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It is a pleasure to be talking to you so soon after the historic events of 1 May. The enlargement of the European Union marked the reunification of Europe some 60 years after World War II.

This was also the largest enlargement in the 50 year history of European integration. We all know the figures: 10 countries from Eastern and Southern Europe that have now become EU Member States, an increase of two thirds in our membership; an addition of 20% more people, taking the population of the Union from 380 to 455 millions; an addition of 5% in terms of GDP.

The EU has confirmed its position as the largest regional market in the world, bigger now than the US, Mexico and Canada combined, accounting for 20% of world trade in goods and services and contributing more than a quarter of the world's total gross domestic product and more than 45% of global outflows of foreign direct investment.

Moreover, even these impressive figures are not enough to convey fully the immense historical and geo-political significance of the event for our continent. This Enlargement will bring huge benefits in political terms - promoting peace, stability and democracy across a wider geographical area, expanding the EU's ideals of freedom, tolerance, plurality and diversity.

It also helps confirm the healing of wounds that had divided Europe for two generations. It stems also from the deep-felt desire of the peoples of the new Members to be part of a union of nations that is based on the shared ideals of democratic institutions, human rights, protection of minorities and the rule of law. In this, there can be no doubt that the enlargement of the EU and the prospect of membership has been a powerful stimulus for political reforms, especially in the former centrally-planned economies of Central and Eastern Europe. These have buttressed democratic institutions and respect for human rights in the accession countries.

Closer integration with the European Union and the prospect of full scale integration following Enlargement has also supported the creation of competitive, socially oriented market economies. Thanks to the efforts of the peoples and governments of the new Member States, this unprecedented enlargement has greatly expanded the zone of peace, prosperity and stability that is the EU, to the benefit of all Europeans.

So the initiative of the ECE to organise this seminar on the implications of  Enlargement and the challenges of the post-Enlargement period is certainly a timely one. While the enlargement will bring considerable additional opportunities for trade, investment and enterprise across the continent, it will pose challenges as well, both for the Union and for our neighbours to the East and South.

For the EU, in economic terms, enlargement places the EU before the challenge of incorporating economies with very different levels of development and economic structures - and this against the backdrop of a complete system transformation in the countries concerned. Diversity in the EU will grow, that is sure; for instance, the share of the public sector and of agriculture in GDP is on average much higher in the new than in the old Member States.

But at the same time, this enlargement is not a "big bang" or complete leap into the unknown. For the countries of Central and Eastern Europe, the process of re-orientation towards the EU of their economies and their trade and investment links began already 15 years ago. 70% of the trade of the new Member States already took place with the EU, even before May 1. Compare that to the 1980s when trade relations between the centrally planned economies and Western Europe were limited in the extreme, highly regulated and mostly dominated by a narrow range of traded goods such as energy products. Since 1989, new Member States have attracted more than 150 billion euro in foreign direct investment from the EU. Two thirds of the net capital inflows into the new Member States originated from the old Member States.

So when people claim that Enlargement will lead either to a de-localisation of production from West to East within the EU or to significant negative effects for other trading partners from trade diversion to the benefit of EU suppliers, it is important to take both claims with a pinch of salt. We have already crossed this bridge, because economic actors have already been anticipating enlargement since the early 1990s.

Indeed, some of the new Member States are already starting to worry about de-localisation from their own countries further East - to Russia or Ukraine or indeed to China or India. Which goes to show that the increased external competition EU Member States are all facing is less a question of enlargement and more one of increased opportunities and challenges resulting from the end of the Cold War and from globalisation, which have opened up countries that previously were closed.

I firmly believe that this Enlargement will also help increase stability and prosperity beyond the new borders of the Union. It is a political imperative for the EU that the benefits of Enlargement are also shared with our neighbours; growing interdependence means that issues of security and prosperity no longer stop at borders. Enlargement offers an opportunity to extend our own co-operation with our neighbours and create a real "ring of friends" surrounding the EU.

As a result of Enlargement:

• 
the enlarged EU will be an even more important trading partner and source of essential inward investment for the countries of Eastern and South-Eastern Europe and Central Asia. In the case of Russia, more than 50% of its external trade will be conducted with the EU, compared to 35% before May 1, while the EU's role as the leading investor in the country will only be reinforced. The EU will also displace Russia as Ukraine's largest trading partner, with the EU25 accounting for 32.5% of all Ukraine's external trade.

• 
the larger internal market of the EU and the extension of the four freedoms will simplify and enhance the access by third countries into the EU market. Deeper integration will increase productivity and efficiency - meaning more choice and lower prices for consumers. The EU will become wealthier as a result: the economic gains have been estimated at 10 billion euros for the previous EU 15 and 23 billion for the new Members. This will stimulate demand for goods and services - an increased demand that our neighbouring countries will be well placed to help satisfy. Products imported into one of the Baltic states in full compliance with EU norms and standards can freely be traded as far as Portugal. A third country investor established in Poland will have the freedom to provide services throughout the EU 25 on the same conditions as operators from all other Member States. There will be a single set of trade rules, a single tariff and a single set of administrative procedures.

•
with the eastward shift in the centre of gravity of the EU, many of the new Members of the EU will bring their own strong interest, understanding and expertise in the countries and economies further to the East to the Council table and to the other European institutions in Brussels.

• 
overall conditions for trade with the EU will be simpler and more liberal. From 1 May, the new Member States apply the EU's common commercial policy, including the common external tariff, preferential trading regimes under the EU's regional trade agreements and unilateral preferences under such trading arrangements as GSP, EBA (for the LDCs) and our special regime for the countries of the Western Balkans. 


There are two small exceptions to the adoption of the common tariff - for imports of aluminium into Hungary and certain textile products into Malta, but these are limited both in scope and time. Moreover, since tariff protection in the new Member States was on average higher than in the EU, average tariff protection levels will come down - from 9% to 4% - as new Members will now apply the Community's external tariff.

•
the EU's strong commitment to the open, multilateral trading system founded on the WTO will remain unchanged. We will continue to work with countries negotiating their accession to the WTO to bring those negotiations to fruition as soon as possible on mutually acceptable terms. The EU will remain outward looking and the basic tenets of our trade policy towards third countries - whether in the multilateral, regional or developmental context - will remain unchanged. There will be no sudden policy shifts as a result of having 25 countries around the table in the EU Council instead of 15. In fact, colleagues from the new Member States have been participating fully in all Council deliberations for the past year. Observers from the new Member States have also been able to participate in the work of the European Parliament and familiarise thelmselves with that particular component of European democratic political legitimacy, which has steadily been growing in importance.

Understandably, notwithstanding the overall positive implications of Enlargement, some of our trading partners have raised a number of concerns in connection with the consequences of enlargement for specific products of export interest or particular aspects of the application of the EU's single trade regime by the new Member States. We have taken all of these concerns seriously and entered into consultations with our partners to establish the scale of the problem and seek appropriate solutions.

But often, consultations have shown our partners' concerns to be somewhat exaggerated. Perhaps this is only to be expected, since countries often seek to strengthen their negotiating hand by over-stating their case. To give one example, Russia - our largest trading partner in Eastern Europe - regularly used to claim that this Enlargement would cost it anything up to 500 million dollars per year in lost trade.

Two weeks ago, we signed a Protocol with them on the extension of the EU/Russia Partnership and Cooperation Agreement and issued a Joint Statement on EU Enlargement and future bilateral relations, in which we addressed a number of concerns that Russia had raised previously. Explicitly, in our agreement, Russia acknowledged that Enlargement was in fact a positive development and that it would lead to improved conditions for trade. What happened to the 500 million dollars? In fact, by our own calculations, Russia stands to benefit by some 325 million euros per year from enlargement.

We have negotiated with partners or taken steps to expand EU quotas - for example on steel and textiles - to take account of traditional trade and demand in the new Member States. We shall also adjust our TRQs. We have indicated our readiness to review trade defense measures to ensure that they are still valid for the expanded market of 25.

With our WTO partners, we have initiated the negotiating process for compensation for any negative implications from changes in tariffs applied on goods imports. But I must say that so far, our partners are finding it quite a challenge to substantiate any claims of significant damage to their trade interests. Indeed, unlike during the last two Enlargements of 1986 and 1995, we have not been faced with immediate threats of trade retaliation from the US or any other WTO partner. I take that as a clear but tacit sign that our partners have also recognised that the overall trade impact of enlargement will be beneficial, also for them.

Let me close by looking ahead. What should our neighbouring countries do to ensure they are able to benefit as much as possible from the additional possibility offered by EU Enlargement? Essentially, they will need to continue their own reform process, in which domestic policy choices will be key.

Countries should aim for macroeconomic stability to give a predictable economic environment; structural reforms to help make their firms and services suppliers more competitive, enabling them to compete more effectively on the EU market; approximate legislation bringing rules and regulations closer to those of the EU; ensure a transparent, stable and trade-and investment-friendly regulatory environment which will improve their own ability to draw in increased FDI to support their own economic development.

Finally, a word of reassurance on the future for the ECE. The organisation has certainly not lost its raison d'être as a result of the Enlargement: the enlarged EU will not render it suddenly redundant . Nevertheless, our focus will shift. We should avoid overlaps and strive for complementarities. Clearly many of the objectives pursued by the ECE in promoting regional economic integration, regulatory co-operation and the development of more modern regulatory structures, and in supporting the sustainable economic development of individual countries in Eastern Europe, the South Caucasus and Central Asia will remain very much in tune with the external policies of the European Union towards the region. Indeed, they will need to.

Regulatory convergence is a key component of the economic strand of the EU's wider Europe and European Neighbourhood policies, as well as our Common European Economic Space initiative with Russia. The European Commission will be finalising proposals on the European Neighbourhood policy tomorrow. We hope to make details available as soon as possible.

The EU is a major provider of technical assistance and capacity building support in the regulatory field as in many others. But this does not mean that there can only be duplication between the work of the respective institutions even if UNECE/EU relationships will have to be reviewed in relation to the implication of the dynamic EU "New neighbourhood policy". Moreover, I am sure that the ECE will continue to bring its expertise and contribution, for example in such fields as work on trade facilitation statistics, environment and transport issues, to the economic development of the ECE region.

Given the proximity of the single European market and the significance of the EU as a trading partner and source of investment, there is obvious logic in the regulatory structures and approaches of our neighbours to follow or mirror those of the –EU to a certain extent. The concordance of regulatory systems - making them compatible rather than necessarily always fully identical - will help entrepreneurs and traders in the region develop additional possibilities for beneficial economic contacts with the EU.

ECE activities could also usefully be oriented towards this end as a complement to EU actions. Because of our geographic proximity, ECE member countries stand to gain considerably from trading with and investing in an integrated market of the size and wealth of the EU. This could well be the most significant and durable benefit of enlargement, particularly when our many of our neighbouring countries are engaged in initiatives that are based on promoting regulatory convergence with the EU acquis.

Thank you for your attention.

