the EU market share continues
to grow steadily. A similar process took place in the case of porcelain products: the
extremely large export market concentration in Europe has now grown to over 90%.
This does not show the success of the strong non-EU promotional activity.'?

However, the branding of unique glass products and Czech “glass startups” seems
to be successful in the international press with an easily readable narrative: it com-
bines 19" century handicrafts with 215t century technology.’® Overall, it can be said
that one of the most intensively represented product groups within the portfolio of
the Czech economic diplomacy is glass and crystal products, and that has a realistic
explanation. The producers here are relatively small, therefore it is quite difficult for
them to solve the foreign trade promotion Here are some relatively small producers
who are more difficult to solve the foreign trade promotion; the coordinated foreign
representation is therefore particularly useful here, and the customer’s perception
can be built most effectively from outside. Actually, Czech foreign economic diploma-
cy has proved to be capable to help the marketing and branding of these handmade
productions of unique quality.

The way how this kind of economic diplomacy works in practice will be scruti-
nized later. But it should be mentioned here that the industrial associations of glass
production are involved in economic diplomacy: an important partner for the export
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of glass products in the Czech Republic is the Association of Glass and Ceramic
Industry, founded in 1990, which is also active in foreign market entry and is part of
the Glass Alliance Europe; it currently has 43 member companies.' According to the
Annual Report, the “Association carried out a systematic dialogue with the Ministry of
Industry and Trade and the Ministry of Environment on general support of the glass
and ceramic industry, especially in the area of competitiveness support.”

Czechia helps Skoda — or Skoda helps Czechia?

Continuing 100 Years of Designing the Future — it was the title of the Skoda Day held
in Beijing in 2014." The slogan refers to the proud history of Skoda: the factory was
founded before the turn of the 20" century by Laurin and Klement as a family busi-
ness. With its long history, Skoda is one of the four car factories in the world which
have been functioning for more than 100 years. First, the two young men made bi-
cycles in Mlada Boleslav, and then started to manufacture engines. In 1905 L & K Sd
Limousine was created. This was the beginning of a productive car factory, but the
real success story started after the plant was merged with Skoda Plzen in 1925. The
Second World War and subsequent nationalization hampered the boasting business;
but the carmaker proved to remain successful in the global automotive market after
the regime change, too. In 1991, Skoda Auto became the fourth brand of the VW
Group. It currently employs about 20,000 people and produces about half a million
cars per year for both domestic and foreign markets.'

For Skoda, it is interesting to note that not only the brand is globally known, but
the company itself is a true multinational one, with a global product strategy. Skoda
did not lose its local knowledge and production capacity in the Czech Republic during
privatization, but now the whole production chain has a global dimension. As a result,
the product branding is embedded into a robust corporate governance system, which
has surely been overshadowed by Czech foreign trade diplomacy. Looking at the doc-
uments of the Czech Ministry of Foreign Affairs, it seems that diplomatic bodies are
often in a “follow-up mode” when it comes to Skoda's global branding: for example the
Czech ambassador was rather an invitee and not an organizer on the Skoda Karoq's
world premier near Stockholm."” Indeed, this new car brand was introduced to the glob-
al market in Sweden, as the company’s PR strategy says the car has a lot of common
features with the Scandinavian country. The car's brand was therefore more connected
with Scandinavia than with Central Europe — it is not hard to recognize that it is not in
tune with the pure interest of the Czech economic diplomacy, and it is unfortunately a
telling example about some weaknesses of the CEE-region in the field of imaginative
geography.

However, Skoda products constitute an extremely important part of the portfolio of
the Czech economic diplomacy. Each Skoda sold somewhere in the world strength-
ens the Czech economy, since Skoda's production and service centers are located
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there. In fact, there are no foreign protocol events without a car being rented for the
general public from local Skoda dealers; and the Skoda DigilLab in Prague also often
houses high-level protocol events and even prime minister meetings.'®

Coordinated branding practices™

Apparently, the Czech economy has several products with a good original brand
identity; promoting the country’s products is thus something which is “easy to do”
for the Czech economic diplomacy. Looking at the level of practical solutions, coor-
dinated branding practices can be revealed that combine product and country pre-
sentation and that involve several public and market institutions from the receiving
and sending country as well. This way, “product branding” and “geo-branding” help
each other.

For instance, such coordinated opportunities for brand building include the op-
eration of Czech restaurants in the world. In 2015, for example, the Krajanek Czech
restaurant opened in Shanghai with Mattoni and Becherovka in the assortment; it
is a place where the Czech Consulate General in Shanghai regularly organizes pro-
grams.?® This obviously means more traffic and media attention to the restaurant,
and the consulate can use an extremely authentic location to present the Czech
Republic to the public. Another interesting example of the coordinated brand build-
ing is when local diplomatic missions organize actions jointly with airlines. This has
also been experienced in China in recent years, where direct flights from Beijing and
Sichuan Chengdu had been launched to Prague.?’ (This process seems to continue:
In September 2017, the Czech and Chinese authorities signed a general develop-
ment memorandum on further cooperation.) For example, Sichuan Airlines and the
Czech foreign economic bodies organize the promotion of Sichuan Airlines, along
with the promotion of Skoda and Czech beverage products.? This also includes the
geo-branding of Czechia and product branding of the country’s business actors at
once. Another way of coordinating brand building is embedding the product brand-
ing of creative industries into cultural programs. This is a fairly common form of
promotion within the Czech economic diplomacy, a task which is delegated to the
Czech Centers; this way, Czech Centers are also responsible for a special segment
of foreign trade. Thus, for example, the “Czech glass in Chengdu — a Czech Culture
Weekend” program took place, where Czech glassware and other supplemented
products were introduced. The intentional geo-branding of the country has an ex-
tremely clear added value in the case of organized business trips, when diplomacy
invites businesspeople to Czechia in order to get familiar with the country, and help
them to negotiate with partners. This was the case, for example, at the invitation
of the leaders of the HEB supermarket chain in Texas in the Czech Republic.?® HEB
then decided to market Czech food products, which obviously could have a very
direct impact on the Czech foreign trade.
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Retro-branding in Slovakia

After the Czech Republic, a country with a very strong industrial tradition, | will turn
to Slovakia, which in some ways is the opposite of the Czech Republic: there are no
products with serious market traditions. For example, most of the world’s econo-
mists have come to think about car manufacturing from Slovakia, knowing how well
a number of automotive plants have settled in recent decades.?* But within Slovakia,
perhaps because of this multinational nature, cars were less typical as Slovak prod-
ucts: the VW, Peugeot and KIA brands became a symbol of local prosperity and GDP
growth, but they did not become “our car”.

Slovakia had fewer pre-war products and industries that could become a glob-
al brand after the fall of Communism. Thus, some of the COMECON-products be-
came the flagships of Slovak “cultural brands”, transforming the legacy of socialism
into capitalism. This process — recalling the retro-products of earlier ages in a new
robe — is called retro-branding or nostalgia branding, which has also been observed
in Western economies over the last decades. (Retro- or nostalgia-branding is when
companies are looking for old designs or old recipes.) The retro products build on a
very specific customer attitude: they are trying to embody stability, predictability and
security in a rapidly changing world.?

Such a product of the socialist age is, for example, the wafer “Horalky” in Slovakia.
Its production started in 1965 in Sered, in Southern Slovakia. Horalky soon became
extremely popular in Czechoslovakia, and its popularity and positive brand heritage
eventually helped the wafer to survive the regime change. During the collapse of the
eastern markets, it had to compete not only with Western competitors, but also had
to encounter the division of Czechoslovakia: together with the country, the factory
was also split into two parts: into the Opava-located factory in the Czech Republic
and into the factory of Sered, Slovakia. In the fight for the brand, the two now indepen-
dent and combative plants went to court. Eventually, both factories can officially use
the Horalky brand today, and both Horalky products are successful in their domestic
markets.?

The success of Kofola, a competitor of Coca-Cola and Pepsi in Slovakia, has become
more emblematic than Horalky. Kofola was born in the Czechoslovak Galena factory in
the 1960s when they experimented with how to use caffeine produced during roast cof-
fee production. The result was the sweet-sour Kofo syrup, which eventually became the
basis of Kofola. In the following years and decades, Kofola became incredibly popular,
mainly because it became a substitute for Western colas, whose popularity was well-
known in the eastern side of the Iron Curtain as well, but not available in Czechoslova-
kia. From the fall of Communism, however, Kofola had to compete with world brands.
Due to the missing trademark and the available recipe, “kofola” became an umbrella/
comprehensive name for a series of cola-originated soft drinks and cola-imitations. So
there were many competing drinks in the caffeine market, but despite the attempts,
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none became dominant. Finally, the Greek-owned Santa Napoje Krnov company was
the winner of the court litigation for the brand name and was thus the only manufactur-
er of Kofola in both Czechoslovak successor states.?’

Kofola then continued its success story after the difficult recovery, where it stopped
before 1989: it became the main rival of Coca-Cola and Pepsi on the market. In 2003,
the quantity of Kofola sold was over 14 million liters, and almost a year after nearly 20
million liters. Since then it exceeded the Coca-Cola’'s market share, it has become the
largest brand of the non-alcoholic beverage market in Slovakia. Despite the Czech-
Greek ownership background, it can be regarded as a Slovak product as well, since
from 2002, Rajecka Lesna also operates a factory that supplies the Slovak market
with Kofola. Other products of the company (including RC Cola known in Hungary, but
not very popular) are also exported to the Central European region. The expansion of
Kofola is successful in Russia and Poland; in the latter, Kofola has its own factory. But
it does not cope with the popularity of Kofola in Slovakia, in the country where even
draft Kofola can be found in almost every brasserie and restaurant.?®

“A friendlier companion of Hungarian lips” — branding and the economics of language
The logical question has arisen that if Horalky and Kofola are the leaders of their own
market in Slovakia, then these products should find their customers outside of the
country of their origin as well. Slovak products do not, however, easily break the way
for foreign buyers. An interesting phenomenon was Kofola's attempt to enter Hunga-
ry: the Czech-Slovak drink appeared in discount stores in 2007, with a very unfortu-
nate advertising slogan ("Ez nem kofa, ez kofola” - It's not a hawker, it's a Kofola). The
end of this attempt was similar to that of the Hungarian Turé Rudi in Slovakia: after a
few years they had abandoned the serious marketing plans.?® For Kofola, it is true that
not only the brand needs to be run, but also the unusual taste has to be introduced,
which is extremely time-consuming and capital-intensive. Therefore, although the do-
mestic branding of Kofola was surprisingly successful, it has so far not been able to
move to foreign markets.

The Slovakian Horalky has been trying to target foreign markets as well: it appeared
in Poland and Hungary two years ago. In Horalky's strategy there is a very interesting
phenomenon: after a while the management considered to re-name Horalky on outer
markets. In Poland, the brand was “polished” from Horalky to Géralki — it became the new
name of the chocolate wafer; In Hungary, the old name changed to English “Moments”.

Can a Slovak product succeed in Hungary better if it has an English name? Accord-
ing to the distributors of Horalky, more precisely of Moments, it can. The reason for
the change, according to the announcements issued by the company, is that the new
English name is “a friendlier companion of Hungarian lips”. Accordingly, the Slovak
word “horalky” — which would be the Slovak name of a mountainous flower — would
be unfriendly, or perhaps strange. The wafer has its own Facebook page, where the
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feedback did not confirm that this amendment of the brand was so crucial and inev-
itable. In fact, the question “Do you like the new name?” received few positive com-
ments: “You have to get used to it" “l do not like it! That's not what | really like.” “I'll
take it in Kosice from now, it is still Horalky there.” “It was a pity to shift towards the
Anglo-Saxon naming, as though a non-English brand name would not be cool, under-
standable or popular. Dislike!” “I think the name Horalky was more specific, it showed
well that it's a Slovak chocolate :)”

Facebook comments cannot be considered a representative survey, but they still high-
light that there is a consumer subculture which does not necessarily regard an English
brand as a superior one. Nevertheless, the decision was certainly preceded by market
research and internal surveys, so it is presumably a grounded strategy. And the inferior
lingual self-perception is not only a Slovak phenomenon, but it is present in Central Eu-
rope as a whole. If we go shopping around as a single consumer, we also see that Central
European products avoid the use of Hungarian, Slavic, or Romanian. It derives from the
“imaginative geography” of Central Europe: the international prestige of these languages
and countries is lagging behind Western societies. Hungarian buyers think Slavic lan-
guages strange, and vice versa. Indeed, it is more difficult to understand and record the
language of a person from neighboring countries than English, Spanish, French, Italian
words. This mutual lingual mis-perception weakens a lot in the internal economic cohe-
sion of the Central European region; and as a result, product branding shows a strong
Anglo-Saxon and Western European dominance. Accordingly, the most secure way to
market a product is when companies choose English names, but the Spanish, French
and Italian connotations seem also appealing. Thus, for example, the Alain Delon top
clothing brand in Slovakian malls actually keeps secret their being a Slovakian product,
and according to its slogan, it could be thought of as a French company: “French charm
to modern men.”® But the same thing is true of the popular Hungarian cottage cheese
dessert “Pottyos Turd Rudi”, which decided it was better to conquer the world without the
accents, and chose a new name, Dots. However, it is not only accent, apostrophe and
other specific symbols that make it difficult to use only Central European languages. They
are not harder to pronounce than the “Céte d'Or” chocolate name, for example. The high
prestige of the French language permits this question not to be answered for their own
customers. Such a high international prestige of Central European languages does not
exist, so the controversial situation is that we are trying to sell Polish, Slovakian and Hun-
garian products of international quality today as not Polish, Slovak and Hungarian ones.

Geo-branding in Slovakia

Slovakia, as we see it, does not have traditionally strong international brands. This is
also apparent from the Ministry of Foreign Affairs’ strategic representation material,
which does not list any traditionally branded product when searches for the answer
to the question “what does Slovakia give to the world?’; instead, three startups are
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mentioned here.®' This does not seem like a mere marketing trick: in Slovakia, there
is indeed a huge potential in emerging companies. A recent research has examined
the locations of the fastest growing 5000 European companies: according to this,
most emerging companies are based in London, Stockholm, and then in Bratislava.
It is also extremely telling that the NUTS-2 region, which includes Bratislava and its
surroundings, is steadily ranked among the ten richest regions of the European Union
if we look at GDP per capita.

Slovak startups are not world-known, they have not yet entered a global career,
except for a few cases. The most interesting is the story of ESET, producer of antivi-
rus software: it is a company of considerable size already from a national economic
point of view. Named after the goddess of ancient Egypt, Eset, it was established in
Bratislava in 1987, where it has its headquarters even today, but branches operate in
South and North America and Asia, or Prague and Krakow as well. There are no offi-
cial branches in Hungary but the company is represented in more than 180 countries.
The breakthrough for the company was the invention of the NOD antivirus software,
which is used by Windows programs. Since then, the name of this Slovak product has
been displayed worldwide on our screens. The antivirus has brought the reputation
within Slovakia as well: from 2008 onwards, ESET has become the company of the
year (Trend Top Firma roka) for three years, and the company’s growth has more than
doubled between 2011 and 2014. Like many startup executives, ex-CEO Miroslav Trn-
ka (heading the company until 2011) has a social role as well, with his associates
launching the “Stop the Corruption” movement. Similarly, the new daily newspaper
called “N” was also started primarily thanks to the generous support of Mr. Trnka.

The development of the market position of dozens of emerging products is some-
what related to the long-term challenge of how to brand Slovakia and Bratislava in
the era of global consumerism. The fact that the country is little known and the pos-
sible negative connotations attached to it may hinder market expansion. Therefore,
the Ministry of Foreign Affairs does not really focus on marketing and promoting
some particular products, but has launched a large-scale project for country market-
ing. This program, which can be considered a personal initiative of Slovakian Foreign
Minister Miroslav Laj¢ak, tried to make the slogan “Good Idea” as the main brand of
Slovakia, with related content about the country’s innovation potential and its “green
fleld” character. Within the framework of the program, surveys were conducted on
the visibility and “personality traits” of Slovakia; after that, “Good Idea” promotional
surfaces and logos were conceptualized.®?

The success of these governmental intentions can be supported unintentionally by
the international news coverage of Slovakia, which regularly highlights the capacities of
the Slovak economy. For example, the Financial Times has recently published a paper
that addresses those who believe that the real innovation has been lost in the world
economy. For such technopessimists, the paper suggests that those who “feel the tech
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industry lacks the ambition to tackle real problems in the world, should visit Bratisla-
va".* This is the bold opening of the author of the article, Anton Spisak, who calls the
"Danube Valley” a potential challenger to the Silicon Valley. The essence of this writing
is the launching of the Slovakian product called Aeromobil, which aims to develop and
market flying cars and thus become the Central European challenger of Google's simi-
lar ambitions. Financial Times is ultimately trying to find out what Bratislava's chances
are in the global technology competition. Interestingly, the paper highlights the small-
state nature of the region as a competitive advantage: Central European companies
cannot survive on their own national market, so they have to enter the market with
an international strategy from the start. The article is also pleased with the relative-
ly well-trained IT workforce. But the newspaper does not address another exciting
issue: the capital and workforce-attracting power of cities such as Bratislava. Well-
trained foreign laborers, the “expatriates” who move the startup-world, have the pow-
er to decide where to live. In recent years, an increasing number of surveys show that
the workforce responsible for research and development is not only mobile but also
selective: it prefers to move to places with higher living standards, , where the eco-
system of expats can flourish; and Bratislava is not well represented in this respect,
compared to Vienna for instance. Geo-branding, therefore, can be useful in helping to
market the products, but the expected results for attracting human resources to the
country are quite limited.

In summary, we can conclude that the current Slovak branding strategy is very
different from the Czech foreign trade activity: the former focuses on specific prod-
ucts, and rather aims to make the country itself, and especially Bratislava, a center
of technology hubs. This job will have to face two serious challenges in the future.
One is the serious competitiveness of the rest of the CEE: it is enough to think, for ex-
ample, of Estonia’s extraordinary success. In today's world of the mobile capital and
mobile people, where better-quality classrooms, transport, wifi and restaurants can
be a competitive advantage, Bratislava, Budapest and Krakow are actually competing
with each other.

Another challenge is how extraordinarily the strategy is focused on the capital city.
The differences within the country are so great that some aspects of the development
plans have come down from the eastern areas, and their attractiveness for the capital
investments is considered such minimal which is not worth dealing with. The Tatra
Tiger seems to become just a Tiger of Small Carpathians laying around the Bratislava
region, as most of the automakers are not far from 50-100 km from the western border
of Slovakia. In fact, not Slovakia, but only Bratislava that appears on the map of global
economy, thanks to its emerging companies and products; the brand in the making is
not the “Made in Slovakia”, but the “Made in Bratislava”. This will further increase the
differences within the country and will impose further tasks on the political elite, facing
widening socio-economic inequalities.
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Are there general conclusions?

My primary intention was to create a research framework which provides answers to
the practical question of how to position the products of the CEE region in the era of
global consumerism, targeting the global market. The case studies above elucidate the
complexity of the issue, which makes it difficult to draw too general conclusions: the po-
sition of Slovak and Czech products proved to be rather different, despite the fact of the
almost century-long economic coexistence. Nevertheless, some underlying principles
seem to be possible to be put down.

First, it is apparent that from the perspective of the dependence theories and po-
litical economics, geo-branding is an inevitable supplementary of product branding if
it comes to semi-peripheral regions. Core regions, consisting of the most developed
and prestigious economies, do not need active geo-branding, thanks to their good
traditional nation brands. LDCs do not need geo-branding strategies either, due to the
fact that hardly any of their products can be competitive on a global scale. But the
products of semi-peripheral countries, lying somewhere in-between the dominant and
fragile economies, have already the potential of going global, their quality can achieve
or exceed the international standards, but the global market position can be ham-
pered by the invisibility of the homeland-economy, and by a weak or negative “brand
heritage”. It is just one challenge to succeed in producing high-quality products in a
particular economy; but it's another one to convince the global consumers about this
success. So the challenge of geo-branding is a typical semi-peripheral one.

A second, quite general but practical conclusion is that it is practically impossible to
measure the effectiveness of the economic diplomacy in the GDP-growth: the day-to-
day results of the economic missions are overshadowed by the changing productivity
of the often closed production chains of the MNCs and the complexity of FDI-decisions.
However, it does not mean that economic diplomacy is redundant or inherently ineffec-
tive; it means just that GDP-growth cannot be regarded as its main effectiveness factor.
Instead of GDP, the right focal point of the economic diplomacy could be the number
of the working places; due to the fact that economic diplomacy could be extremely
successful in positioning the workforce-demanding, handmade or innovative, creative
fast-growing products. The support of fast-growing SMEs can result in lasting work-
places in the sending countries — it could be a measurable final outcome of diplomatic
activities of the CEE region.
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EFFECTS OF THE NEW UKRAINIAN
EDUCATION LAW FOR THE VISEGRAD
COOPERATION

NORBERT FEJES - GABOR MIKLOS

PREAMBLE (ABSTRACT)

Since its independence, Ukraine has been looking for its position between the East and
the West, or — more precisely — between the Russian Federation and the EU or the US.
This positioning process has become more and more tense in the last 15 years, and
besides the economic difficulties resulted, for instance, in two revolutions, several snap
elections and government changes, the illegal annexation of the Crimea and a military
conflict in Eastern Ukraine. The current Ukrainian leadership aimed for the country’s
European integration after the Euromaidan. However, in spite of the measures taken
in this sense — e.g. the Ukraine—EU Association Agreement, the visa-free regime for
Ukrainians, or certain launched reforms — the Ukrainian government also made some
non-European decisions, such as the controversial newly adopted Education Law's
language article, which completely violates the international minority rights. Namely,
Article 7 states that the students belonging to the numerous national minorities living
in the country cannot learn in their native language in the higher levels of education.
Besides the largest Russian minority in Ukraine, there are other minorities having
mother countries from the EU — as Romania, Hungary, Poland, Bulgaria or Slovakia. In
this study we would like to analyze the new Law from the point of view of the Visegrad
Group (especially its Hungarian and Polish members). As we shall see, the V4 coun-
tries have different interests (e.g. economic, cultural or security) in their relations with
Ukraine: they all have economic interests, but three of them (Hungary, Poland, Slovakia)
have common borders with Ukraine, and they feel — to a different extent — a sense of
responsibility for their minorities living in the neighboring country. Consequently, due to
the different positions of the V4 countries regarding Ukraine, in our opinion (and as a
hypothesis) these countries — contrary to the migration crisis management — will not be
able to make a common action towards Brussels against the Ukrainian Education Law.
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1. HUNGARIAN AND POLISH NATIONAL MINORITIES IN UKRAINE

Numerous minorities live on the Ukrainian territory according to the last census
(which was held 16 years ago, in 2001) and they are almost 25% of the total popula-
tion. Besides the largest Russian minority (17,3% of the population), there are other
nationalities with more than 100 000 inhabitants in Ukraine, whose mother countries
are members of the richest union in the European region, namely the European Union:
Hungarians, Poles and Romanians. The division of the population by mother tongue
is a bit different: the mother tongue of more than half of the population was Russian
in 2007 (Russian speaking people with Russian and Ukrainian nationalities), while
only 40% of the population’s mother tongue was Ukrainian (Baranyi, 2009).

1.1: The Hungarian minority in Transcarpathia
Because of the fact that the Ukrainian census is so outdated, it is almost impossible
to precisely determine the population’s ethnic composition in Transcarpathia and the
number of Hungarian inhabitants. Although according to the State Statistics Service
of Ukraine the permanent population of Ukraine has decreased by more than 6 mil-
lion people between 2001 and 2017" (State Statistical Service of Ukraine, 2017a),
the number of permanent inhabitants of Transcarpathia remained almost unchanged
since the last census. Namely, according to the data of the Transcarpathian Statis-
tical Office there were around 1 254 000 inhabitants at the time of the last census,
while there are almost 1 256 000 people today (Transcarpathian Statistical Office,
2017). However, the census in 2007 proved that multiethnicity is one of the major
characteristics of the population of Transcarpathia, because more than 100 different
nationalities were registered on a regional level, of which the Hungarian minority was
12,1% (151 516 people). Regarding the territorial location of the Hungarian minority in
Transcarpathia, more than 90% of the Hungarian people live in four districts (includ-
ing the cities of Uzhhorod/Ungvar, Berehove/Beregszasz and Mukachevo/Munkacs)
near the Ukrainian-Hungarian border: Berehove/Beregszdsz, Uzhhorod/Ungvar,
Vynohradiv/Nagysz6l6s and Mukachevo/Munkdcs Raions (Molnar-Molnar D., 2005).
At the beginning of the 2016/2017 school year there were around 3,8 million
students in the 16 365 Ukrainian schools (not including the data of the Autonomous
Republic of Crimea and the city of Sevastopol), of which nearly 3,4 million studied in
the official language of the state. As we can conclude from the ethnic composition
of the population, around 365 000 students studied in the Russian language,
approximately 16 000-16 000 students in Hungarian and Romanian, 2700 students in
Moldavian and 1800 students in Polish (Cnogo i [lino, 2017). The students studying
in Hungarian are enrolled in schools in which the language of instruction is exclusively
Hungarian (71 educational institutions) or school with dual language programs
(28) in Transcarpathia, of which there are 46 secondary schools, high schools or
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gymnasiums (KMPSZ, 2017a). Before the primary and secondary education in the
Hungarian language, naturally the parents can enroll their children in kindergartens
(87) in which the language of instruction is Hungarian (KMPSZ, 2017b). The most
significant higher education institutions in Transcarpathia that teach in the Hungarian
language are the Ferenc Rakadczi Il. Transcarpathian Hungarian Institute (with 1224
students enrolled in the 2017/18 school year) and the Uzhhorod National University
Ukrainian Hungarian Educational Institute (Karpatalja.ma, 2017a).

Currently the Hungarian minority of Transcarpathia possesses representation on
all levels — national, county, district and local government — of the Ukrainian public
administration. Although, before the early parliamentary elections in 2014 — in spite
of the petition of the Transcarpathian Hungarian Cultural Association (THCA) — the
Central Election Commission once again failed to take into account the ethnic as-
pects in the determination of individual constituencies (the same happened during
the elections in 2012), and thereby a constituency with the Hungarian majority and
with the center of Berehove/Beregszasz could not have been created in Transcar-
pathia, Laszlé Brenzovics, the president of the THCA obtained a representation for
the Hungarian minority in the Verkhovna Rada of Ukraine due to the fact that he re-
ceived the 62nd position on the election list of the Ukrainian President’s party (Petro
Poroshenko Bloc ,Solidarity”, (Darcsi, 2015).

Furthermore, due to the election cooperation between the THCA and the Hungarian
Democratic Party in Ukraine during the local elections on October 25 2015, 8 Hungari-
an representatives won seats in the Transcarpathian County Council, and Jézsef Barta
became the vice president of the council. The Hungarian political parties achieved good
results in the districts, too: today they have 19 representatives (out of the 34) in the
Berehove/Beregszasz District Council and they name the president and the vice presi-
dent of the council. Moreover, they gained representations in Vynohradiv/Nagyszélés,
Uzhhorod/Ungvar and Mukachevo/Munkdcs districts, and Zoltan Babjak became the
mayor of the city of Berehove/Beregszdsz as a common candidate of the two Hungar-
ian parties (Darcsi, 2016).

1.2 Basic information about the Polish minority in Ukraine

Polish people live in Ukraine as a historical minority, just like the Hungarians or the Roma-
nians. Although out of these minorities the Polish one is the smallest — in relation to the
number of people who live in Ukraine —, their mother state is the largest from the three
countries above. That is why it is particularly important to analyze the situation of the
Polish minority.

The Polish ethnic minority in Ukraine comprises 144 130 people, which stands for
the 0,3% of the population according to the Ukrainian census of 2001 (since 2001, a
new one has not been organized in Ukraine even though it should be done every 10
years). As mentioned above, their number is the smallest in the country, and they are
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the least territorially “concentrated” nationality compared to other minorities like Roma-
nians and Hungarians. These two reasons might explain why the Polish people are less
likely to hold any national power and representation in Ukraine as strongly as the other
two do (Szeptycki, 2016).

Most Poles are situated in Western Ukraine and lead a very active public life. Although
it is important to note (as already mentioned) that ethnic Polish people are dispersed
throughout the country, which affects their sense of identity in every sense, and rather
helps (and accelerates) their assimilation. This latter statement can be confirmed by
the fact that only 13% of the ethnic Poles speak Polish as their native language.

The four main regions covered by the Polish minority in Ukraine are the following
(Ukrainian name is in the first place, Polish one in the second): the cities of Zhytomyr - Zy-
tomierz, Khmelnytskyi - Chmielnicki, Lviv - Lwéw and Kyiv, which altogether provide 34%,
16%, 13% and 5% of the total Polish population in Ukraine. These regions thus contain
68% of the Poles, although their density is low. Additionally, there are six more regions
with Polish inhabitants (but their density is even lower than in the previous territories).

However, this fact does not mean that Polish people do not actively try to cre-
ate a stronger bond within their ethnic group in order to strengthen and preserve
their identity. To reach this goal, several Polish ethnic organizations help them. To
be exact, in the Lviv region — 34, in the Khmelnytskyi region — 25, in the Zhytomyr re-
gion — 42 such organizations operate. Besides these, many other locations in Ukraine
possess other cultural, sport or special events related Polish clubs or associations
(Bakirov-Kizilov-Kizilova, 2011).

The document that guarantees the Polish minority various rights is the Ukrainian
Constitutions — or more precisely Article 10 - which states that: “In Ukraine, the free
development, use, and protection of national minority languages are guaranteed”
This Constitution was adopted on June 28" 1996 (Constitution of Ukraine, 2004).

Ukraine gives home to some Polish schools. There are two Polish schools in
Khmelnytskyi region — in the cities of Kamianets-Podilskyi and Horodok — where the
number of students learning Polish is close to 500. As a native language, additionally
two thousand more pupils study Polish in more than 19 schools of Khmelnytskyi.
Also, within the Transcarpathia Polish cultural community there is a Polish weekend
school for children and adults. 137 children were brought up in two kindergartens
where the language of instruction is the Polish.

Concerning universities, the Polish Senate funds institutes where the Polish lan-
guage can be taught in Ukraine. Such institutes are (for instance): The Center of Pol-
ish Language and Culture in Berdyansk, Khmelnytskyi University, Educational Centre
of Polish Language and Culture in Drohobych, the Department of Polish language in
Shevchenko Kiev National University (Bakirov-Kizilov-Kizilova, 2011).

On the one hand, although the Polish minority contains about 150 000 people, War-
saw does not have a special education program for the Polish community in Ukraine.
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Instead, there is a so called “Semper Polonia”, the most important organization for the
young students who want to study in Poland, especially in the medical science field.

On the other hand, in Ukraine there are many civil Polish organizations and insti-
tutions for the native minority to study in their native language. Their scale of func-
tion is very wide, but firstly the support is invested in education, nursery-schools and
churches. As we have already mentioned, Poland does not offer the Polish minority
the money directly but some Polish civil institutions support the expenditures of the
Polish minorities in the world. It is 19,5 million EUR and the Poles in Ukraine can get
260 000 — 270 000 EUR from this cap year by year.

The other part of the Polish civil life in Ukraine is also very diverse and active in
the fields of science (there are many civil organizations like Society of Polish Physi-
cians or Association of Polish Doctors), of sports (the most important Polish sport
organization is the Polish Sport Association). This small Polish community can use
approximately 34 libraries in their native languages (Bakirov-Kizilov-Kizilova, 2011).

Despite of the fact that there are many organizations and self-made institutions
or programs, the Polish minority does not need their own political party. Poles do not
want and maybe cannot create a strong political representation because they do not
live in one smaller, well-defined region or place like the Hungarians. In comparison
with the Hungarian minority in Ukraine, we can imagine that after an election the very
few Polish votes will have no effect. Additionally, the Poles have said that they cannot
present an accurate political leader for themselves.

2. UKRAINE’S LAW ON EDUCATION

The Verkhovna Rada of Ukraine has voted — on a second reading — the new Education
Law after fierce disputes on the first day of the autumn session on September 5" 2017.
Numerous provisions of the Act violate the rights of Hungarian and other minorities
in Ukraine. The new Education Law — among others — foresees 12 years of education
(instead of 11), the reform of the teachers’ qualification system, the larger autonomy of
schools and - this is the most relevant one for the study — the restriction of the use of
national minorities’ languages in the education system (Karpatalja.ma, 2017b). Name-
ly, Article 7 of the Act states: the official language of the education is the state language
(the Ukrainian), and though it guarantees the right for national minorities to study in
their mother tongue, but only in pre-school and elementary school, and — as the Act
says — in parallel with the education in the Ukrainian language. Consequently, starting
from the 5" grade in the secondary education and in higher education the students be-
longing to national minorities can study only in the Ukrainian language. The Act states
that only the indigenous people of Ukraine (primarily the Crimean Tatars) can study in
their mother tongue — beside the state language — in the secondary level of education
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as well. Furthermore, the respective article of the law allows the national minorities
to study their native languages as subjects in secondary educational institutions or
in national cultural associations, and — if needed — vocational training and higher ed-
ucational institutions can create the possibility of teaching the minorities’ languages.
In addition, Article 7 also states that in schools of national minorities one or more sub-
jects can be taught either in two or more languages (in Ukrainian, in English, or in other
official languages of the EU), a clause which currently seems to be the only solution
(as a loophole) for the Hungarian minority in Transcarpathia to study some subjects
in their mother tongue on the secondary education level (Fedinec-Csernicsko, 2017a).
The Ukrainian President, Petro Poroshenko signed the Act on September 25" 2017 and
became active on September 28" (Fedinec-Csernicské, 2017b). The provisions of the
law would be implemented in several stages, but the main changes must be launched
on September 15t 2018. Based on certain information, those students belonging to na-
tional minorities, who began the secondary education before September 15 2018 can
continue their studies under the rules of the law, which were valid before the adoption of
the new Education Law. However, in these cases the number of subjects taught in the
Ukrainian language has to be increased gradually (Karpataljalap.net, 2017a). Although
the Law refers to local government (or communal) schools, at the same time it may
indirectly affect the activity of private schools (such as the Hungarian religious schools
in Transcarpathia), because students of these schools will have to take their graduation
- and consequently entrance — exams in the Ukrainian language (NPKI, 2017a).

3. THE NEW EDUCATION LAW IN LEGAL POINT OF VIEW

Following the adoption of the new Education Law besides the remonstrance of the
Ukrainian domestic political parties (mainly the opposition) and the national minori-
ty representatives, the neighboring countries — Hungary, Poland, Romania, Moldova
and Russia — also protested against the provisions of the Act, and furthermore the
Ukrainian government received sharp criticisms regarding the Education Law from
the international organizations (e.g. European Parliament, Council of Europe) too. The
opinion of critical experts and politicians is that the law violated several bilateral and
multilateral international law agreements through Article 7 of the Education Law, but
it does not comply with the election agreement between Petro Poroshenko and Lasz-
|6 Brenzovics, the President of THCA signed before the 2014's Ukrainian Presidential
Election. So the current Ukrainian leadership deviated from its commitments on a
local level too. In the following subchapters we are going to examine how the newly
adopted Education Law violates Ukraine’s agreements and other laws on different
levels: domestic, bilateral and multilateral agreements. Due to the topic of this study,
on a local level we are going to check whether there were and — if so — what kind of
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agreements between the Ukrainian leadership and the Hungarian and Polish national
minorities in Ukraine, while on a bilateral level we are going to examine the previously
signed agreements between Ukraine and Hungary, as well as Ukraine and Poland.

3.1 Domestic level: Ukrainian legislation and local agreements

The new Education Law voted by the Ukrainian parliament on the 5" of September
and come into force on the 28™ of September violates Article 5 of the Ukrainian
constitution and other relevant Ukrainian laws. The Education Law abolishes those
language rights which were guaranteed for the minorities even under previous state
systems on the territory of Ukraine. Therefore, Lédszl6 Brenzovics made a petition
to Valeriya Lutkovska — who is the human rights commissioner of the VR — in order
to accomplish the constitutional examination of the Education Law (Kérpataljalap.
net, 2017b). However, it seems the wording of Paragraph 5 of Article 53 of the
Constitution offers two alternatives for the Ukrainian leadership? but Article 10 of
the Constitution clearly states that the state must guarantee the free use of the
minority languages, while Article 22 prohibits the restriction of the existing rights
(Karpataljalap.net, 2017c). Consequently, the petition of Laszl6 Brenzovics about
the constitutional examination of the Education Law is not baseless.

The Law violates another agreement on a local level, though on a moral, rather
than legal basis. Petro Poroshenko and Laszlé Brenzovics — as we have already
mentioned — signed an election agreement in May, 2014 before the presidential
election. In this agreement, Petro Poroshenko — who was a presidential candidate
at that time — promised that if he became the president of Ukraine — among oth-
ers —the Hungarian minority in Transcarpathia will have the language rights in ac-
cordance with the European standards, creating the necessary conditions for the
improvement of the education system in the Hungarian language in Ukraine, that
he will take into account the interests of the Hungarian community during the ad-
ministrative reform and create the opportunity of the Hungarian parliamentary rep-
resentation in the VR. In return, the THCA supported Petro Poroshenko during the
presidential election (Kérpataljalap.net, 2014). Although, from a legal point of view,
this election agreement does not really provide a suitable reference point for the
Hungarian minority in Transcarpathia against the Education Law, but at the same
time from a moral point of view it raises several questions regarding the reliability
and the politics of the current Ukrainian leadership. Namely, the THCA fulfilled its
commitments of the agreement, as Poroshenko won 67% of the votes in the Bere-
hove/Beregszasz constituency — which included the significant part of the Hungar-
ian minority in Transcarpathia, as it involved Berehove/Beregszasz and Vynohradiv/
Nagysz6lés districts —, and the voting ratio of Poroshenko in the Hungarian munic-
ipalities exceeded the county and constituency averages (there were a lot of Hun-
garian-inhabited municipalities, where the voting ratio reached more than 80-90%
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(Darcsi, 2015). Nevertheless, the VR (including the governor parties — Petro Poros-
henko Bloc and People’s Front) voted, while President Petro Poroshenko signed the
Education Law witch violates the rights of education in the Hungarian language in
Transcarpathia. Moreover, several draft bills of the language law have already been
presented to the VR, which would restrict the use of the minority language almost
in every area of life (offices, media, cultural events, theaters, filming, etc.), it would
impose the use of the Ukrainian language and if somebody broke the law, he or
she would be punished (Karpatinfo.net, 2017). And on top of that, the question of
dual citizenship is continuously on the agenda (Karpatalja.ma, 2017¢c). As a conse-
guence, all of these happenings — primarily on a moral basis — have been contrary
to the 2014 agreement and its commitments.

3.2 Bilateral agreement: Hungarian-Ukrainian Basic Treaty

At the beginning of the 1990s, the Antall-government took advantage of Gorbachev’s
,Glasnost”policy and started building the relationship with the independent Ukraine.
The first and the most significant action — for the Hungarian minority in Transcar-
pathia — was the signature of the “Declaration on the principles of cooperation be-
tween the Republic of Hungary and the Ukrainian Soviet Socialist Republic in guaran-
teeing the rights of national minorities” and the related Record on 30 May 1991. The
Declaration ensured several important rights for the Hungarian minority in Ukraine,
who were completely separated from their mother country and lived in a very bad
situation during the period of the Soviet Union. The document recognized the nation-
al minorities as state constituent factors, fixed the individual and collective rights of
the minorities, forbade the alteration of nationality rates, guaranteed the preservation
and protection of historical and cultural monuments and the opportunity to study in
the mother tongue on all education levels (10" point of the Declaration (NPKI, 2017b).
When Ukraine became independent in August 1991 Jozsef Antall, the prime minister
of Hungary and Leonid Kravchuk, the president of Ukraine signed the first internation-
al treaty of the independent Ukraine in Kiev on December 61 1991, which helped the
practical implementation of the Declaration regarding the protection of the minori-
ties’ rights. The "Hungarian-Ukrainian Treaty of Good-Neighborliness and Coopera-
tion” is still valid, and Article 17 fixed the obligation of mutual cooperation in the field
of protection and preservation of the national minorities’ ethnic, cultural, language
and religious identity in accordance with the Charter of Paris for a New Europe and
other related documents of the Conference on Security and Cooperation in Europe
(today OSCE). In this Article of the Treaty, both sides undertook the implementation of
the obligations defined in the Declaration and the Record. The Hungarian parliament
- after long disputes - ratified the Basic Treaty in May, 1993 (Jeszenszky, 2016),
while Ukraine already did so in 1992 (Karpataljalap.net, 2017d).
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In the official Ukrainian version of the Declaration — in the aforementioned 10" point —
instead of “and”, we can find another conjunction, “or”, in the sentence, which determines
the language of education. So, according to the Ukrainian version, Ukraine has to ensure
for the Hungarian minority in Ukraine the learning of the mother tongue or the learning
in the mother tongue on all education levels. It is probably clear for everybody that the
‘or” conjunction gives a totally new explanation to the text. Two contradictory sentenc-
es cannot be included in an international document, therefore the parties would have
to (or already had to) unify the Hungarian and Ukrainian versions through negotiations
or by the help of an international court. As long as this does not happen, both countries’
governments can interpret the text in a completely different way (Fedinec-Csernicsko,
2017b), interpretation on which Kiev could rely in the disputes regarding the new Educa-
tion Law. Anyway, both the Hungarian organizations in Transcarpathia and the Hungarian
government have been regularly reminded of the details of the Basic Treaty, and Laszlo
Brenzovics also referred to the legal commitments of the valid Treaty regarding the mi-
nority rights in the petition which was sent to Pavlo Petrenko, the Minister of Justice. Fur-
thermore, the leader of THCA also pointed out Article 19 of the law "About international
agreements of Ukraine”, according to which international agreements ratified by the VR
are the parts of the national law, and if the valid international agreements of Ukraine con-
tain regulations different from the Ukrainian laws, then the standards of the international
agreements are the normative ones (Karpataljalap.net, 2017d). Consequently, the Ba-
sic Treaty and the Declaration could be relevant tools both for the Hungarian minority
in Transcarpathia and the Hungarian government in the disputes with the Ukrainian
government on an international level. However, we must note, the different wording of
the Ukrainian and Hungarian versions slightly weaken the Hungarian standpoint.

3.3 The foundations of Ukrainian-Polish relationship

As soon as Ukraine was granted independence from the Soviet Union, it established
relations with the Republic of Poland. In addition, Poland was the first country to
officially recognize the independence of Ukraine. Since then they have improved
their partnership to a strategic level.

On October 13™ 1990, both countries agreed to the “Declaration on the foundations
and general directions in the development of Polish-Ukrainian relations”. This agreement
signified and strengthened the historic relationship between the two countries, referenc-
ing “ethnic and cultural kinship of the Polish and Ukrainian peoples”. They declared that
neither country has any territorial claims against the other, and will not bring any in the
future. They promised to respect the national minority rights on their territories and to
improve the situation of the minorities on their countries. (Stephen R. Burant, 1993)

On May 18" 1992, the two countries signed the “Treaty on Good Neighborhood,
Friendly Relations and Cooperation between the Republic of Poland and the Ukraine”
which marked the beginning of their strategic partnership. Inits 21 articles, the treaty
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highlights “the goals and principles for building mutual relations in the areas of polit-
ical, economic, military, ecological, cultural, scientific, and humanitarian cooperation,
as well as the protection of legal and national minorities”. The Treaty was essential
for two reasons: geostrategically and for the bilateral relationship between Ukraine
and Poland. That is why it has sometimes been referred to as the Constitution of
Polish-Ukrainian relations. (Jan Draus, 2011)

3.4 Rights of the Polish minority in Ukraine

According to the 2001 Ukrainian census, there were 144 130 people belonging to the
Polish ethnic minority in Ukraine, which is approximately 0,3% of the whole population of
the country. In 1989 there were already some legislative changes towards the position
of the Polish minority when the Supreme Soviet of USSR adopted a law on “Languages
in Ukrainian SSR’. In the above mentioned “Declaration on the foundations and general
directions in the development of Polish—Ukrainian relations”, both countries promised to
respect the minority rights and to improve their situation. On November 7" 1997 under
the “Declaration of right of nationalities of Ukraine”, the Polish minority was guaranteed
political, economic, social, and cultural rights besides the right to use their native lan-
guage in every field of social life. In June 1992, the Ukrainian government adopted the
‘Law of National Minorities”, which guarantees Poles the use of the Polish language,
the right to an education in Polish, to establish a system of cultural institutions, and to
national cultural autonomy. The law makes it possible to establish Polish interest-pro-
tection organizations, to use national symbols, to use names in accordance with the
Polish rules, and to maintain contacts beyond the borders with Poland. The Ukrainian
Constitution also contains rights for minorities; in Article 10 they guarantee the free
development, use, and protection of national minority languages. As a member of the
Council of Europe, the Ukrainian Parliament ratified the “European Charter on Regional
or Minority Languages” in 1999. The law on the ratification was passed by the Supreme
Council of Ukraine on April 15" 2003, but with some modifications: the use of minority
languages in the state administration has been removed and the assumed guarantees
of using the minority languages have been narrowed down. Moreover, the Charter did
not define the powers of the local authorities regarding the recognition of the languag-
es, and the territories where the principles of the Charter can be applied are still legally
undefined. (Research Gate, 2011)

3.5 Minorities in the internation
ternational agreements and conventions on many points. Although Ukraine agreed to
almost all of them, the new Law does not fit them at all.

According to the European Charter for Regional or Minority Languages, the right to use
aregional or minority language in private and public life is an inalienable right according to
the principles embodied in the United Nations International Covenant on Civil and Political

130 Norbert Fejes — Gabor Miklés



Foreign Policy Review

Rights, and according to the spirit of the Council of Europe Convention for the Protection
of Human Rights and Fundamental Freedoms (Preamble, Council of Europe, 1992).

According to the European Charter for Regional or Minority Languages, in determin-
ing their policy with regard to regional or minority languages, the Parties shall take into
consideration the needs and wishes expressed by the groups which use such languag-
es. They are encouraged to establish bodies, if necessary, for the purpose of advising
the authorities on all matters pertaining to the regional or minority languages. (Article
7, Paragraph 4, Council of Europe, 1992)

The Parties undertake to make appropriate provision, in pursuing their cultural poli-
cy abroad, for regional or minority languages and the cultures they reflect. (Article 12,
Paragraph 3, Council of Europe, 1992)

The Council of Europe Convention on the Protection of National Minorities further
adds that the Parties will make the efforts, within their capabilities and within the
framework of their educational system, to make sure that the persons belonging any
national minorities have the opportunity to learn or study in their minority language.
(Article 14, Paragraph 2, Council of Europe, 1992)

According to the Association Agreement between the European Union and Ukraine,
which entered into force on September 1512014, Ukraine is committed to a close and
lasting relationship with the European Union, in line with democratic principles, the
rule of law, good governance and human rights and is based on strengthening fun-
damental freedoms, including the rights of the persons belonging to national minori-
ties, the principle of non-discrimination of minorities, the respect for diversity and the
consolidation of its contribution to internal political reforms. (Article 4, Paragraph 2,
Council of Europe, 1992)

3.6 The security games
Ever since it regained independence from the Soviet Union, Ukraine has been playing
a significant role in the life of the United States’ foreign policy. Following the indepen-
dence in 1991, the USA was determined to help and support Ukraine to successfully
enter the market economy and to establish a modern democratic state. The main
goal was to create a secure, stable and democratic state that is very closely integrat-
ed into the European and Euro-Atlantic system. (U.S. Department of State, 2016)
Given the special and essential geopolitical location of Ukraine that basically sep-
arates Russia from Europe — except the Balkan region —the United States’ helpful
assistance is centered on the security of Europe against any Russian military efforts.
Right after the collapse of the Soviet Union and the independence, Ukraine agreed to
give up the entire nuclear arsenal that it inherited from the SU that was originally built
to strike the United States. In 1994, as a “response” to the Budapest memorandum,
the United States — alongside Russia and Great Britain — provided security assuranc-
es for Ukraine. (Pifer, 2017)

Effects of the New Ukrainian Education Law for the Visegrad Cooperation 131



oy

I 4

rrma “
oy A AN
r, v
M AN

\
NS

To affirm the importance of their relationship as partners, they signed the U.S—
Ukraine Charter on Strategic Partnership in 2008, which was supposed to ensure
the cooperation in the areas of economics, trade, energy, cultural exchanges, de-
mocracy and most importantly defense and security. As said above, to ensure the
security of Europe (and the NATO member countries) the “well-being” of Ukraine
is a crucial issue for the USA. Therefore, the Charter also emphasizes the strong
cooperation between the North Atlantic Organization (NATO) and Ukraine. (U.S.
Department of State, 2016)

That is why it is basically unimaginable for the USA to support any country that
has human rights issues against Ukraine as it could risk the country’s stability.

For very similar reasons, Poland is not too keen on supporting such initiatives
either. For Poland, it is probably much more important to keep the country and
the continent safe (from the potential Russian threat) than to fight for the rights
of their (highly assimilated) minorities in Ukraine. It is more likely that they seek
to make a compromise on that issue.

Poland’'s deep concerns regarding its national security — especially after the
events of the plane crash of Smolensk — determined Poland to “push extremely
hard for admittance to NATO and the EU, both seen as virtual life insurance poli-
cies for the nation”. (Nougayréde, 2015)

Due to the fear of the Russian threat, and the influence of the United States
(and NATO), the countries’ military performances differ. Regarding the numbers
of “active military fighting strength”, Hungary has 23 250, Poland 109 650, and
Ukraine: 182 000 persons in their national army. (Globalfirepower, 2017) Although
both Hungary and Poland — and the Czech Republic — have NATO radars in their
countries, Poland also runs the “Joint Force Training Centre (JFTC)” of the NATO
in Bydgoszcz that provides high-quality training support for the Allied forces
(NATO, 2017).

4. V4 - UKRAINE: DIPLOMATIC VIEWPOINT AND ECONOMIC INTERESTS

We have seen in the previous chapters how the new Education Law — passed by
the Verkhovna Rada of Ukraine and approved by President Petro Poroshenko
— and mainly its Article 7 affects the national minorities living in Ukraine.
Furthermore, we have examined the number of Hungarian and Polish speaking
students, and schools teaching in the Hungarian or Polish languages affected by
the law, and we have also analyzed how the Act violates the domestic legislation
and international agreements. In the next phase of the study we shall examine
whether the Visegrad Countries may act jointly against the Education Law
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towards Brussels and the EU (as it happened in the case of the migration crisis
management), or (primarily) in the wake of these countries’ economic interests, the
cooperation and common action are unrealistic in this matter.

4.1 V4 - Ukraine: diplomatic reactions

The new Ukrainian Education Law — as presented by the international press — triggered
different reactions in the Visegrad Countries. Due to the ethnic composition of Ukraine
and the number of schools teaching in the languages of the national minorities — in the
aspect of the V4 — Hungary protested the most loudly against the provisions of the law
violating and restricting the rights of the national minorities, in order to preserve the Hun-
garian education in Ukraine, while on the other hand we could not notice any substantial
reaction from the Czech Republic. Between these two ends we can find the points of view
of Warsaw and Bratislava/Pozsony, which do not seem completely clear yet.

The communication of the Slovak government regarding the Ukrainian Education
Law has been highly controversial up to now. Namely, on the one hand Miroslav Mo-
jzita, the consul general of Slovakia in Uzhhorod/Ungvar, supported the provisions of
the new Law and called it an “internal matter of Ukraine” (according to him, this is the
viewpoint of Slovakia too) (Karpataljalap.net, 2017e); on the other hand, the Slovak
Members of the European Parliament — among others, the members of SMER-SD

The distribution of Ukraine's foreign trade of goods
in 2016, %

88,27%

1,61%
1,20%

2,45%  647%

= Poland = Hungary Slovakia = CzechRepublic = Other

- condemned the anti-minority reform of the law in a common statement (Uj Szd
Online, 2017). Furthermore, the Ministry of Foreign and European Affairs of the Slo-
vak Republic also asked for national minorities’ rights to be respected (Magyar Iskola
Online, 2017). However, there is only one school in Ukraine (in Uzhhorod/Ungvar),
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where students (145) can study in the Slovakian language (Cnoso i [lino, 2017)
in separate classes, which could explain the smaller resistance of the Slovak side
(Karpataljalap.net, 2017¢).

Warsaw's calmer and more patient standpoint — contrary to Slovakia — was influ-
enced by the dialogue between Ukraine and Poland. Although Poland also expressed
its concerns regarding the restriction of the Polish minority’s rights in Ukraine, due
to the negotiations between the two countries’ Ministries of Education at the end
of October, the Ukrainian (Liliya Hrynevych) and Polish (Anna Zalewska) ministers
reached a common agreement and signed a joint declaration. In this document, the
parties mutually agreed that they are going to ensure the possibility of education in
the native languages of the national minorities in Ukraine and Poland. The declaration
is based on the former bilateral agreements between the countries, and it ensures
the education in the Polish language in pre-school, primary and secondary education
(Kdrpataljalap.net, 2017f).

Contrary to Warsaw and Bratislava/Pozsony, Budapest — as we have already men-
tioned above — has been criticizing and condemning the new Education Law in all
possible international forums. There have also been discussions between Hungary
and Ukraine on a ministerial level, but (still) without any significant progress. Both
Hungarian Foreign Minister Péter Szijjartd (Karpataljalap.net, 2017g) and Minister of
Human Resources Zoltan Balog (Karpataljalap.net, 2017h) asked from their Ukrainian
colleagues the preservation of the rights of the Hungarian national minority in Tran-
scarpathia, the withdrawal of the provisions of the new Education Law violating the
rights of the national minorities, and ensuring the education in the mother tongue.
The Hungarian Parliament also condemned the Ukrainian Education Law in a reso-
lution (H17379) in September (Parlament.hu, 2017), and, moreover, the Hungarian
Foreign Ministry vetoed the Ukraine-NATO Commission meeting in December, indi-
cating that Hungary cannot support and help Ukraine’s further integration until the
withdrawal of Article 7 of the Act (Karpataljalap.net, 2017i). Moreover, Hungary would
like to introduce a new norm into the Joint Declaration of the next Eastern Partner-
ship Summit, which would prevent the restriction of the national minorities’ existing
rights in Ukraine (Kdrpdtaljalap.net, 2017j). Finally, Hungary would also like to put the
issue of new Ukrainian Education Law on the agenda of the next EU-Ukraine Associ-
ation Summit in December this year (Kormany.hu, 2017).

Consequently, we can see that no action has yet been made for a unified and joint
diplomatic action towards Brussels regarding the new Ukrainian Education Law.
Therefore, we are trying to find out whether it has economic reasons through an anal-
ysis of the foreign trade of goods and stocks of foreign direct investments in the
relations between the V4 countries and Ukraine.
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4.2 V4 - Ukraine: economic relations

TABLE 1 UKRAINE'S FOREIGN TRADE OF GOODS BETWEEN 2012 AND 2016, MILLION USD
(STATE STATISTICAL SERVICE OF UKRAINE, 2017B)

Ukraine’s foreign trade of goods between 2012 and 2016, million USD

2012 2013 2014 2015 2016
Export 68809,8 63312,0 53901,7 38127,1 363617
Import 84658,1 76964,0 544287 375164 392498

Foreign trade turnover
Ecn 153467,9 1402760 1083304 756436 756115
Balaice (°Efxf_‘f;:)'9“ trade 150489 -13651,9 -527,0 610,7 -2888,1

According to the data of the State Statistics Service of Ukraine between 2012
and 2016, Ukraine’s foreign trade of goods was reduced by more than half during
these five years, from 153 million USD to 75 million USD. The most significant decline
of the Ukrainian economy was in the period between 2014 and 2015, after the
demonstrations of the Euromaidan, the annexation of the Autonomous Republic of
Crimea and the start of the Eastern Ukrainian armed conflict. These events played a

FIGURE 2 THE DISTRIBUTION OF THE FDI STOCK IN UKRAINE ON 1ST OF JULY, 2017, %
(STATE STATISTICAL SERVICE OF UKRAINE, 2017C)

The distribution of the FDI stockin Ukraine,
% (1st of July 2017.)

\/
on W

0,19% 2,03%

crucial role in the decrease of the foreign trade of goods, because the data from 2014
does not include the measures of the Autonomous Republic of Crimea and the city
of Sevastopol, and the data from 2015 and 2016 does not contain the foreign trade
turnovers of the Eastern Ukrainian anti-terrorist operation zones besides the Crimea
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and Sevastopol. If we examine the data from Table 7, we can see that import decreased
much more than the export in the period under scrutiny; as a result, the previously
negative balance of foreign trade decreased until 2016, while it was positive in 2015.

UKRAINE'S FOREIGN TRADE OF GOODS (2016), MILLION USD
TABLE 2 UKRAINE'S FOREIGN TRADE OF GOODS IN 2016, MILLION USD
(STATE STATISTICAL SERVICE OF UKRAINE, 2017B)

P — Foreign trade turn- J Balance of foreign
y over (EX+IM) trade (EX-1IM)

Russian Federation 35929 5149,3 87422 -1 556,4
2. China 18325 4687,7 6 520,2 -2 855,2
38 Germany 14237 43184 57422 -2.894,7
4. Poland 2200,0 2693,3 48933 -493,3
58 Belarus 903,2 27778 3681,0 -1874,6
12. Hungary 1053,1 802,0 1855,1 251,1
15. Czech Republic 560,8 654,8 1215,6 -94,1
19. Slovakia 471,4 434,9 906,2 36,5
v4 4285,2 4585,0 8 870,2 -299,8
Total 36 361,7 39 249,8 75611,5 -2 888,1

Based on the data of State Statistics Service of Ukraine, Table 2 includes the most
important foreign trade partners of Ukraine in 2016 (without the measures of the Auton-
omous Republic of Crimea, the city of Sevastopol and the Eastern Ukrainian anti-terrorist
operation zones). If we examine the data, we can see that the neighboring countries are
included in the group of the most important trade partners of Ukraine, and as we know
Ukraine has common borders with 3 countries — Poland, Slovakia and Hungary — from
the Visegrad Group. The most important foreign trade partner of Ukraine from the V4
is Poland (4,89 billion USD foreign trade turnover of goods), followed by Hungary (1,85
billion USD), the Czech Republic (1,21 billion USD) and Slovakia (0,9 billion USD). The pro-
portion of the V4 countries (Figure 1) together in Ukraine's whole foreign trade turnover
of goods was 11,73% in 2016. Logically, it is the same in the case of export (11,78%) and
import (11,68%) as well, and Poland was the third biggest export market of Ukrainian
goods after the Russian Federation and Egypt, measuring up to 2,2 billion USD. However,
the balance of the trade of goods was negative between Ukraine and the V4 countries
from Ukraine's viewpoint, but not significantly.
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If we examine the foreign trade of goods from the viewpoint of the V4 countries
(Table 3), we can observe that Ukraine played a much smaller role in the foreign trade
of these countries (in export and import), than vice versa. In the three years under
scrutiny (2014-2016), in the cases of Slovakia and the Czech Republic, the proportion
of export/import of goods to/from Ukraine did not reach the one percent of the whole
Slovak and Czech export/import, but Ukraine is not a significant partner of Hungary
and Poland either, because in these countries the proportion of export/import with
Ukraine was only 1 or 2%. Consequently, we can notice a certain asymmetric inter-
dependence in the trade relations between the V4 countries and Ukraine. Accord-
ing to the data provided by the Statistical Offices of Poland and Hungary, these two
countries count on Ukraine as an export market, and particularly Poland reached a
sufficient amount of foreign trade year after year in the trade of goods with Ukraine
(more than 1,6 billion Euros in 2016).

TABLE 3 THE V4 COUNTRIES’ FOREIGN TRADE OF GOODS WITH UKRAINE, 2014-2016, MILLION EUR
AND % (KSH.HU, 2017; CENTRAL STATISTICAL OFFICE OF POLAND, 2015, 2016 AND 2017; CZECH
STATISTICAL OFFICE, 2015, 2016 AND 2017; STATISTICAL OFFICE OF THE SR, 2016 AND 2017)

The V4 countries’ foreign trade of goods with Ukraine, 2014-2016

] 2014 2015 2016

Vol_u!ne Share of Vo!urne Share of Vol_u!ne Share of
Hungary (million Ukraine (million Ukraine (million Ukraine
euro) euro) euro)

Export 1567,1 1,85% 1261,6 1,39% 1386,8 1,49%
Import 1277,7 1,63% 10211 1,25% 11008 1,32%
Foreign trade 28448 1,75% 22827 1,32% 2 487,6 1,41%
Vol_u!ne Share of Vo!u!ne Share of Vol_u!'ne Share of
(million - (million - (million -
Ukraine Ukraine Ukraine
euro) euro) euro)
Export 3140,6 1,89% 29772 1,66% 3461,7 1,87%
Import 1697,0 1,01% 1529,9 0,86% 18297 1,01%
Foreign trade 4837,6 1,45% 4507,0 1,26% 5291,5 1,45%
. Vo!ume Share of Vo!u!ne Share of Vo!u!ne Share of
Slovakia (million : (million : (million :
Ukraine Ukraine Ukraine
euro) euro) euro)
Export 326,0 0,50% 3124 0,46% 372,0 0,53%
Import 555,8 0,93% 469,4 0,73% 448,0 0,67%
Foreign trade 881,8 0,71% 7819 0,59% 820,0 0,60%
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The V4 countries’ foreign trade of goods with Ukraine, 2014-2016

] 2014 2015 2016

The Czech Vo!ume Share of "°!”T“° Share of "°!”f“e Share of
. (million ¥ (million : (million :
Republic Ukraine Ukraine Ukraine
euro) euro) euro)
Export 748 0,57% 561 0,39% 805 0,55%
Import 870 0,75% 758 0,59% 737 0,57%
Foreign trade 1618 0,65% 1319 0,49% 1542 0,56%

However, it is very important to notice during the evaluation of foreign trade of
goods that the data of the particular countries’ statistical offices differ from each
other (sometimes the differences are significant), mainly due to the different statis-
tical methodology. This is the reason why the Ukrainian and Hungarian balances of
foreign trade of goods in this trade relation are positive in both countries’ points of
view, but based on the data of the Polish statistical office, the export surplus of Po-
land in the trade relation with Ukraine is larger compared to the data of the Ukrainian
statistical office. However, this slightly distorts our analysis, but we would like to pri-
marily prove the importance of the foreign trade of goods in the economic relations
between the V4 countries and Ukraine; therefore the comparison of the rates is, in our
opinion, sufficient.

Figure 2 shows the distribution of the stock of Foreign Direct Investments (FDI) and
the share of the V4 countries in Ukraine. Based on the data of the State Statistical
Service of Ukraine, the stock of the FDI was around 38 billion USD on July 15t 2017,
and the countries possessing the biggest shares were Cyprus (9,9 billion USD), The
Netherlands (6,3 billion USD) and the Russian Federation (4,4 billion USD). Out of the V4
countries, Poland and Hungary have the largest amount of FDI (approx. 0,8-0,8 billion
USD), but as we can see on the chart their shares barely exceed the 2% rate within the
total FDI stock of Ukraine. The V4 countries altogether possess 1,78 billion USD FDI in
Ukraine, and their share is 4,56%.

Overall, we can thus conclude that the V4 countries play a crucial role in the foreign
trade relations of Ukraine and we can observe a certain asymmetry for the benefit of
the V4 countries in this relation. Although the diversity of data provided by different
statistical offices can slightly distort the results of our research, we can see that
Ukraine is a very important export market for Poland, and this trade relation produces
a significant export surplus for Poland. Therefore — besides the security issues — it
could explain the calm reaction of Warsaw regarding the new Ukrainian Educational
Law. Consequently, despite the fact that the importance of the V4 countries in Ukraine’s
foreign trade of goods would allow the opportunity to put a common economic
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pressure on the Ukrainian government, it seems that the economic interests of some
countries (primarily Poland) are more important. Therefore, in our opinion, common
actions taken in Brussels against Ukraine would fail, and the V4 countries would
prefer a separate diplomatic pressure on Ukraine, where Hungary’s pressure remains
the most powerful one among the Visegrad Group.

5. OPINIONS OF NON VISEGRAD COUNTRIES

Many Western and Eastern media dealt with the Ukrainian Education Law since its
announcement.

The EU Observer transmitted Liliya Hrynevych's (Minister of Education and Science
of Ukraine) opinion about the given law. She stated that the Law is EU-conform, any
schools of Polish, Hungarian or Romanian minorities won't be closed after its coming
into force. She wrote about the multiculturalism as an idea which is the “heart of the
Ukrainian state” (Hrynevych, 2017). It is really interesting that the Ukrainian students
don't have to study the language of the minority with whom they live together.

At the end of September, the Washington Post informed their readers about the
Law — perhaps for the first time in the American media. It analyzed the situation and
cited the pro and against opinions of both sides (Wood, 2017).

The Eastern neighbor reacted to the Educational Law immediately. As the opinion
of the Russian Foreign Ministry was published by Foxnews, they emphasized the idea
that the law “forcefully establishes a mono-ethnic language regime in a multi-national
state” (Foxnews, 2017). Of course, all Russian media — for instance the most im-
portant ones such as Ria Novosti, Russkiy Mir — condemned the Ukrainian decision
(Russkiy Mir, 2017).

The Romanian media also stuck up for their own minority in Ukraine. Next to Hun-
gary and Russia, Bucharest was the loudest in asking for the suspension of the Edu-
cational Law and asked the Ukrainian government to start negotiations with Bucha-
rest and Budapest regarding the Parliamentary Assembly of the Council of Europe’s
suggestion (Matei, 2017). Klaus lohannis, the President of the Romanian Republic
cancelled his visit to Kyiv after the birth of the Law (Agepress, 2017)

6. SUMMARY

In conclusion, Ukraine’s new and widely controversial Education Law will undoubtedly
bring a new wave of changes into the lives of national minorities; however, it does
not seem to be enough for the neighboring countries to create a strong cooperation

against this legislation.
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Within the Visegrad Group, it is the different interests of the member countries
that seem to “tear apart” a possible cooperation. The reasons behind these different
interests are in fact the diverse social, economic and political bilateral relations which
determine the countries’ attitudes concerning the new law in question.

In the case of the Czech Republic and Slovakia we cannot speak about significant
minorities. Their relations with Ukraine are more or less limited to the economic co-
operation. Therefore, it would be completely uncalled for from their part to engage in
an international/bilateral conflict.

As for Poland and their potential support for Hungary concerning the Education Law,
there are several factors that make the "question” more complex and complicated.
First of all, although there is a large number of Polish people — in other words, a Polish
minority — living in Ukraine, their territorial population “density” within the country is
quite low. That means that there is no specific area where the minority “accumulates”;
they live various regions of the country. This results in the fact that the Polish minori-
ty does not represent/(have) a political and economic community as strong as — for
instance — the Hungarian minority. Warsaw and the Polish people in Ukraine do not
have such a powerful connection and cooperation like Budapest and the Transcarpath-
ian (Ukrainian) Hungarians. Furthermore, since Poland leads a determinant economic
relationship with Ukraine — compared to the other V4 countries, including Hungary —
their loss of the huge amount/volume of export products going to Ukraine is not worth
starting a bilateral conflict. Besides, another reason for why they would not risk their re-
lationship with Ukraine is that Poland most definitely wants to secure its good relation-
ship with one of its most important allies, the United States. The United States thinks of
Ukraine as a “transit’/ “intermediary” country between Europe and Russia, and therefore
believes that its stability and integrity is essential. It is then completely against Poland's
aim — as one of the most important Eastern European ally of the USA — to induce a
political conflict like that. In the case of Hungary — in respect to its very practical rela-
tionship with Russia — the USA does not hold any influence.

Ironically, the only — not V4 member but neighbor — country that could be a sup-
porter of Hungary in the protest against the new Education Law is Romania. That
is because Romania — similarly to Hungary — has a fundamental minority living in
Ukraine and the new Law would affect their lives dramatically as well, which would
cause tensions in Bucharest, just like it did in Budapest.
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ANOMALIES OF THE INTERNAL
MARKET IN THE INSURANCE AND
BANKING SECTOR FROM THE
PERSPECTIVE OF THE VISEGRAD
COUNTRIES

SANDOR GYULA NAGY - VIKTORIA ENDRODI-KOVACS — KRISZTINA ANNA FEKETE

ABSTRACT

The service sector and financial services are very relevant components of the EU’s econ-
omy. The goal of the European Commission is to liberalize trans-border financial services
in order to boost economies and competitiveness. Besides, several deficiencies and chal-
lenges can be observed in the functioning of the internal market, which affect the Visegrad
(V4) countries. The aim of this paper is to analyze the extent to which the financial (banking
and insurance) services are important for the European Union, particularly for the Visegrad
countries, how liberalization has been realized in these countries and what kind of prob-
lems can be observed related to it. The paper focuses on the case of Astra as a systematic
problem of the internal market, which scandal affected the Hungarian and Slovakian cus-
tomers and the general problems of the banking sector. Moreover, through other European
cases, the paper offers possible solutions for V4 countries on how to handle such a prob-
lem on a V4 level. The possible solutions are based on literature analysis, case studies and
the existing best practices and interviews with experts of these sectors.

*kk

INTRODUCTION

The idea of ‘service economies’ appeared in the 21 century.! Services became the most
important components of modern, developed economies. It can be analyzed by the sector's
value-added contribution to the gross domestic product (GDP) or the share of its workforce
in case of employment. If the services constitute the majority of value-added of the GDP,
the economy should be classified as a developed ‘service economy'. In Figure 1, the service
sector’s contribution is presented by the United States (USA), Japan (JPN), the Republic of
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Korea (KOR), Switzerland (CHE), the European Union (EU) and the Euro Area (EA). Thereis a
steady growth in the ratio of the service sector in all countries and in the integration as well.
According to the OECD? and the World Bank3database, from the above listed countries and
areas, the United States’, Japan's, Switzerland's, the European Union's and the Euro Area's
indicators exceed the world average rate level. The United States has preserved its leading
position with an almost 80% share of its service sector. The Republic of Korea has achieved
a significantly strong development with an approximately 60% share. Indicators of the Eu-
ropean Union and the Euro Area move correspondingly.

FIGURE 147
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As itis shown (Figure 1), there is a significant divergence between the EU’s average
share of the services’ contribution to the GDP, which is around 75%. The shares held
by the Visegrad countries (Hungary (HUN), Poland (POL), Czech Republic (CZE), Slo-
vakia (SVK)) are notably lower, around 60-65%.

The increasing importance of the service sector is the necessary consequence of eco-
nomic development. The economy goes through a structural development, a so-called
tertiarization.®’The OECD countries, 2000-2001, were examined by the strength of the con-
nection between their GDP per capita, service sector value-added to the GDP and its share
within employment. The result showed a strong connection between the indicators.® The
test was repeated a few years later and the strength of the connection was weakened. The
reason was the limit of the share of the service sector as a contributor to the GDP?

The service sector contribution to the economic growth (Figure 1) and job-creation
(Figure 2) in the developed countries is higher than any other sectors. In the cases of
Switzerland and the United States, the employment rate in the service sector is between
75-85%, while in the EU, Japan and the Republic of Korea, the rate is around 70%.°
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The drop in the employment in the case of Japan in 2011 can be explained by the con-
sequences of the financial crisis, the slow economic recovery, the rapidly ageing popula-
tion and the increasing financial pressure through the Great East Japan Earthquake.’?

FIGURE 2"
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Based on the scholarly literature™1%1¢ and the two presented indicators, these coun-
tries can be considered as highly developed nations. According to the estimation of
the European Commission'’, the services sector accounts for about 75% of the GDP
of the EU and more than 75% of the jobs. However, within the EU there are differences
between the countries’ performance. In the case of the Visegrad countries, the employ-
ment rate in the service sector is around 60%, which is below the EU average. Catch-
ing-up to the average of the EU should be very important for the Visegrad countries,
since this is one way to develop and gain higher economic growth. However, one thing
is generally true for the whole EU and within each country, the importance of financial
(insurance and banking) services are outstanding among the services.

FREE MOVEMENT OF INSURANCE SERVICES

2.1 General aspects

The liberalization of the financial sector is an essential goal of the European Union
together with introducing the Euro and implementing the Economic and Monetary
Union. The European financial system is based on the sources, provided by banks,
compared to the American or English system, which place a higher dependence on
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bonds and stocks. The bank based financing system is suitable for a long-run plan-
ning distribution and decreasing the risk. This method is in line with the diverse eco-
nomic performance of the Member States. Through the globalization, the disinter-
mediation and virtualization of the financial sector was enhanced; furthermore, new
products such as financial conglomerates, and new technologies were created.'®

Bringing globalization under regulation by the service sector is a complex process. In
1972, in the Second Report on Competition Policy of the European Coal and Steel Com-
munity, the Commission stated that the EU competition rules apply to the insurance in-
dustry.” In addition, the European Commission established several groups of experts,
appointed by the Member States, charged to mediate between the preparation and the
potential future risks.?’ In 2009 the European Union adopted the Solvency Il Directive?',
which was replaced by the Directive 2014/51/EU?? of the European Parliament. In 2015,
the Delegated Regulation (EU) 2015/35?° was implemented to coordinate rules related
to the supervision of insurance groups. These directives state that the national author-
ity has a 'supervisory authority’ to supervise insurance or reinsurance undertakings.?*

Buying and selling insurance in the EU is governed by national contract laws.?%In all
EU Member States there are national deposit guarantee schemes (deposits for banks)
and investor compensation schemes (for security paper investors) based on the EU
law. The protection of policyholder claims, however, has not yet been regulated at the
EU level.?6 The European Commission proposes a Common European Sales Law, which
allows firms to use the same contract law wherever they sell in an EU country. This law
will not substitute national rules, and its use is optional. It would make the transactions
cheaper, safer and easier for both parties.?” The increased cross-border trade offers
promising opportunities for growth in the insurance sector, through the free movement
of services and capital. However, some barriers have remained and their liberalization
is a more complex process than in the goods markets. The aim is to create a secure fi-
nancial sector, integrated and independent financial institutions with well-designed reg-
ulations and an easily accessible financial market.2® The European Commission set the
Single Market Act 12° and 11%° to achieve a stronger, economy-boosting single market.

In the case of the EU, insurance and banking services dominate the financial ser-
vices. The European insurance market is the biggest in the world, with a 32% share
of the global insurance market. Its contribution to the GDP is the biggest within the
service sector. However, the labor productivity is lower and it is growing just slower
than other developed economies.®! The insurance service was the biggest institu-
tional investor in the EU in 2015, with almost €9 800bn assets. This amount was
invested in a diversified portfolio mainly for bonds (48% in 2014) and investments
funds (82% in 2014). The total direct gross written premiums increased until 2015
with €1 200bn and the average amount, which was spent on insurance, was €2
070 per capita in 2015. The most important area is life insurance, followed by the
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non-life insurance and finally the health insurance. The non-life insurance’s main
business line is motor insurance with 38%; it grew 1,0% in 2015 to €132bn.32

In the case of the V4 countries, the insurers’ investment portfolio share of the GDP
was under the EU average in 2015. It was €37,3bn in Poland, €14,3bn in the Czech Re-
public, €6,9bn in Hungary and their share of the GDP was around 8%. In 2015, the gross
written premium was €2,7bn in Hungary, €2,2bn in Slovakia. In Poland and in the Czech
Republic this amount was greater with €12,5bn and €5,2bn. Life insurance dominates
in Slovakia, Hungary and Poland with rates almost equivalent to the non-life insurance.
Meanwhile, in the Czech Republic, the non-life insurance dominated in 2015. In the
same year, the premium per capita was around €300 in the Czech Republic and it was
under €200 in the three other countries.® Through economic stabilization, convergence
to the EU average, liberalization and the increasing importance of the market economy,
the four countries developed a potential target for the insurance sector.®®

However, there are severe systematic problems which should be solved in order to
reveal the economic opportunities of the single market in the Visegrad countries. In
the following, we are going to introduce the case of Astra, which reveals some prob-
lems in the EU legislation, the problem of different procedures; it can be identified as
a systematic problem related to the free movement of insurance services.

2.2 The Astra case

A systematic problem

The Romanian Astra Insurance Company opened its Hungarian branch office in Oc-
tober 2010 to support and implement the sales network development process of the
company. The main reason for this territorial expansion was that the Hungarian market
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shared certain similarities with the Romanian one. The Hungarian market had/has cer-
tain advantages, including the prices and the high degree of penetration. The degree
of penetration on the property segment was 80% in Hungary, compared to only 20%
in Romania. At that time, the ASTRA Asigurari company was the market leader of the
Romanian insurance market on the aviation, property and vehicle liability insurance
segments and it registered a net accounting profit of RON 11.363.128 with an 83% in-
crease compared to S1/2009 during the first 6 months of 2010.% It also had a branchin
Slovakia since January 2013, but it mainly focused on non-life insurances and universal
(non-life and life) insurances.®” The company mainly offered motor third-party liabilities
(MTPL) and home insurance to the Hungarian clients and universal insurance to the
Slovakian clients until 2015. According to the decision of the Romanian FGA (Fondul de
Garantarea Asiguratilor) in accordance with KPMG — which determined the end of the
financial recovery - on August 27" 2015 insolvency was declared, thus triggering bank-
ruptcy proceedings and the withdrawal of the license of Astra.®® The FGA made this de-
cision after Astra failed to attract €95 million worth of new capital needed to rebalance
its financial position. Until 2013, Astra was the market leader in Romania, in 2013 with
over €206 million in revenues and an 11,3% market share. In 2014, Astra Asigurari was
the third largest insurance company in Romania with gross written premiums of €173
million and a 9,5% market share. The company had solvency problems since the begin-
ning of 2014 and failed to adapt the restructuring plan of KPMG, which had been the
company'’s special administrator in this period.® Astra ceased its operations in Septem-
ber 2015. No claims were subsequently paid. There are 200.000 contracts with Astra
in Hungary, 170.000 are MTPL related, while the rest are home insurances. Slovakia is
also involved, approximately with 10.000 MTPLs customers. Other differences are that
in Slovakia Astra paid contributions to the Slovakian Insurance Guarantee Fund but the
progress of claim enforcement was moderate.*

The Astra case directly involves Slovakia and Hungary, but indirectly (through
cross-border claims) all Visegrad countries. The main lesson which can be learnt from
this case is that different legislations and procedures exist in different Member States,
which are not harmonized at the level of the European Union, causing problems in pay-
ing compensations for clients if a foreign’ insurance company goes bankrupt.

As the root of problem, we can state that since — according to the prevalent interpre-
tation — the relevant court decision has to be final and legally binding, the guaranteed
obligation of the competent Romanian FGA could not be activated immediately after the
withdrawal of the operating license or the first-instance decision, just only several months
later. Moreover, without harmonization, there are differences in procedures and legisla-
tions and conditions triggering the obligation of Guarantee Funds to pay compensation.
The operating license of the insurer is valid for all Member States, including FOS/FOE
activities, but the supervisory authorities (in Hungary, the National Bank of Hungary) have
no right to deny registration of the branch office and according to the ‘home country
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control’ principles they have no prudential supervision rights. Instead, they can only pro-
tect the consumers. In this case there are no ad-hoc agreements regulating the bilateral
relations of the different Guarantee Funds (like the one that the Hungarian GF signed with
the FGA, without receiving any kind of assistance from European or other organizations.)
These are not signatories to the relevant agreements in force in the International Green
Card System. The legal environment defining the final debtor is completely unclear, espe-
cially in the case of double contributions made to Guarantee Funds operating in different
countries (like Astra Hungary).4' A ‘negative collision’ (when none of the Guarantee Funds
are obliged to collect contribution) can also constitute a problem.

However, while the branch operated in Budapest, the relevant decisions were made
in Bucharest without proper consultation. At the European Insurance and Occupa-
tional Pensions Authority (EIOPA), the supervision and legislation roles are not divid-
ed and not working effectively.#? That is why the European and national legislation are
not in line with each other; the European regulation is thus unsatisfactory.

POSSIBLE SOLUTIONS

As an ad-hoc solution, the Hungarian Guarantee Fund reached an agreement with the
Romanian FGA: it compensates any involved former client of Astra up to the limit of
€100.000 (RON 450.000 per incident), which is determined by Romanian law. There
are some administrative burdens - e.g. data exchange or claims must be presented in
the Romanian language.*® However, there is an EU directive (concerning winding-up
procedures), which states that the claims should be possible presented in the na-
tional language where the company provided its services - in this case, in Hungarian.

To avoid or to handle similar cases we can draw up several recommendations.
First, tone should turn to self-regulation through Insurance Guarantee Schemes (IGS).
IGS effectively provide a last-resort protection for consumers when insurance com-
panies are unable to fulfill their arising contractual commitments. Consequently, they
protect people against the risk that claims would not be met if their insurer becomes
insolvent. There may be different issues with this solution.** One concern can be that
only a few EU countries have insurance guarantee schemes in place for the time be-
ing, e.g. the UK, Ireland, Denmark, Malta, Romania, France and Spain®, although there
are specific EU directives for the banking and securities sectors (EU directive 94/19/
EC* (deposit-guarantee schemes), EU directive 97/9/EC# (investor-compensation
schemes)). Another concern can be that these guarantees necessitate compulsory
capital requirements. Finally, the guarantees are not viable for insurance companies.

The second recommendation to handle similar cases is constructive and proac-
tive, which includes cooperation among supervisory authorities, providing and shar-
ing more information with each other.
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Another solution may be to establish a European Joint Guarantee Fund, which is
now unlikely to materialize because of the differences in national regulatory frame-
works. Alternatively, it may be necessary to prepare national legislations to handle
such complicated cross-border insolvency situations. If national laws were enough
to cope with these situations, the Hungarian GF would not have been forced to sign
complex agreements with the Romanian FGA, nor would these be necessary in the
systems of international claims handling operating in the framework of the Council
of Bureaux.®4 Furthermore, if a Member State is hosting insurance undertakings
operating under FOS from more countries, the regulations of the host country would
need to be harmonized with the regulations of the other Member States, which would
obviously be impossible.

A possible amendment of the Motor Insurance Directive (MID) could solve only
a tiny fraction of these problems, since it could not handle all the aspects of wind-
ing-up, insurance contract law and civil law procedures, which are very much con-
nected to the whole problem, and are at least as important obstacles as the lack of
financial assets itself. In some countries (such as Romania or the UK) the guarantee
funds also cover other branches of insurance (life insurance, property insurance, etc.)
which again exceeds the scope of the MID.%0

The EIOPA must be an effective coordinating body of both the national super-
visory authorities and the markets concerned with the bankruptcy situation. The
Guarantee Funds of the affected countries must be authorized to communicate
with the EIOPA (or the competent European body) directly concerning: 1) All in-
formation leading to the smooth handling of the claims of the injured party; 2) All
proposals, which could protect the clients of the insolvent insurance company, and
Guarantee Funds from further financial impacts of such a situation.®" This solution
is a very radical solution. For that reason, without clear regulation it is not recom-
mended, because of the potential cross-border MTPL prohibition.

The case of Astra is not a unigue problem in the EU, similar cases can be found.
Therefore, in the following, we briefly introduce the two main important cases: the
case of the Ineas Insurance Agency BV and the Enterprise Insurance Company.

2.3 Similar European cases

2.3.1 The Ineas Insurance Agency BV case

The first European online insurance company, Ineas Insurance Agency BV, was founded
in the Netherlands, in 1997 with the aim of providing low-cost insurance products. Its
headquarters was in Amsterdam and it had offices in Cologne, Barcelona and Metz
Tessy. The company dealt with motor insurances, associated services and distributed
general insurance products.® Its main product was motor liability insurance, which was
sold in the Netherlands, but with around 90%, outside of the country, in Germany, Spain
and France.%*%In 2010, the company had fiscal and liquidity difficulties and its bankruptcy
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proceedings had begun, which ended in bankruptcy in 2016.5° The process affected
100.000 contracts and 7.000 open claims.

Under the liquidation process, these portfolios were transferred and covered by the
Dutch Guarantee Fund, while at the international level, the signed agreements were nor-
mative.%

2.3.2 The Enterprise Insurance Company case
The Gibraltarian Enterprise Insurance Company was founded in 20071 and was reg-
ulated by the Gibraltar Financial Services Commission (GFSC), which aimed to syn-
chronize its regulation with the UK regulations and legislation in the case of the insur-
ance industry. The company provided cross-board services (motor insurance) issued
in the United Kingdom, the Republic of Ireland, France, Italy and Greece. In July, 2016,
the Supreme Court of Gibraltar appointed a liquidator to manage the company cases,
while it had a prospective balance sheet deficit of £96 million.>” The communication
of the insolvency was directed mainly by the GFSC, who informed the EIOPA and the
relevant financial services regulators and compensation schemes in France, Greece,
Italy, Norway, Ireland and the UK %8

After the liquidation announcement, in late July—August, brokers who sold Enterprise
Insurance Company products were advised to inform policyholders about the insolvency
of the company. The GFSC issued a webpage ‘enterpriseinsuranceclaim.com’ to inform
the public.%® Additionally, the Financial Services Compensation Scheme®® opened a QA
section about the Enterprise Insurance Company PLC. In October 2016, the Company's
motor insurance policies were no longer valid. For that reason, the policyholders in the
United Kingdom were transferred with their claims to Gallagher Bassett International Lim-
ited.®"%2 |n France, the policyholders had to notify Eurodommages, while in Italy the valid
claims were processed according to the Italian regulations. Around 14.000 policyholders
in the Republic of Ireland were covered by the Wrightway Underwriting Ltd.%® Finally, in
Greece, the Enterprise Insurance Company Plc (in liquidation) was the responsible body.®*
In December 2016, the liquidator cancelled 200.000 Motorway Direct policies and 6.000
NCI Roadside Assistance policies, which were transferred to new insurers.®

2.4 Lessons at the Visegrad level
2.4.1 Existing Visegrad cooperation
The privatization process attracts strategy foreign investors, who initially invest in the
banking or insurance sector and thus gaining notable FDI inflow for the hosting coun-
try. Furthermore, usually horizontal services are offered by the financial sector in the
home and host countries.® Therefore, the joint cooperation in this field for the V4 coun-
tries could be a key issue.

In the Czech presidency (June 2007-June 2008) the idea of experience sharing was
set in the field of bearers of insurance in/between V4 countries and the comparison
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of the achieved success of the insurance contribution collection.®” The last Polish
presidency (July 1512016 —June 30" 2017) set the cooperation in the financial sector
as a key element. According to the goal, a frequent meeting should be organized
by experts to scrutinize the European Deposits Insurance Scheme and Deposit
Guarantee Scheme.%® Finally, the congress has to discover innovative solutions for
financial and insurance sectors.®

2.4.2 Existing best practices useful to the Visegrad countries

There are existing best practices, which can contribute to the convergence and han-
dling of situations such as the Astra case. For instance, MABISZ (Association of Hun-
garian Insurance Companies) introduced an online fee calculation system for MTPL
(called ‘Dijnavigator’.”®) Using this system, consumers can learn about the current
active domestic compulsory motor liability insurance market and reach the insurers’
offers and discounts. A similar platform could be introduced in the V4 countries.

Another existing benchmark could be the Annual Cost Rate, which was created by
MABISZ as well, in 2009, in order for consumers to easily compare the unit-linked life
insurance products. This way, the insurers’ offers are more transparent and compara-
ble.”” This Annual Cost Rate method became part of the PRIIPs (Packaged retail and
insurance-based investment products) regulation at the EU level.

Until a common EU regulation (oversight, guarantee fund) is adopted, it is worth to
consider using the ‘place of business activity’ rule, i.e. the service providers (including
insurance companies) should be controlled (financial and prudential oversight by re-
sponsible national authorities) in the state where they do business including the branch
offices of foreign companies. They have to be part of the national guarantee schemes
as well (including obligatory contributions to the guarantee fund, if such exist.)

ISSUES OF THE BANKING SECTOR

3.1 General aspects and problems

The legislation and supervision of the bank industry is very strong on an international
and European level. The 2008-2009 global crisis highlighted the shortage of regula-
tion of the financial and banking sector and new regulations were introduced in order
to avoid a similar crisis. On the international level, the Basel Committee on Banking
Supervision developed Basel lll, which is a comprehensive set of reform measures to
strengthen the regulation, supervision and risk management of the banking sector. The
goals of the measures are 1) to improve the banking sector’s ability to absorb shocks
arising from financial and economic stress; 2) to improve risk management and gover-
nance and 3) to strengthen the banks’ transparency and disclosures.”?
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On the EU level, there are several regulations on e.g. over-the-counter (OTC) deriva-
tives, on settlement and central securities depositories, on venture capital funds etc.
EU regulations are directly applicable in all EU countries and the European Commis-
sion monitors the adoption and correctness of the relevant national measures.”® As
the result of the financial crisis, Euro Area banks have substantially strengthened their
solvency ratios by raising significant amounts of capital. The average common equity
tier 1 capital (CET1) increased from 7% in 2007 to 14% for 2017. According to the Vice
President of the ECB, the solvency position of European banks is robust. Nowadays,
the main concern is the low profitability of the European banks in an international com-
parison. The structural challenges of the European banking sector include customers’
difficulties, such as the hardship of opening an account, because of the need for a
local/national place of residence/home address, the poor exchange rates offered by
the banks or the high fees of transferring money.” The main issue is the large stock of
non-performing loans (NPLs) as a legacy of the 2008 financial crisis, cost inefficiency
and excess capacity.”®

Inthe EU, the average rate of non-performing loans was 5,1% in December 2016, which
shows a slowly decreasing trend in comparison with 6,5% in December 2014 and 5,7% in
December 2015, but it is higher than in 2008 or in other major developed countries.” In
2008, the average NPL ratio in the EU and the EA was 2,8%, which increased respectively
to 6,41 and 7,89% by 2013. After this peak, a decreasing trend can be observed until now-
adays.”” In comparison, the World Bank”® reported NPL ratios of about 1,5% for the United
States and Japan at the end of 2016, which are about one-third of the EU level. There are
huge differences among the Member States, which can be divided into three groups: 1)
countries with historically low NPL ratios without any increase during the crisis; 2) coun-
tries with significantly increasing NPL ratios during and after the crisis; and 3) countries
with a generally high level of NPLs.

As it is shown in Figure 4, all of the Visegrad countries were classified into Group 2,
where the NPL ratio is quite low, but significantly increased during the crisis. The NPL
ratios in Hungary and Poland are higher than the EU average but they are decreasing.
In sum, the V4 countries have €17bn worth of non-performing loans, which is just
about 2% of the total in the EU (including the United Kingdom). The peak was in 2013;
since then, the NPL ratio has been decreasing in these countries. Similar trends can
be observed in the whole of the EU. However, these NPL ratios are close to the EU
average (with the exception of Hungary); these should be further decreased in order
to increase the profitability of the banking sector. In general, an increased NPL level
is a risk for banks, countries and the banking sector as well. A high or increasing NPL
level is directly correlated with low profitability and inefficient capital allocation at a
general economy level, thereby hindering economic recovery and/or growth.”
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3.2 Polish cases

Poland has suffered from several financial scandals, such as Rentier DK, Skyline,
Galicyjski Trust Kapitatowo-Inwestycyjny. Fundusz Obstugi Zadtuzenia Zagraniczne-
go (FOZZ) and Amber Gold.8* The problem was the pyramid scheme in each case. In
the case of FOZZ, established in 1989 with the aim of paying back the Polish national
debt, but the money was transferred to companies in tax heavens. More than 50% of
its actions ended with loss, which created PLN 334 million deficit for the Polish Trea-
sury.8 Amber Gold was promising extraordinary high annual return through invest-
ment in precious metal.® Instead of investing the new clients’ payments, the com-
pany paid off the older clients.®” The largest amount, which was invested from one
client, was PLN 3.2 million; 67 individuals invested around PLN 500.000 and 1.170
people invested more than PLN 62 000.88% Between 2009-2012, around 19.000 cli-
ents were involved with € 200 million, and only 1/3 was recovered.®® Similar cases
may happen in any Visegrad countries and can affect clients from different countries.
In this case, we can ask — who supervised these companies and why couldn't any
authority do anything?
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3.3 Existing best practices useful for Visegrad countries

Besides the challenges of the banking sector, there are existing best practices in the
world/EU, which should be adopted at a EU level or extended to the V4 countries in
order to increase the efficiency of the operation of the banking sectors.

In general, SMEs face more problems than the big companies as some banks
(the majority of foreign owned banks operating in Poland®') do not offer services for
small firms (or the fees are too high). The creation of a website that compares the
offers of banks would be a helpful solution and ensure transparency and access to
information, which is a critical factor for effective competition.

It is worthwhile to create a website on the V4 level, which can compare the of-
fers of banks in the involved countries. Similar solutions already exist, the Austra-
lian Infochoice®? or the American Credio®, within the V4 countries, the Hungarian
Bankvaltas.®*

Moreover, the functioning of the GIRO system (Hungarian clearing house) could
be a benchmark on a V4 or even on an EU level, which may be helpful in the har-
monization of the sector and would increase the quality (rapidness) of cross-bor-
der services. Unfortunately, nowadays there is no specific interest in deepening
cross-border supervision or European oversight, the interest lies in consumer pro-
tection and quality services.*®

Another existing good practice to improve the operation of the European banking
system is the introduction of a new law that enables the creation of the central da-
tabase of bank account numbers that should facilitate the fight against tax evasion.
A similar law was introduced in the Czech Republic recently®, which should serve
as a basis for the further expansion of the Visegrad and then EU level.

CONCLUSIONS

This paper aimed to examine the role of the financial sector and its potential diffi-
culties within the internal market, focusing on the Visegrad Countries. One of the
main indicators of development is the share of services, more precisely the finan-
cial services. This is the sector in which case the share of the services in the EU and
the Eurozone is greater than the world average, while in the case of the Visegrad
countries it is notably lower. Its added-value appears in the high employment rate
as well. However, there is a significant difference in the employment rate of the sec-
tors between the EU and the V4 countries, which shows further room for potential
improvement.

As it was shown, through the diverse economic performance and development,
some deficiencies could be observed in the functioning of the internal market in the
EU, especially in the insurance sector. To reduce the potential risk of trading with
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financial services within the internal market, the EU issued a complex regulation
framework (Second Report on Competition Policy, Solvency Il Directive, Directive
2014/51/EU, Delegated Regulation (EU) 2015/35.) The EU delegated the ‘supervi-
sory authority’ to national authorities by using the national contract laws during the
insurance trading process. Furthermore, it is compelled to set a national deposit
guarantee scheme.

While the EU has the biggest insurance market in the world, its efficiency is a
key issue. In the Visegrad countries, the shares of foreign-controlled undertakings
are notable. This fact brings the Romanian Astra, the Dutch Ineas Insurance Agen-
cy BV and the Gibraltarian Enterprise Insurance Company cases into the focus of
this paper. These cases draw attention to the problems of the system. These in-
surer companies provided cross-border insurances, mainly MTPL, and finally they
became insolvent and declared bankruptcy. These processes show that the leading
position and the great annual revenues are not sufficient indicators of the compa-
nies. During the “foreign” companies’ insolvency processes, the different legisla-
tions complicated and prolonged the compensation process of the clients.

At the V4 levels, the need of joint cooperation is recognized. In the last decade,
different presidencies drew attention to the issue of experience sharing, cooper-
ation and involvement in the field of European Deposits Insurance Scheme and
Deposit Guarantee Scheme and innovative solutions.

However, the legislation and the supervision are stronger and more transparent
in the banking sector than in the insurance sector; the recent financial crises drew
attention to some shortcomings. The Basel Ill reforms were introduced to strength-
en the legislative processes and the risk management. The banking sector has to
absorb shocks, which is why strong transparency and deliberate governance are
needed. In the case of the EU, the regulation system is harmonized through the
rule of direct applicability for the Member States. Although the solvency position
of the banks is stable, their profitability is lower in the international stage. This is
caused by the structural challenges of the European banking sector, the difficulties
of account opening, money transfer, but mainly the respectively increasing ratio of
non-performing loans. The Visegrad countries’ NPLs ratio increased significantly
during and after the crisis and it has a key importance to stabilize their decrease to
further convergence.

RECOMMENDATIONS
Our recommendations based on the research on the insurance market, which was
done in this field, are as follows: The EU should place greater emphasis on regu-

lating the framework of policyholders’ claims and focus on creating the Common
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European Sales Law. Visegrad countries should urge this. By this movement, the
different legislations and procedures in the Member States can be reduced or even
abolished. Furthermore, the guarantee obligation of national Guarantee Funds to
pay compensation should be harmonized, which can reduce the duration of the
pending processes and increase efficiency. Another recommendation is that the
national supervisory authorities should receive supervision rights over “foreign”
companies. Other key points are that a harmonized concern (such as the self-reg-
ulation role) should be achieved in the case of the Insurance Guarantee Schemes
(IGS) combined with setting up a Motor Insurance Directive (MID) and a smooth
communication with the EIOPA. Finally, an online fee calculation system, annual
cost rate system and, in the case of liquidation problems, an information webpage
should be created at least on a V4 level and the Visegrad countries may urge the
creation a similar on an EU level.

In the case of the banking sector, a webpage should be set up at an EU or V4
level, where the different banking offers can be compared. Through the increased
transparency, the ratio of cross-border banking services could increase and the
SMEs could easily obtain information about their potential financial investors. Final-
ly, the use of an EU level GIRO system and / or a central database of bank account
numbers would support the increase of the efficiency in the banking sector.
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