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I. SUMMARY 
The minority social democrat government led by Milos Zeman has concluded an amended 
agreement with the main opposition party, the ODS, led by former prime minister Vaclav Klaus.  
Under the agreement, the ODS will not support any motion of no-confidence in the government.  
In return, it hopes to secure an agreement to change to majoritarian voting system for national 
elections.  The other main opposition parties meanwhile have agreed to field a common list of 
candidates at the next elections. 
 
There remain concerns about the treatment of the Roma minority.  Although the proposed wall in 
Maticni Street in Usti nad Labem has been taken down, tensions remain high.  A recent report 
for the US State Department highlighted various concerns.  More positively, Council of Europe 
observers spoke of progress during a recent visit. 
 
Negotiations on enlargement continue.  By the end of the Finnish Presidency, 18 out of 31 
chapters had been opened, out of which 8 could already be temporarily closed.  It was hoped to 
open the remaining chapters by the end of the Portuguese Presidency.  The Czech government is 
also keen to ensure that the pace of negotiations is not slowed by the need to agree on 
institutional reform within the EU. 
 
The economy is likely to continue in its current trend of gradual recovery, aided by the expected 
restructuring of traditional industries and a new wave of privatisations.  However, the qualitative 
change necessary to guarantee the country's successful entry into the EU and sustainable growth 
has not yet occurred.  The legal and institutional frameworks do not yet provide sufficient 
security to investors and creditors, although minor improvements were implemented in the 
second half of 1999, with more scheduled for the beginning of this year. 
  
It is expected that GDP will record moderate growth of 1.5 to 2.0% this year, largely owing to 
further improvements in exports and the continuation of the current mix of moderately 
expansionist fiscal policy and soft monetary policy. 
 
 
II. POLITICAL SITUATION 
a) Recent History 
The Czech Republic was formed at the break-up of the Czechoslovak Federal Republic on 1 
January 1993.  The preceding Czechoslovakia came into existence after the break-up of the 
Habsburg Empire after the first world war.  Between the wars it was one of the more advanced 
countries in the region, both economically and politically.  As part of the appeasement process, 
the UK and France acquiesced in the Munich agreement in 1938, allowing Hitler to annex parts 
of the country, occupying Bohemia and Moravia in March 1939.  After the war, the Communists 
won 38% of the vote in Spring elections, giving them a strong position in government, which 
they used to establish an effective monopoly of power and eliminate all opposition by 1949.  
There then followed the complete nationalisation of industry, and the evolution of an economic 
strategy of becoming the supplier of heavy equipment to the Soviet bloc. 
 
In the 1960s, divisions within the ruling party came into the open in 1968, with what became 
known as the "Prague spring".  Calls for economic reform were heeded by a new party 
leadership under Alexander Dubcek, who allowed the collapse of censorship but opposed calls 
for party pluralism.  The democratisation process was crushed by armed intervention by 
Czechoslovakia's allies in the Warsaw Pact on the night of 20/21 August.  In April 1969, Mr 
Dubcek was removed from his party position and replaced by Gustav Husak, who was prepared 
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to cooperate fully with the Soviet leadership.  There followed a process of what the leadership 
termed "normalisation", where 500,000 of the 1.65m party members were expelled or resigned 
from the party.  Most of these subsequently suffered demotion at work or dismissal, economic 
reforms were reversed and the system reverted to its old centralism, leaving a very small 
dissident movement based around groups of ex-communists, intellectuals and religious activists.  
This movement found its best known expression with the human rights document Charter 77, 
one of whose signatories was the playwright Vaclav Havel. 
 
Throughout the 70s and 80s, the government cracked down ruthlessly on all forms of dissent, but 
once communist power collapsed in East Germany, it was no longer possible to stop open 
opposition.  A street demonstration organised with official backing to commemorate the 50th 
anniversary of the Nazi execution of a student leader on 17 November 1939 led to police 
violence against students.  Strikes and demonstrations escalated and half a million people were 
on the streets of Prague on 24 November to witness the return to the political scene of Mr 
Dubcek.  Mr Havel meanwhile joined other dissident groups on November 19 to create the Civic 
Forum, a broad umbrella organisation demanding sweeping changes.  After a two-hour general 
strike on 27 November 1989, the authorities agreed to negotiate with the opposition and finally 
relinquished power.  A Government of National Understanding was appointed on 10 December 
with a non-communist majority.  Well-known former dissidents occupied prominent positions.  
On 29 December, Mr Havel replaced Mr Husak as President.  The peaceful nature of the political 
change led to this being called the Velvet Revolution. 
 
Civic Forum won the elections of June 1990, followed by a period which saw the gradual 
emergence of clearly defined parties. After a split in Civic Forum, the Civic Democratic Party 
(ODS) emerged under finance minister, Vaclav Klaus, and quickly became clearly defined as a 
right-wing party.  Some Civic Forum MPs joined the Czech Social Democratic Party, forming a 
party of the non-communist left.  The 1992 elections confirmed the new structure within the 
Czech lands, with the ODS winning convincingly on a platform committed to economic reform.  
At the federal level, however, no accommodation could be reached with the dominant political 
force in Slovakia, the Movement for a Democratic Slovakia led by Vladimir Meciar.  There were 
disagreements over the reforms being carried out, and disquiet that the special concerns of 
Slovaks were being ignored.  To solve this, parliament voted on 25 November 1992 to terminate 
the federation, even though polls should a majority of the population favoured continued 
integration.  Elections in 1996 reduced the ODS-led coalition to a minority government, but in 
the absence of a united opposition was able to carry on. 
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Elections to the Lower House of the Czech Parliament took place on 19-20 June 1998.  The 
results were as follows: 
 

PARTY 1994 
SEATS 

1998 
VOTE 

1998 
SEATS 

Civic Democratic Party (ODS) 68 27.7 63 
Christian Democratic Union - Czech People's Party 
(KDU-CSL) 

18 9.0 20 

Freedom Union (US) 0 8.6 19 
Czech Social Democratic Party (CSSD) 61 32.3 74 
Communist Party (KSCM) 22 11.0 24 
Republican Party (SPR-RSC) 18 3.9 0 
Civic Alliance 13 - 0 
Others 0 7.4 0 

 
 
b) Institutions 
The present constitution was adopted in December 1992, shortly before the break-up of the 
federal republic.  It laid down a 200 member Czech parliament as the new supreme body, elected 
every four years by proportional representation, with a 5% threshold for gaining representation 
in parliament.  A second chamber, the Senate, was formed after elections in November 1996, 
with 81 constituencies electing members in a two-round, first-past-the-post system.  The role of 
the Senate is still being defined.  The president is elected by the two parliamentary chambers, 
and has relatively few powers.  Mr Havel was elected to a second term in February 1998. 
 
The constitution emphasises the independence of the judiciary, with no one having the power to 
remove a judge.  The constitutional court, the ultimate arbiter of constitutional issues, is made up 
of 15 judges appointed by the president on the recommendation of the Senate.  The system of 
courts is designed to include five levels, from district courts to a supreme court, with judges 
nominated for an unlimited period. 
 
c) Recent Developments 
i) More difficulties for the government 
CSSD chairman Milos Zeman’s minority government has renegotiated an amended opposition 
agreement with the major opposition party, the ODS, led by Vaclav Klaus.  Signed on 26 
January, the new deal widened the scope of the opposition agreement, dating back to July 1998 - 
with the following five additional clauses:  
- common guidelines on the state budget and budget outlook to 2003; 
- a renewed commitment to reform the electoral system; 
- more collaboration on preparation for EU accession; 
- a number of medium term policy commitments by the government, and,  
- new procedures for inter-party communication and ODS policy vetting. 
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 The introduction of these new clauses has not seemed to have changed the nature of the 
opposition agreement, which is more a deal on power than a policy-oriented pact.  In return for 
not to taking part in attempts to unseat the government, Mr Klaus obtained key political 
positions, including chairmanship of both houses of parliament, and a commitment by the 
government to introduce a majoritarian reform of the electoral system.  The continuation of the 
opposition agreement has also killed off any possibility of a coalition with other opposition 
parties, which refused to consider negotiations unless the opposition was ended. 
 
Mr Zeman has managed to survive with its minority government thanks to the support provided 
by the ODS.  However, Mr Zeman’s party has lost a great deal popular support as a result.  The 
alliance has also been cited as one cause for the CSSD’s failure to pursue its anti-corruption 
programme which has been sacrificed, on the one hand, for the sake of the opposition agreement 
and undermined, on the other hand, by cases of corruption occurred within the CSSD itself. 
 

ii) Other parties 
The main opposition to the two party dominance might come from the four-party coalition, 
formed by the Christian-Democrats (KDU-CSL) and the Freedom Union (US), Civic Democratic 
Alliance (ODA) and the Democratic Union (DEU), currently not represented in the parliament.  
According to January opinion polls, the opposition four-parties coalition, which has recently 
agreed on presenting a joined list in the 2002 parliamentary elections, would emerge as the 
largest formation in a new parliament. 
 
However, another opposition party, the Communist Party of Bohemia and Moravia (KSCM), has 
been gaining popularity, both as a consequence of people’s disenchantment with the government, 
and by means of an active effort towards a moderate restructuring of its image, especially 
seeking for the youth vote.  A February poll put the KSCM second to the ODS, respectively with 
17.9 and 21.6%, but among 18-to 29 year-olds the KSCM managed only 7.9% support, while 
among the over-60 year old the percentage reached 34.2%.  
 
iii) Roma 
According to a recent U.S. Report on Human Rights Practices submitted annually by the US 
Department of State to the US Congress, there remain problems in the Czech Republic with 
discrimination against Roma and the violence committed by the skinheads.  The report claimed 
that "police sometimes failed to take sufficient action in cases of threats or attacks against 
Roma."  
 
It said there was a big problem of skinhead attacks on Roma who are subject to widespread 
prejudice and suffer from social discrimination, insufficient political representation and uneven 
access to education.  However, the Roma had been unable to unite behind a programme or set of 
tools to advance their interests within the democratic structures of the country. 
 
The report claimed there were about 6,000 active skinheads in the Czech Republic whom Prime 
Minister Zeman wanted to outlaw, but he has not yet fulfilled the promise.  Racially-motivated 
attacks were frequent and their number was probably even higher than reported, as courts were 
reluctant to qualify attacks on Roma as racially motivated. 
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The report highlighted the case Maticni street in the north Bohemian town of Usti nad Labem, 
which received world wide attention in mid-October last year when it decided to go ahead with 
construction of a wall despite protests and criticism from both the Czech Republic and abroad.  
The concrete wall separated three privately owned houses and a pub on one side of the street 
from two municipal buildings with low-rent flats housing some 40 mostly Roma families.  The 
wall was built on 13 October 1999 at the request of the homeowners who complained about 
noise from their ethnic-minority neighbours.  Though described as a "symbol of law and order", 
the wall was viewed by many critics as a symbol of racism and intolerance in Czech society. 
 
It was pulled down in late November after the government agreed to provide the city council 
with a ten million crown subsidy, part of which the city has said it is using to buy the houses 
from their owners who would like to move. 
 
On  a recent visit, Council of Europe experts in Roma issues John Murray and Robin Oakley  
said they believed that Usti nad Labem was taking positive steps towards the solution of 
problems of the ethnic majority and minorities in spite of the negative publicity. 
 
Two worrying recent developments have occurred recently.  The discussion forum on the 
Maticni website had to be closed down after it received a number of racist postings.  Secondly, 
community leaders are concerned after the release of a computer game which give the player 
points for killing Roma who are trying to pull down a wall. 
 
iv) Visa policy 
On 1 January new Czech border regulations came into effect, raising protests in many countries, 
including Russia, Lithuania and Bulgaria.  Under the new regulations, foreigners entering the 
Czech Republic are required to fill out a border card, produce two photos and proof that they 
have valid health insurance.  Excepted are nationals from “no risk” countries of the EU, US, 
Canada, Croatia, Hungary, Israel, Japan, Norway, Poland, Slovakia, Slovenia and Switzerland.  
Enforcement of the new regulations has caused problems at Czech border crossings. 
 
 
III. ECONOMIC SITUATION 
a) Summary 
The economy is likely to continue in its current trend of gradual recovery, aided by the expected 
restructuring of traditional industries and a new wave of privatisations.  However, the qualitative 
change necessary to guarantee the country's successful entry into the EU and sustainable growth 
has not yet occurred.  The legal and institutional frameworks do not yet provide sufficient 
security to investors and creditors, although minor improvements were implemented in the 
second half of 1999, with more scheduled for the beginning of this year. 
  
It is expected that GDP will record moderate growth of 1.5 to 2.0% this year, largely owing to 
further improvements in exports and the continuation of the current mix of moderately 
expansionist fiscal policy and soft monetary policy. 
 
The Czech Republic has the highest GDP per capita of the transition economies, measured both 
in dollar terms and in purchasing power parities (see annex). 
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b) Current trends 
i) Privatisation 
Privatisation has been rapid, with the private sector accounting for about 75% of GDP by 1998, 
compared with a mere 5% at the start of transition.  This led to structural change, opening the 
way for an expansion in the number of small firms, particularly in services.  However, state 
control of the economy has remained more extensive than official statistics suggest.  The state 
retained minority shares in most heavy industrial enterprises and voucher privatisation put many 
large firms under the direct or indirect influence of state-owned banks.  Moreover, privatisation 
methods have left many large enterprises without the financial resources or the managerial 
expertise to undertake a more profound transformation.  As a result, many formerly state-owned 
enterprises ran into financial trouble in the late 1990s.  However, the new private sector has 
grown rapidly, with more than 650,000 new businesses set up since 1995, of which 250,000 are 
in the retail sector. 
 
The cabinet now plans the privatisation of major state-owned companies - such as the 
telecommunications operators Cesky Telecom (formerly SPT Telecom) and Ceske 
radiokomunikace, and Ceska sporitelna bank.  The new privatisation wave is expected to 
generate tens of billions of koruny, which are necessary to fill gaps in state income and 
strengthen the balance of payments.  Privatisation will remain the major source of foreign direct 
investment (FDI) inflow. It accounted for $4 billion in 1999 and this year's receipts should 
exceed this.  
 
ii) Enterprise restructuring 
In March 1991 the government stepped in to avert a major cash-flow crisis in industrial 
enterprises and set up the Konsolidacni banka (Consolidation Bank) as a vehicle for taking over 
mounting bad debts from the banking sector that had become heavily exposed to ailing 
enterprises.  In late 1992 the government instituted a write-off of bad debt.  In the following 
years, the Konsolidacni banka and other similar agencies bailed out a number of key enterprises 
with financial injections that were not at the time recorded in the state budget.  As a result, 
practically all the large communist-era enterprises have survived in some form, building up the 
losses that have put a strain on the financial system. 
 
The Revitalisation Agency (RA), established as a joint-stock subsidiary company of 
Konsolidacni banka (KoB) with capital of Kc100m ($2.8m), began operating in October 1999 
after selecting a team comprising a US investment bank, Lazard Freres, and a UK-based private 
equity group, Latona Associates of Europe, as the programme's administrators.  The RA's main 
objectives are recapitalisation and restructuring of selected companies, which will then be sold to 
strategic investors.  One of the main benefits of the programme is that it targets companies with 
large debts to the state-owned banks, thereby promising to ease the process of cleaning up the 
loan portfolios of the banks.  However, the overall impact of the RA will be small, as the 
government's list of candidate firms includes only nine companies (mainly in the highly troubled 
heavy-engineering sector).  Although the RA is not bound by the government's list, its small staff 
and the high-debt criterion mean that the programme will not assist the many smaller and 
potentially viable companies among the roughly 4,500 enterprises in KoB's portfolio.  
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iii) Trade 
Before transition, when the bulk of Czechoslovak trade was with the Soviet Union and eastern 
Europe, exports consisted mostly of machinery, and imports of raw materials and fuel.  The 
collapse of these markets forced a rapid reorientation of trade and Germany has now become the 
largest trade partner. The EU as a whole took 69% of Czech exports in 1998 and supplied 58% 
of imports.  
 
The structure of exports to the advanced market economies was initially biased towards raw 
materials and basic products, such as steel, other metals, chemicals and lower value added 
manufactured goods, all of which quickly found a market in the EU.  Growth, however, was 
limited as some EU producers felt threatened and initiated anti-dumping actions against Czech 
exports, particularly of steel.  By the mid-1990s, thanks especially to the impact of inward 
investment on the motor vehicle industry, the structure of exports started to shift back to the 
former pattern, with the share of machinery and transport equipment in total exports in 1998 
even outstripping its 1990 level.  
 
iv) Balance of payments 
The current account is expected to register a deficit of  $0.7 billion for the whole of 1999, just 
over 1% of GDP.  This is expected to rise to approximately $1.3 billion this year, largely owing 
to an increase in the trade deficit. Final 1999 trade deficit figures are expected to be close to $1.7 
billion, while this year it could increase to $2.5 billion.  These forecasts are based on an expected 
growth in exports, mainly stimulated by economic recovery in Western Europe.  However, 
export growth will be outpaced by the rise of imports, following a further increase in domestic 
demand.  
 
EIU Forecast summary 

(% change year on year unless otherwise indicated) 

1998(a) 1999(b) 2000(c) 2001(c)

Real GDP -2.3 -0.6 1.7 2.5
Industrial production -4.7 -5.0 2.0 3.0
Unemployment rate (av; %) 6.3 8.5 10.0 9.9
Consumer price inflation
Average 10.7 2.1 3.5 4.5
Year-end 6.8 2.5 4.5 4.8

Exports of goods fob ($ m) 26,395 27,115 31,054 35,504
Imports of goods fob ($ m) -28,989 -28,842 -33,574 -38,061
Trade balance ($ m) -2,594 -1,728 -2,520 -2,556
Current-account balance ($ m) -1,109 -762 -1,292 -1,371
% of GDP -2.0 -1.4 -2.2 -2.2

  
(a) Actual. (b) EIU estimates. (c) EIU forecasts. 
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IV. RELATIONS WITH THE EU 
a) Commission 
On 13 October 1999, the European Commission published its second Regular Report on 
Progress Towards Accession.  In its conclusion, the Commission wrote that “The Czech 
Republic fulfils the Copenhagen political criteria.  Further efforts should be made to reform the 
judiciary and improve the situation of the Roma through the implementation of an adequately 
funded policy and efforts to combat discriminatory attitudes in society.  Attention should also be 
paid to developing an effective policy to combat economic crime and corruption. 
 
“The Czech Republic can be regarded as a functioning market economy.  It should be able to 
cope with competitive pressure and market forces within the Union in the medium term, 
provided that the government accelerates implementation of legal and structural reforms. 
 
“Despite the deepening of the economic recession, some positive macroeconomic developments 
have been recorded, including the narrowing of the external imbalance, and the reduction in 
inflation.  Some progress can be noted also in bank privatisation and in measures to address the 
bad loan problem.  Priority should be given to accelerating the restructuring and privatisation 
process, continuing price liberalisation and improving the legal framework for enterprise 
activity.  Special attention will need to be paid to law enforcement and improving corporate 
governance.  Urgent action should be taken to restructure and increase transparency of public 
finance in order to ensure its sustainability. 
 
“The pace of legislative alignment in the Czech Republic has not picked up significantly and 
progress is uneven across sectors.  Alignment and effective application of the laws are well 
advanced in the area of standards and certification although there is a need to complete the 
legislative framework through adoption of amendments to the existing framework legislation, 
sector legislation and product liability legislation.  Further progress has been made in 
liberalisation of capital markets with an amendment to the Foreign Exchange Act and in the 
banking and insurance sectors.  A high level of alignment has been reached in the customs area 
and legislation adopted on border enforcement (counterfeit and pirated goods) combined with a 
continuing focus on modernisation of information systems indicated that necessary attention is 
being paid to the effective enforcement of the laws.  Continued efforts are being made to put the 
necessary structures into place for regional and structural policy. It is important that the legal 
framework be completed and administrative capacities reinforced so as to sustain momentum in 
this field. 
 
In other key internal market areas such as intellectual property, public procurement, data 
protection, insurance, anti-trust, state aids and VAT/excise, legislation is already partially 
aligned but there has been little or no movement towards completing alignment.  Although 
preparatory work has been done, the legal framework for state aids is incomplete and the 
resources committed to the area are insufficient to ensure an effective system of state aid 
monitoring. No effort has been made to align audio-visual legislation.  In environment, a general 
policy was adopted, some conventions ratified and a limited number of laws passed.  However 
important framework legislation has not been adopted and an implementation plan with 
investment planning has not been worked out. Until a more coherent approach is adopted, there 
is a risk of a piecemeal approach to the alignment process.  Other than air transport, alignment in 
the transport sector has not moved ahead.  The pace of alignment in agriculture, veterinary and 
plant health is slow.  No progress was made in the areas of labour legislation and health and 
safety at work.  Apart from adopting laws on drugs, efforts in the area of justice and home affairs 
have stalled.  The pace of alignment needs to pick up substantially across the board. 
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“The Czech Republic has taken limited steps toward general public administration reform.  The 
Government has recently approved a programme for overall reform of the judiciary which 
addresses current problems such as vacancies, a lack of specialisation of the judges, lack of 
equipment and inadequate training.  Capacities in certain areas of the internal market acquis are 
well developed and progress has been made in strengthening banking and financial services 
supervision capacities.  State aid monitoring capacities need to be strengthened and independent 
authorities for data protection and telecommunications still need to be set up.  While the 
veterinary and phytosanitary administrations are being reinforced to meet EC requirements, little 
progress has been made in setting up the structures necessary for the implementation of the 
Common Agricultural Policy.  Efforts need to be stepped up in general public administration 
reform and continued attention needs to be paid to border management, enforcement of 
environment legislation and improving internal financial control capabilities.  Initiatives in the 
fight against organised crime and corruption should also be reinforced. 
 
“The Czech Republic’s record in terms of meeting the short term Accession Partnership 
priorities is not satisfactory, despite efforts by the government to prepare and put forward 
legislation.  The difference between the government’s policy intentions and implementation can 
be explained by the length of parliamentary procedures, the minority status of the government 
and the fact that certain priority policy areas did not receive sufficient attention from previous 
governments.” 
  
The full text of the Commission’s Opinion can be found at its enlargement website 
http://www.europa.eu.int/comm/enlargement/czech/rep_10_99/aa.htm. 
 
For more information on the Commission's Opinion on the Czech Republic's application for 
membership, please refer to the earlier version of this note, document PE 167.335/rev.1.  Details 
of the Accession Partnership can also be found in that document.  Details of the first 
Commission Regular Report can be found in document PE 167.335/rev.2. 
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b) European Parliament 
When the Parliament considered its opinion on the Commission's Agenda 2000 and Opinions on 
the applications for membership, it was the view of the House that an enlargement process 
should be as inclusive as possible.  On 4 December 1997, the Parliament adopted a "Resolution 
on the Communication from the Commission 'Agenda 2000 - for a stronger and wider Union'" 
(C4-0371/97).  The resolution states that Parliament" believes that intensive negotiations on an 
individual basis should begin with the countries which have made the most progress and - while 
noting some factual inaccuracies - supports the Commission's evaluations of which these 
countries presently are".  Specifically on the Czech Republic, the resolution "calls on the Czech 
authorities to improve substantially the operation of the legal system, especially in order to 
guarantee fair trials within acceptable periods of time, and to establish rapidly a global policy 
which aims to avoid any kind of discrimination or marginalisation of the Roma minority."  It 
also "takes the view that the pre-accession strategy provides a good opportunity for the Czech 
Republic to carry out the necessary modernisation of the state administration, reforming it on the 
basis of quality and efficiency, and to carry out those economic reforms which are compatible 
both with the functioning of the internal market of the European Union (eg the national banking 
and financial structure) and with a European social model which allows for strong measures to 
combat unemployment and to maintain a welfare state which meets the needs of the population." 
 
The Parliament also stressed the importance of the European Conference (to which all 11 CEEC 
applicants and Turkey have been invited), seeing it "as an essential instrument for political 
cooperation". 
 
EU-Czech Republic Joint Parliamentary Committee 
The 10th meeting of the EU-Czech Joint Parliamentary Committee took place in Brussels on 8-9 
November.  In its conclusions, the Committee: 
 "welcomed the conclusion of the screening process with the Czech Republic on all chapters 

of the acquis communautaire; noted with satisfaction the fact that by the time of its 10th 
meeting negotiations on 18 out of 31 chapters have been opened, out of which 8 could 
already be temporarily closed;"  

 "reiterated, however, its view that the timing of Czech accession to the EU will depend 
primarily on the rapidity with which the Czech Republic will resume the momentum required 
to ensure adoption of the acquis and the strengthening of related enforcement and 
implementation structures, which are conditions for early accession to the EU;"  

 "showed its concern, in this respect, that since its last meeting in March 1999 in Prague the 
pace of legislative alignment in the Czech Republic has not picked up significantly and 
progress is uneven across sectors; noting little progress especially in the following areas: 
environment, state aids, public procurement, anti-trust, intellectual property, data protection, 
VAT/excise, audio-visual legislation, transport, labour legislation, health and safety at work, 
justice and home affairs;"  

 "welcomed the adoption by the Czech Government of a government policy towards members 
of the Roma community designated to facilitate their social integration; expressed its hope 
that an effective programme with adequate funding could be adopted as soon as possible;" 
"noted that - despite a number of positive steps and greater general attention paid at 
government level - the social integration of Roma in the Czech Republic remains 
unsatisfactory;"  

 "called upon the Czech government to develop a comprehensive long-term and adequately 
funded policy for the social integration of Roma and to fight discriminatory attitudes both in 
society and administration;"  
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c) Council of Ministers 
At Madrid, the Council agreed that accession negotiations with Cyprus and Malta would start six 
months after the conclusion of the Intergovernmental Conference (IGC).  It also stated that it 
would take the necessary decisions for launching the accession negotiations with the central and 
eastern European countries in the light of the outcome of the IGC.  It hoped that "the preliminary 
stage of negotiations will coincide with the start of negotiations with Cyprus and Malta".  At the 
Florence Council, this commitment was strengthened by the confirmation that negotiations with 
the central and eastern European countries would start at the same time as those with Cyprus and 
Malta, ie six months after the conclusions of the IGC. 
 
The Intergovernmental Conference was concluded at Amsterdam in June 1997.  This cleared the 
way for negotiations to start within six months, in accordance with the Madrid conclusions.  At 
Luxembourg in December 1997, the Council decided to "launch an accession process comprising 
the ten central and eastern European applicant states and Cyprus".  In addition, the Council 
"decided to convene bilateral intergovernmental conferences in the spring of 1998 to begin 
negotiations with Cyprus, Hungary, Poland, Estonia, the Czech Republic and Slovenia on the 
conditions for their entry into the Union and the ensuing Treaty adjustments". 
 
At the Helsinki summit on 10-11 December 1999, the heads of government noted "with 
satisfaction the substantive work undertaken and progress which has been achieved in accession 
negotiations with Cyprus, Hungary, Poland, Estonia, the Czech Republic and Slovenia."  It also 
stated that "in the negotiations, each candidate State will be judged on its own merits.  This 
principle will apply both to opening of the various negotiating chapters and to the conduct of the 
negotiations.  In order to maintain momentum in the negotiations, cumbersome procedures 
should be avoided.  Candidate States which have now been brought into the negotiating process 
will have the possibility to catch up within a reasonable period of time with those already in 
negotiations if they have made sufficient progress in their preparations.  Progress in negotiations 
must go hand in hand with progress in incorporating the acquis into legislation and actually 
implementing and enforcing it." 
 
 
d) Czech Government 
On 9 February, Pavel Telicka, chief Czech negotiator for EU accession, stated his disagreement 
with Commissioner Verheugen’s statement that the EU must first agree institutional reform 
before Eastward enlargement can begin.  Mr Telicka declared that there was “no factual reason” 
and “no convincing argument” why the two processes could not “run simultaneously”.  The same 
position was expressed by Prime Minister Zeman on 14 February in Portugal and reiterated in 
the letter of information that each of the twelve governments of the applicant countries was 
invited to send to the Portuguese Presidency.  
 
Common stances emerged in the letters.  The included: a rapid conclusion of the IGC, whose 
agenda should be limited to the three “Amsterdam left-overs” (size and composition of the 
Commission, allocation of votes within the Council, extension of qualified majority voting); the 
right to appoint a Commissioner for each new member-state; the maintenance of a fair balance 
between large and small countries in the Council voting procedure; support to the extension of 
the qualified majority voting with some exceptions, notably in constitutional matters and, finally, 
being informed and closely consulted during negotiations.  In particular, the Czech Republic, (as 
did Poland), asked to be given direct and unlimited access to all IGC documents in the same way 
as EU member states. 
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President Havel at the EP 
President Havel gave a speech in front of the EP plenary session of 16 February, in Strasbourg. 
He expressed his hopes for a "European civic belonging" to develop hand in hand with "growing 
sensitivity" regarding all the demonstrations of national egoism, xenophobia and intolerance; his 
belief towards the founding of the EU as a super-state community, all the more needed since 
"Europe is the only political entity whose security is indivisible", and resulting in a clear and 
commonly understandable European Constitution, to be learned by children at school.  
 
On enlargement, he voiced what was a Czech, and at the same time common worry among 
candidate countries, that difficulties which might arise on the completion of the required 
institutional reforms should not result in an enlargement delay. 
 
 
 
 
 
 
 
 
 
 
 

*   *   * 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
For further information please contact: 
Adam ISAACS, European Parliament, DG IV, Brussels 
Service for International Cooperation, Analysis and Documentary Research 
Tel: (32) 2 284 3072 / Fax: (32) 2 284 9063 / e-mail: aisaacs@europarl.eu.int 
 
For information on the economic section, please contact: 
John WITTENBERG, European Parliament, DG IV, Luxembourg 
Division for International and Constitutional Affairs 
Tel: (352) 4300 22447 / e-mail: jwittenberg@europarl.eu.int 
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ANNEX I 

 

CZECH REPUBLIC GOVERNMENT LIST AS AT 9 FEBRUARY 2000 
 
President          Vaclav HAVEL 
 
(Sworn in 2 February 1998 for a second five-year term) 
- - - - - - - 
 
SOCIAL DEMOCRAT GOVERNMENT (Sworn in 22 July 1998): 
 
Note: All members are from the Social Democratic Party (CSSD) except for Justice Minister 
Otakar Motejl who is not affiliated with any party. 
 
- ~- - - - - - 
Prime Minister (Appointed 17 Jul 98)    Milos ZEMAN  
Deputy Prime Minister for Legislation    Pavel RYCHETSKY 
Deputy Prime Minister for Economic Policy   Pavel MERTLIK 
(Also Minister of Finance) 
Deputy Prime Minister for Foreign & Security Policy  Jan KAVAN 
(Also Minister of Foreign Affairs) 
Deputy Prime Minister       Vladimir SPIDLA 
(also Minister of Labour & Social Affairs and Acting 
Minister of Health) 
- - - - - - - 
MINISTERS: 
Agriculture         Jan FENCL 
Culture          Pavel DOSTAL 
Defence          Vladimir VETCHY 
Education          Eduard ZEMAN 
Environment         Milos KUZVART 
Finance          See Deputy Prime Minister 
Foreign          See Deputy Prime Minister 
Health          Bohumil FISER 
Industry & Trade        Miroslav GREGR 
Interior          Vaclav GRULICH 
Justice          Otakar MOTEJL 
Labour & Social Affairs       See Deputy PM 
Minister at large        Jaroslav BASTA 
Regional Development       Jaromir CISAR 
Transport          Antonin PELTRAM 
- - - - - - - 
Parliament Chairman       Vaclav KLAUS 
- - - - - - - 
Central Bank Chairman       Josef TOSOVSKY 
- - - - - - - 
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ANNEX II 

Comparative Economic Indicators (1998) 
 

 Czech 
Republic 

Hungary Poland Slovakia EU 

GDP ($ bn) 56.4 47.6 158.1 20.8 8,484 
GDP per head ($) 5,484 4,709 4,088 3,860 22,700 
GDP per head 
(PPP(a); $) 

10,495 7,763 6,868 8,129 21,600 

Consumer price 
inflation (av; %) 

10.7 14.3 11.7 6.7 1.5 

Current-account 
balance ($ bn) 

-1.1 -2.3 -6.7 -2.1 85.1 

% of GDP -2.0 -4.8 -4.3 -10.2 1.0 
Exports of goods fob 
($ bn) 

26.4 20.7 30.1 10.7 2,124 

Imports of goods fob 
($ bn) 

-29.6 -23.1 -43.8 -13.1 -1,985 

External debt ($ bn) 24.1 26.6 57.2 11.8 : 
(a) Purchasing power parities 

 
Source: Economist Intelligence Unit 
 
 
 
 


