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A cross-party peace
deal threatens to come

unstuck, writes
Frederick Studemann

1n less than two weeks, Slov-

enia will reach another
milestone in its journey
from the wreckage of social-

ist Yugoslavia to the interna-
tional mainstream when it
assumes the rotating presidency
of the European Union.

For the small Alpine republic
of 2m people that did not even

exist as an independent state 20

years ago, it will be quite an
achievement. Slovenia is the first
of the EU's "class of 2004" of new
members from formerly commu-

nist central and eastern Europe
to take charge of running the
political machinery of the
27-state bloc.

But the honour of the six-

month presidency - which fol-

lows earlier milestones of EU and
Nato membership, entry into the
eurozone this year and, this
week, joining the Schengen open-

border regime - is also a big and

very public test for one of the
union's newest and smallest
members. In the words of Janez
Jansa, prime minister, Slovenia
is "a small country with a big
challenge ahead".

The most immediate test is the
issue of Kosovo. Slovenia had
hoped that some resolution to
the question of Kosovo's future
might have been found before it
was handed the presidential
baton. But now as the EU takes
over the role bequeathed by the
United Nations of holding the
ring in Pristina, Ljubljana faces
the tricky task of helping to bro-

ker a common EU response to
the former Yugoslav province's
ambitions for independence. It
must do this while not damaging
its own interests in the Balkans.

Even before Kosovo returned
to the headlines, Slovenia had
committed itself to using its pres

idency to put the western Bal
kans and their prospects for

Presidency
of EU is

big test for
nation

enlargement back on the EU
agenda. In particular, it hopes to
see each of the countries of the
former Yugoslavia advance at
least one step in their respective
accession journeys. Serbia, for
instance, should progress from
having initialled a "stabilisation
and association agreement" with
the EU to actually signing it.

As well as acting as advocate
for its neighbours, Slovenia's
other priorities include oversee-

ing the ratification of the EU's
Reform Treaty, signed last week,

giving a renewed boost to the
Lisbon strategy for improving
the competitiveness of the Euro
pean economy, and continuing
efforts to try to craft a common
stance on energy and climate
change policy.

The sheer logistical task of
organising a presidency has been
daunting. For one of the EU's
smaller countries it is a task that
diplomats have likened to towing
a 747 jumbo with a bicycle.

The foreign office in Ljubljana
has trebled its staff in Brussels
while back in Slovenia skeleton
teams plan for the 150 meetings
of EU ministers and bureaucrats
due to be held in the country,
many in a purpose-built centre
just outside the capital's airport.

Slovenia plans to run what offi-

cials candidly call a "Commis-

sion presidency" in which the
Brussels bureaucracy will have a

significant say. Assistance is

coming from other member
states, particularly Germany and

Portugal, which preceded Slove
nia as holders of the presidency,
and France, which is set to fol-

low in mid-2008. Paris will, in
effect, lend Slovenia its embas-

sies for use as EU presidency out-

posts in those countries round
the world where it has none.

The presidency has also domi-

nated government time. "I and
my coileagues ¦ are every day
somewhere ... dealing with Euro
pean issues," Mr Jansa told the
FT in an interview last month.
"And in the first half of next year
the situation will be even worse."

To focus on the presidency, Mr
Jansa agreed a cross-party peace

deal. With elections due late next
year the prime minster did not
want the "national project" of
the EU presidency to be under-

mined by domestic electioneer-

ing.
Last month that deal threat-

ened to come unstuck. Rising
public dissatisfaction with his
government culminated in a

humiliating setback for the
prime minister when his pre-

ferred candidate for Slovenian
president was roundly rejected
by voters. Mr Jansa sought to

regain the initiative with a vote
of confidence. He won the vote
but did little to improve his cred-

ibility - which has declined
markedly over the last year.

Elected in 2004 with a mandate
for change, Mr Jansa's four-party
centre-right coalition govern
ment is now dogged by claims
that it has not delivered on its
original promises for sweeping
economic reforms.

Headline economic figures are
impressive and well above the
European average. Growth for
this year is forecast to be 6 per

cent, the best for a decade, slow-

ing to 4.6 per cent in 2008.

Exports jumped more than 17 per
cent in the first three quarters of
2007. Unemployment is at a his-

toric low but there are concerns
for the longer-term vitality of an
economy facing the combined
challenges of a fast-ageing popu-

lation, overdue welfare and
labour market reforms and the
threat of growing competition
from its regional neighbours in
south-eastern Europe. "The econ

omy is not competitive enough,"

says Boris Majcen, director of the
Institute for Economic Research.

The introduction of the euro at
the start of the year has passed
off smoothly. But the arrival of
the single currency has done lit
tle to change Slovenia's tradi-
tional caution towards fully liber-

alising the economy and allowing
foreigners to take control of
important assets. In one of the
legacies of Slovenia's "gradual-
ist" approach to transition, the
state remains a significant player
in many sectors.

Privatisation is being pursued
- but slowly. Last month, shares

in NKBM, the country's second

biggest bank, were offered to the
public in a "popular privatisa
tion". Next month submissions
are due for a 49 per cent stake in
Telekom Slovenije, currently the
biggest privatisation candidate.
Bankers, however, caution that
the government may pull or post-

pone the sale if bids are not close

to the current high market price.
The planned sale of part of the

government's holding in Zavar-

ovalnica Triglav, the country's
largest insurer, was halted by a

referendum forced by the opposi-

tion that accused the government
of irresponsibly selling off a

national asset.

"The government is pulling out
of the economy, but in those sen-

sitive [areas] where the opposi-

tion is making a noise we are

meeting
problems," says Mr

Jansa.
Meanwhile a rise in inflation

and possible over-heating of the
economy have drawn criticism
from senior European monetary
officials and fuelled opposition
attacks at home. Knock-on
demands for higher wage settle-
ments pose a risk to competitive
ness.

Mr Jansa says that in a coun
try with a tradition of consensus,
he was simply unable to drive
through painful reforms. Critics
accuse him of lacking the politi
cal will to take tough decisions.
The prime minister's attempts to
blame retailers for rising prices
and fuelling inflation have Ied to
ugly exchanges between the gov
ernment and business leaders.

Despite such domestic chal
lenges, most observers believe
that Mr Jansa will survive the
EU presidency. However, with all
eyes on the elections later in the
year, such stability is unlikely to
last. "The moment the [EU] presi
dency comes to an end, the
knives will be out. It will be terri-
ble," forecasts one Ljubljana-
based western diplomat.
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