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Introduction

Institution building to date without sufficient regard
for fiscal constraints (police and defense reforms)

Principles to be applied: cost-neutrality, offsetting
savings

EU integration net a reasen per se for increasead
spending (NMS experienced spending declines
over 10 years prior te: membership).

Govermnment prienties need to ve  set and agreed in
a fiscally’ sustainable Way/— therpace; of Sstate
pUIlding hasiterensure fiscall sustaimnanility,



SOme Institutieon-bullding has
already taken place...
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... but a lot remains to be done.

Assumptions

= Moderate pace and existing constitutional
arrangements,

= EU membership by 2020

= Cost estimates:
= new or existing Institutions
= Stafii and nen-staff
= Setup and running| cests

= [\We-staged approach: medium and leng term



in KM million

Institution: bullding entails
COStS...

W Setup costs = Running costs

New, Medium-Term New, Longer Term Strengthening



..tnat depend on the scale of
Institution building

n percent of 2006 GDP




Conclusions

Cost under the “modest centralization” scenario:
0.8 percent of 2006 GDP a year

More centralized model would reguire upite 1.8
percent of 2006 GDP' a year

State-building has torbe caried out within a
properly defined budget constraint — requires a fully
operational central fiscall authoerity (NEC)

Effectivenes of the newly created Institutions IS not
apoeut staffing or functions only — itwill-Jargely
depend on the public administration: reform
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