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L etter dated 17 November 2004 from the Secretary-Gener al
addressed to the President of the Security Council

As indicated in my report to the Security Council on the United Nations
Interim Administration Mission in Kosovo dated 30 July 2004 (S/2004/613),
following the events of March, | asked Ambassador Kai Eide (Norway) to conduct a
comprehensive review of the policies and practices of all actors in Kosovo and to
prepare recommendations as a basis for further thinking on the way forward, in
accordance with Security Council resolution 1244 (1999). Ambassador Eide has
presented his report to me, which | conveyed to you in my letter of 6 August 2004
(see annex I).

| stated in my letter that | was considering the recommendations set out in the
report and that, in due course, | would revert to the Council with my
recommendations after appropriate consultations. Following those consultations, |
would now like to convey to you my recommendations for the way forward in
Kosovo, which are attached to the present letter (see annex 11).

| should be grateful if you would bring the present letter and its annexes to the
attention of the members of the Security Council.

(Signed) Kofi A. Annan
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Annex |

Letter dated 6 August 2004 from the Secretary-General addr essed
to the President of the Security Council

As indicated in my report to the Security Council on the United Nations
Interim Administration Mission in Kosovo dated 30 July 2004 (S/2004/613),
following the events of March, | asked Ambassador Kai Eide (Norway) to conduct a
comprehensive review of the policies and practices of all actors in Kosovo and to
prepare recommendations as a basis for further thinking on the way forward, in
accordance with Security Council resolution 1244 (1999). Ambassador Eide has
presented his report to me, which is attached to the present letter (see enclosure).

| am considering the recommendations contained in the report. In due course, |
will revert to the Council with my recommendations after appropriate consultations,
including with my incoming Special Representative for Kosovo, Sgren Jessen-
Petersen.

| would like to take this opportunity to put on record my appreciation to
Ambassador Eide for taking on this assignment and producing an excellent report
for my consideration.

| should be grateful if you would bring the report to the attention of the
members of the Security Council.

(Signed) Kofi A. Annan
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Enclosure

Report on the situation in Kosovo
Summary and recommendations

Summary

Kosovo (Serbia and Montenegro) is characterized by growing dissatisfaction
and frustration. Seen from the Kosovo Albanian majority, the main cause is not of
an inter-ethnic nature, but stems from what is rightly seen as a serious lack of
economic opportunities and an absence of a clear political perspective. As a Kosovo
Albanian student said, “you gave us freedom, but not a future”. The Kosovo Serbs
believe — also rightly — that they are victims of a campaign to reduce their
presence in Kosovo to a scattered rural population.

The international community was taken by surprise by the violence in March.
It had failed to read the mood in the population and to understand the depth of the
dissatisfaction of the magjority and the vulnerability of the minorities. The
international community, with the United Nations Interim Administration Mission in
Kosovo (UNMIK) in the lead, gave an impression of being in disarray, without
direction and internal cohesion. UNMIK has become the main target of criticism
from all sides, although it has also been a victim of the lack of a clear political
perspective.

However, during our visits, positive trends were noticed. This new tone has
come as a result of clear messages given by the international community. The
Kosovo Albanians now seem to accept that they did “too little, too late” to stem the
violence that occurred in March. They understand that this violence damaged their
reputation and support in the international community. Now, they must make a
serious effort to reassure the international community and the Serbs that they will
act to repair the damage caused by the violence as well as develop meaningful local
government, giving the Serbs more authority in areas where they have a more
concentrated population, and mechanisms enabling them to protect and promote
their identity. If implemented, these commitments would facilitate the return of
those who fled and the return of the Serb leaders to the political process. The Serbs
understand that they cannot and should not remain outside the political process
when their Kosovo Albanian counterparts are seen to take steps to accommodate
their demands. The Serbs therefore seem more willing to participate in common
efforts, although a decision to take part in elections and return to the Provisional
Institutions of Self-Government has not been made. Remaining outside would also
cost them support they now enjoy from the international community. The joint
declaration signed on 14 July reflects these positive trends. In these efforts, the
interests of other minorities must also be borne in mind.

The first test we now face is to maintain the strong pressure required to bring
the work forward in the above-mentioned priority areas. If there is insufficient
progress, it will be very hard — if not impossible — to repair the damage caused by
the March violence. It will be extremely difficult for the international community to
regain the initiative and the credibility it has lost. Even more important, it will be
hard for the Kosovo Albanian leaders to repair their image and for the Kosovo Serbs
to return gradually to the political processes and participate in the October elections.
The deadlines are indeed very tight.
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The second test relates to managing the interim — including increased transfer
of competencies and authority to the institutions of Kosovo and a more dynamic
standards policy. The question of transfer represents a key demand from the Kosovo
Albanian side. The international community should be forthcoming, transferring
competencies where possible and involving the Kosovo Provisional Institutions as
much as possible in core reserved areas in order to enhance a sense of ownership
and transfer of relevant experience.

An ambitious policy of transfer should, however, be accompanied by two other
critical elements: the new Special Representative of the Secretary-General should be
prepared to introduce a robust policy of interventions and sanctions in cases of
inappropriate performance. Furthermore, a more ambitious and systematic policy of
capacity-building should be implemented.

The current “standards before status” policy lacks credibility. The
implementation of a highly ambitious set of standards before status talks begins is
seen as unachievable. The implementation of the standards should be seen as an
integral part of a wider policy and continue to guide efforts to bring Kosovo closer
to European standards even after the conclusion of future status negotiations. This
would enable all to concentrate attention on a set of more immediate priorities
reflecting urgent requirements, coupled with a longer-term perspective. It would
increase the chances of having met certain key conditions when future status talks
begin. These priorities must be achievable and the results visible, leading to
concrete results on the ground, a better climate between the majority and the
minorities and greater credibility for the international community. A priority-based
and realistic standards policy would facilitate our efforts to mobilize pressure and
send a more convincing message to all of what is expected of them. A series of
standards reviews under the leadership of the Special Representative of the
Secretary-General, and with the full participation of the Contact Group, could be
held before the scheduled mid-2005 review.

The third test relates to preparations for future status discussions. They cannot
be postponed much longer. There will not be any ideal moment for starting such
preparations — not even a good moment. However, while a gradual reduction of the
international presence in Kosovo can be expected, the economic situation will
continue to worsen and the frustrations and dissatisfaction inside Kosovo will grow.
Raising the future status question soon seems — on balance — to be the better
option and is probably inevitable.

Therefore, the United Nations should initiate its own thinking with key
Member States. Some key considerations for thinking on future status are outlined
in the main part of the report.

The international community should intensify its dialogue with Belgrade. The
authorities in Belgrade have a sense of not being sufficiently included. That
impression should be corrected as soon as possible. Belgrade will, of course, be one
of the parties to the future status negotiations. Belgrade's support and participation
will also be akey to success at each and every stage of the process.

A restructuring of UNMIK is unavoidable, to re-energize the Mission, bring its
various components more closely together and concentrate on key priorities in a
more organized way. Particular attention should at this stage be given to
highlighting community issues, reflecting pressing challenges. However, a complete
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overhaul would at this stage be counterproductive, leading to more internal
discussion and confusion at a time when a concentrated effort on urgent priority
issues of substance is required. An immediate streamlining and realigning of
UNMIK — maintaining the pillar structure — should be undertaken first, to be
followed by preparations for a magjor restructuring, which would have to take place
next year and be prepared in early 2005. With the future status question
approaching, the United Nations should prepare for a gradual reduction of its
presence to be accompanied by a parallel increase in the European Union and a
continuation of the presence of the Organization for Security and Cooperation in
Europe (OSCE). The pillar structure would then be eliminated. Handing over the
responsibility for the police to the European Union or OSCE as part of the major
restructuring should be discussed early.

The international community faces important challenges in several stages: the
immediate and urgent requirements following the March violence; the interim
challenges of revising the “standards before status’ policy and transferring greater
competencies; the critical phase of preparing for future status negotiations, and
finally, for supporting the outcome of such negotiations. It is obvious that these
challenges — many of them having to be dealt with in parallel — will require an
integrated, comprehensive strategic plan. It will have to be based on commitments
from all major international organizations and Member States involved. UNMIK
will not be able to mobilize the strength and credibility required for carrying out its
responsibilities without strong support from the international community at large.

A more concerted effort is therefore urgently required to ensure that the
international community can regain the initiative and maintain it through 2005. A
coordinated strategy will have to be elaborated. A comprehensive and cohesive
engagement from the European Union, in the political aswell as the economic areas,
would be of great importance. A set of economic and political incentives and
disincentives will have to be formulated. OSCE and the Council of Europe should
play prominent roles in a more robust capacity-building effort. In addition, the
North Atlantic Treaty Organization (NATO) should ensure that it maintains an
adequate presence through the most sensitive periods ahead of us, which will be
related to the future status process.

Furthermore, UNMIK will not be able to operate in an efficient manner
without constant and strong support from the Security Council and the Contact
Group. The international community cannot afford to perform in a fragmented,
uncoordinated and often competitive way. The stakes are too high and the
challenges too demanding.

Recommendations
The main recommendations of the report are therefore as follows:

« A comprehensive and integrated strategy covering the period from now until
the end of 2005 should be elaborated and consulted on with relevant partners.
This report contains elements for such a strategy. Discussions with the
Security Council, other organizations and key Member States should be
undertaken in early fall to secure commitment for the resources and support
required to implement that strategy.
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« Pressure must be maintained in order to strengthen current positive trends and
ensure that immediate challenges are met in a convincing way. This includes
demonstrable progress in the area of security, reconstruction, prosecution of
those responsible for the March events and reform of local government. This
relates to reassuring the Serbs in a way that could bring those who fled back to
their homes and their leaders back to the political processes.

The “standards before status’ policy should be immediately replaced by a
dynamic priority-based standards policy within the overall framework of the
integrated strategy in order to facilitate orderly future status discussions as
well as regional and European integration efforts. Three intermediary
standards reviews should be scheduled before the mid-2005 review.

An ambitious policy of transferring further competencies should be launched
without delay, giving the Provisional Institutions of Self-Government a greater
sense of ownership and responsibility as well as accountability. This should
include establishing new ministries of energy, of justice and of community
matters, human rights and returns.

A process of handing operational control of the Kosovo Police Service (KPS)
gradually over to the Provisional Institutions of Self-Government, while
UNMIK maintains overall executive policing authority, should be elaborated
and implemented. Units of KPS should immediately be given proper training
and equipment to meet challenges relating to civil disturbances. The handover
of remaining United Nations police responsibilities to the European Union or
OSCE should be explored.

The Special Representative of the Secretary-General should be ready to make
greater use of sanctions and interventions without delay. An inventory of
possible measures should be drawn up.

A more coherent and ambitious policy of capacity-building is urgently needed
and should be elaborated and implemented under the leadership of OSCE.

UNMIK should be streamlined and realigned this summer with the aim of
providing new energy and a more concentrated effort on key challenges. A
more comprehensive restructuring of the international presence as a whole
should be undertaken in 2005 with a gradual reduction of UNMIK as it moves
towards a completion of its mandate and a handover of responsibilities to other
authorities and organizations. Preparations for such a handover to regional
organizations should begin well in advance, based upon agreements reached
and as part of the overall strategy.

e The European Union should urgently develop an economic development
strategy and should consolidate its various presences in Kosovo and strengthen
its overall commitment.

* NATO should maintain the presence of the Kosovo Force required to ensure a
safe and secure environment, with a view to ensuring an adequate force level
during the future status process.

* The broader international community should provide a more concerted and
coordinated engagement.
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« A more intense and comprehensive dialogue with Belgrade should be initiated
without delay.

¢ A high-level international consultative mechanism for Kosovo involving key
capitals and headquarters should be established.

e Serious exploratory discussion of the future status question should be
undertaken by the United Nations beginning this autumn.
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Introduction

1.  Pursuant to your report on the United Nations Interim Administration Mission
in Kosovo (UNMIK) of 30 April 2004 (S/2004/348), you asked me to undertake a
political assessment based on the attached terms of reference. In preparing the
report, the team you appointed first held a comprehensive round of meetings in
Kosovo and Belgrade (Serbia and Montenegro), Vienna, Brussels and New York.
Towards the end of our work, | travelled back to Belgrade and Pristina for another
series of discussions with key political leaders. Altogether, we have met with a very
wide range of interlocutors: representatives of international organizations and
institutions, political leaders at governmental as well as municipal levels, religious
leaders and representatives of civil society and student organizations. The
considerations and recommendations you will find below represent my best
judgement of where we stand and how we should now proceed in accordance with
Security Council resolution 1244 (1999).

Political environment

2. Today’'s Kosovo is characterized by growing dissatisfaction and frustration. In
different forms it affects all parts of the society — Kosovo Albanians, Serbs and
other minorities. Our current policies are seen as static and unable to respond to the
real problems facing Kosovo. Marginal adjustments will only add to the frustration,
increase the danger of more violence, damage the reputation of Kosovo further and
weaken the international community. The arrival of a new Special Representative of
the Secretary-General will provide a window of opportunity for regaining the
initiative. He must bring a new, coherent and dynamic strategy, where short-term
measures fit more clearly into a longer-term perspective. His arrival must be
exploited to mobilize strong support from the wider international community based
on a shared vision and unity of purpose. Furthermore, a new “contract” between the
international community, the leaders of the Kosovo Albanian majority and the Serb
leaders must be part of this strategy. The longer-term perspective has to be the
consideration of Kosovo's future status. While not prejudging future status, a new
strategy must be based on an understanding that the future status question should be
addressed soon.

K osovo Albanians

3. The majority Kosovo Albanian leadership consider our current approach as a
policy of status quo, which can only lead to a further worsening of difficult
economic and social conditions. This view is also widely shared by the majority
population, struggling with an unemployment rate on the order of 60 to 70 per cent
and a reduction of income from international donors as well as remittances from the
diaspora. They regard current policies as an attempt to postpone the unresolved
question of the future status of Kosovo, denying them the political road map and the
future required to address political and economic challenges. While the international
community in other post-conflict situations has emphasized the need to mobilize
local ownership, they see the opposite as happening in Kosovo. UNMIK has almost
inevitably become the main target for widespread criticism; for lack of competence
in governing Kosovo and lack of willingness — or mandate — to move Kosovo
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towards its future status. Its lessened credibility was confirmed when the joint
declaration between Kosovo Albanian and Serb leaders concerning, inter alia,
reconstruction and returns, was signed on 14 July in the presence of the
representatives of the United States of America and the European Union, but
without UNMIK.

4.  Nevertheless, most Kosovo Albanian politicians probably understand that the
March violence damaged Kosovo's reputation and support in the international
community and could affect their political aspirations negatively. They realize that
serious efforts have to be undertaken to avoid new violence and that they are
expected to reassure Serbs and facilitate their return. In April, Kosovo Albanian
politicians, while verbally recognizing the damage of the March events for Kosovo's
image, were reluctant to recognize their responsibilities for preventing violence.
Now there is a greater readiness to accept that their reactions to the violence in
March was too little, too late. In meetings with the Kosovo Albanian leaders, they
have all underlined their commitment to giving the Serbs and the international
community a message of reassurance and to move forward in accordance with that
message. Now they must reassure the international community and the Serbs by
repairing the damage caused by the violence as well as devel oping meaningful local
government. The joint declaration referred to in paragraph 3 confirms this
impression of a genuine commitment. However, the Kosovo Albanians also
emphasize the need for a further transfer of responsibilities to the Provisional
Institutions of Self-Government. In the absence of such transfer and movement
towards discussions of future status, they warn that existing frustration will deepen.

5. The events of March clearly demonstrated that extremists are ready to ignite
inter-ethnic tension and seek a further reduction in the Serb population in Kosovo.
Support for such extremists is fuelled by a feeling that Serb leaders in Belgrade and
Kosovo are holding up the process of defining future status. However, anti-Serb
sentiments do not appear to represent a broadly shared attitude. For example, in
meetings with Kosovo Albanian students, inter-ethnic relations were barely
mentioned. At the centre of their worries were the miserable employment prospects.
One of them formulated the main concern with the following words: “you gave us
freedom, but not a future”.

Kosovo Serbs and Belgrade

6. The March events were assessed by Kosovo Serbs and Belgrade as the
culmination of a process of forcing Serbs out of Kosovo, particularly from all major
towns, thus decreasing their presence to scattered village populations, with the
exception of the north. There is a strong feeling among Serbs and other minority
populations of having been abandoned by the international community and left
unprotected, in spite of a significant military and civilian presence. Their confidence
has been shattered.

7. Since these events, Kosovo Serbs have not participated in the work of the
Provisional Institutions of Self-Government and condition their re-engagement with
demands related to reconstruction and returns, prosecution of the perpetrators,
security and the development of local government reform. Unless such demands are
seriously addressed, Serb return to the Provisional Institutions of Self-Government
and participation in the upcoming general elections will be in question. However,
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Serb politicians understand that the international community is now listening more
attentively to their concerns. They realize that remaining outside the political
process could put this attention and the support they now enjoy from the
international community at risk, particularly when their Kosovo Albanian
counterparts are seen to take steps to accommodate their demands. Over the last
weeks several meetings have taken place with Kosovo Albanian and Serb
participation. The tone is more conciliatory and the Serbs seem more willing to
participate in common efforts. Again, the joint declaration mentioned above is a
constructive step.

8. Belgrade's moderation in responding to the inter-ethnic violence was well-
received by the international community. With the Serbian presidential elections
now behind us, parliamentary elections may occur early next year. Again, political
leaders in Belgrade will seek a balance between the appeals of the international
community and concerns over forthcoming elections. The political leaders in
Belgrade understand full well the importance of participating in processes relating
to Kosovo. However, they also need to demonstrate to the population that the
international community and Kosovo Albanian politicians respond to their demands.
Without a concentrated effort to engage Belgrade in a constructive dialogue, Serb
participation in elections and institutions in Kosovo is unlikely to take place. There
is a strong impression in Belgrade that such a dialogue has been lacking,
contributing to the tarnished image of UNMIK. This dialogue with Belgrade must
be intensified to ensure support in moving forward on a number of issues.
Furthermore, Belgrade will be a party to the future status negotiations and should be
engaged in a dialogue and a confidence-building process as soon as possible.

9. Political life in Kosovo will now be increasingly dominated by the Assembly
elections on 23 October. With new political parties and movements being
established on the Kosovo Albanian side, the election campaign will be intense. At
the same time, Serb participation is, as mentioned above, uncertain. There is a real
risk of inter-Albanian violence in addition to the constant danger of violence against
minorities.

International community

10. The international community was caught by surprise by the March violence.
The response was slow and confused on both the military and civilian sides. Some
characterized the surprise and hesitation of the international community during the
March violence as a result of “intelligence failure”. Lack of intelligence may well
have prevented us from detecting and reacting to the activities of extremists.
However, the real problem goes much further; the international community failed to
read the mood of the majority population, its frustrations and impatience. It also
failed to understand the potential for extremists to mobilize support for ethnic
violence and the vulnerability of minorities — and in particular the Serb population.

11. With few exceptions, the efforts of the international community had become a
static, inward-looking, fragmented and routine operation. The international
community, therefore, gave the impression of being in disarray, without direction
and internal cohesion. With calm restored, various international organizations and
actors have launched their own “lessons-learned” exercises aimed at improving their
performance. These “lessons-learned” exercises confirmed that the international
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community was fragmented and without leadership. They demonstrated a serious
lack of a rational, unifying plan. The international community had left a big, but
inadequately resourced, mission without proper political support and — even
worse — without a sense of political direction. However, the international
organizations on the ground — and in particular UNMIK — have also been victims,
stemming from a lack of direction and overall plan provided by the international
community. For UNMIK, this has been an untenable situation. In the absence of a
strategy with any sense of direction, they have been used to “keep the lid on”. That
would be a difficult situation for any international mission anywhere. In this
situation, the renewed attention given to Kosovo in the aftermath of the March
events by the Security Council and particularly the Contact Group countries has
been of great value. It has provided a bridge to bolster the Mission’s efforts in a
situation without civilian leadership on the ground and without clear policies.

12. The international community in Kosovo is today seen by Kosovo Albanians as
having gone from opening the way to now standing in the way. It is seen by Kosovo
Serbs as having gone from securing the return of so many to being unable to ensure
the return of so few. The situation is characterized by trends, which — if not
corrected — will put us al in an increasingly unmanageable situation. The Kosovo
Force (KFOR) will continue its reductions and will inevitably become weaker. The
UNMIK police will also have serious problems maintaining its current strength. The
economic situation will continue its slide downwards. But the frustration in the
population and the potential for unrest will grow.

13. The arrival of the new Special Representative of the Secretary-General creates
an opportunity to improve the United Nations own performance and image and to
regain the initiative. It must also be used to strengthen the entire international
community’s ability to develop and implement a common strategy through 2005.
This must include a more comprehensive political and economic involvement by the
European Union, a commitment to robust and sustained capacity-building efforts by
OSCE and the Council of Europe, as well as an expressed readiness by KFOR to
remain on the ground as long as it takes and in the strength that it takes. Today, the
major international actors do not have a clear and unified strategy. Kosovo has
disappeared from the political agenda under the pressure from other conflict areas.
A new strategy will certainly not mean that violence is rewarded. It must be an
effort to re-energize the international community and to regain the confidence of the
population by demonstrating that we understand the frustrations and vulnerabilities,
and are able to address them.

14. The conclusion of this report is that unfulfilled aspirations and ambitions
cannot be handled by policies without a clear political perspective. Political stability
and economic prosperity will depend on well-functioning Kosovo institutions.
However, well-functioning institutions depend on a strong sense of local ownership.
Such ownership cannot be achieved if the owners do not know what they own and
what they are intended to govern. The need for a workable exit strategy is often
underscored. However, success will depend not only on the ability to formulate a
strategy, but just as much on the readiness of the entire international community to
stay the course in a coherent way. A major effort is required to bring the key
components together. A high-level international consultative mechanism for Kosovo
with this objective involving key capitals and headquarters should be established.

11
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Anintegrated strategy: meeting immediate challengesin
order to managetheinterim and preparefor future status

15. A new strategy should:

* Meet immediate requirements relating to security and prosecution as well as
reconstruction, return and decentralization

e Formulate a more dynamic standards policy with achievable priorities
reflecting the most urgent needs, including those for the future status process

« Agree on further and visible transfer of responsibilities and competencies to
Kosovo authorities

* Demonstrate resolve to sanction Kosovo authorities for misuse of powers and
responsibilities

* Develop a comprehensive policy of capacity-building to help improve the
ability of Kosovo to govern

« Reform the structures of the international presence in Kosovo
« Prepare for discussions of future status

Most of these elements will have to be considered and implemented in parallel —
making the task even more demanding. We need a strategy in which each step is
designed to fit into a vision underpinning that strategy. Otherwise, we will not get
anywhere except more deeply into internal frustration and international disarray.
Such a strategy would consist of four stages in our work: (a) the response to the
immediate concerns caused by the March events; (b) managing the interim before
addressing the future status question; (c) preparing for and negotiating the future
status; and (d) at the very end, overseeing, monitoring and assisting in implementing
the political settlement for future status.

Immediate challenges: a question of restoring credibility

16. Following the March violence, a number of immediate challenges have to be
met: the international community declared its determination to improve security, to
prosecute those responsible for the violence and to ensure reconstruction of
damaged property. Bringing back those who were forced from their homes and
ensuring renewed participation of the Serb leadership in the political process are
priority objectives. Failure may have serious repercussions for the future. Success
will generate new support for the international community and may deter future
violence. Meeting these immediate challenges will represent the first step in a new
integrated strategy and will have a decisive impact on our ability to proceed
confidently to the next stages. There are positive developments in these areas.
However, they do probably to a very large extent stem more from international
pressure. Keeping this pressure up will therefore be of vital importance.

Security

17. In the security area, significant efforts have been undertaken. KFOR has
launched a process of improving its performance, while postponing a planned
restructuring of its forces. Most important in that respect are the efforts of KFOR
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aimed at improving the flexibility of its forces and at enhancing its ability to carry
out riot control operations. Furthermore, KFOR has resumed protection of religious
and cultural sites and has established mobile observation teams to maintain closer
contacts with the population. Closer liaison and coordination between UNMIK
police and KFOR have been established and intelligence-gathering has been
improved. KFOR and UNMIK police, including the Kosovo Police Service (KPS),
have also undertaken joint exercises. However, further streamlining of international
security effortsis required.

18. A Security Advisory Group has been established and could be a useful
mechanism provided all interested parties participate actively. After having
abstained from its first meetings, the Kosovo Serbs have now joined its work.
Further strengthening of this mechanism must be encouraged. A stronger sense of
commitment to the security of the Serb and other minorities is, as mentioned above,
now expressed by key Kosovo Albanian leaders. The international community must
do its utmost to maintain this commitment.

19. There is an urgent need to train and equip KPS to carry out civil disturbance
operations. Plans have existed for nearly three years for the training of a limited
KPS contingent. Equipment has also been promised for this purpose. However,
disagreement over priorities seems to have led to a postponement of the creation and
training of such units. A multi-ethnic and well-trained KPS will be in a better
position to conduct riot control and combat violence than international police
officers. Training and equipping such units must therefore receive immediate
attention.

Prosecution of those responsible

20. After the March violence, UNMIK undertook the commitment to bring to
justice those who were responsible. The Mission’s authority and ability to deter
future violence and to encourage return will be judged by its ability to live up to this
commitment. In the immediate aftermath of the violence, over 260 persons were
arrested. Over 260 cases were being handled by the local judiciary as of mid-July;
80 persons had been convicted on minor offences. International investigators are
handling the most significant cases. Five indictments had been issued and others are
in the judicial process. However, Kosovo Serb leaders clam that KFOR and
UNMIK are aware of the identity of the main instigators and organizers, but are not
prepared to pursue them. They consider this as an indication of the weakness and
inability of the international community to bring an end to an atmosphere of
impunity.

Reconstruction

21. The Provisional Institutions of Self-Government are responsible for
reconstruction of the damage resulting from the March violence. The start was slow,
for political as well as for practical reasons, with a lack of commitment, especially
at the local level. Financial resources — while inadequate — have now been
allocated, organizational problems have been addressed and reconstruction has
accelerated. Nevertheless, deadlines are likely to be missed. The reconstruction of
religious and cultural sites also remains pending and sufficient funds must be found.
Failure to complete reconstruction in a timely manner could prevent returns in 2004

13
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and impede efforts to re-engage Kosovo Serbs and affect their participation in
elections.

22. Recently, a gradually changing attitude to reconstruction and returns in the
Kosovo Albanian community can be observed. Kosovo Albanian leaders have been
visiting areas in Kosovo with UNMIK and other international officials, explaining
the need to facilitate return. While the responsibility for reconstruction rests with
the Provisional Institutions of Self-Government, the credibility of the international
community is linked to its ability to ensure implementation.

Decentralization

23. The violent events of March have demonstrated the urgent need to give the
Serb minority greater authority over local administration in areas with a more
concentrated Serb population. A political and institutional framework must be
established, aimed at guaranteeing their continued presence in Kosovo. This process
of decentralization is also closely linked to the return process. Kosovo Albanian
leaders seem to understand the importance attached to this work by the international
community and by the Serb leaders. They now welcome decentralization as long as
it isnot designed to be a cover for territorial partition. It istoo early to judge if there
is a consistent commitment by the Kosovo Albanians as well as the Kosovo Serbs to
this process. However, the recent proposal by both sides to establish a ministry
responsible for community matters, human rights and returns should be welcomed
and implemented.

24. The process of decentralization will not be completed in the short term. There
is, however, a need for important deliverables early on in the process through, inter
alia, pilot projects. Consequently, the process should be broken up into stages with a
concrete outcome at the end of each stage, demonstrating the commitment of the
Kosovo Albanians as well as the credibility of the international community to meet
the concerns of the Kosovo Serbs. In order to succeed, decentralization must be seen
as originating in Kosovo with the support of Kosovo Serbs and Kosovo Albanians,
but also from Belgrade.

25. Municipal involvement and responsibilities with regard to policing should also
be considered in this respect. Mono-ethnic policing should be avoided. However,
municipal policing is a well-established concept and could be a valuable
contribution to establishing the reassurances and trust sought by the Serb
community.

26. The discussions on decentralization also address the issue of parallel
structures. In the light of the Kosovo Albanian complaints about such structures, a
greater commitment by them to deliver adequate services to the minorities,
particularly in health care and education, should be demanded and be accompanied
by UNMIK readiness to impose sanctions where such services are not provided.
Introducing minority deputy ministers and establishing “vital interest” mechanisms
at various levels of administration would give the minorities further opportunities
and facilitate bringing them into the legitimate Provisional Institutions of Self-
Government, reducing the need they see for parallel institutions. Finally, a broad
decentralization policy should include mechanisms to ensure that the cultural,
linguistic, religious and other similar rights of minorities are protected across
Kosovo. Setting up an Assembly with a specific mandate in such areas — and with
the financial resources available — should be considered. Such mechanisms exist in
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a number of countries. This would, of course, not in any sense mean geographic
partition, but would rather promote the integration of minorities into a wider
Kosovo framework. Finally, it would contribute to meeting the needs covered today
by parallel structures.

Managing the interim period

27. Beyond these immediate needs to address Serb concerns, the international
community will be faced with strong pressure from the Kosovo Albanians. In the
campaign leading up to the elections on 23 October, the further transfer of
competencies and authority — leading to independence — will be the main theme of
all Kosovo Albanian parties. These elections will be followed by preparations for
the mid-2005 standards review. However, the Kosovo Albanians look at this date
with a very different perspective: to them, it is not a review of standards, but the
opening of discussions of Kosovo's future status.

Moving beyond “ standar ds before status’

28. There is a growing recognition that the “standards before status’ approach is
untenable in its present form. It must be replaced by a broader policy whereby
standards implementation takes Kosovo in an orderly way from the present through
future status discussions and into a wider regional and European integration process.
In the current situation in Kosovo, we can no longer avoid the bigger picture and
defer the most difficult issues to an indefinite future. Maintaining today’s approach
would widen the gulf between our policies and the mood of the society in which we
are engaged.

29. The “standards before status’ policy was partly designed as a tool to manage
the interim period until the international community would be ready to address the
guestion of future status. Kosovo Albanians as well as Kosovo Serbs consider the
standards as unrealistically ambitious and unachievable in the short term and
therefore do not believe in the sincerity of the international community’s “standards
before status” attitude. The international community publicly repeats the mantra, but
with little conviction.

30. The Kosovo Standards Implementation Plan adopted in March 2004 provides a
useful overview of requirements for turning Kosovo into a more modern democratic
society. However, its level of detail and ambition underscores that implementation
as a precondition for status discussions lacks credibility. Again, reaching the goals
of the implementation plan will be a long-term effort, which will go beyond the
status issue and into the further process of guiding Kosovo closer to European
standards and integration into Euro-Atlantic structures.

31. Nevertheless, in order to address the future status issue, Kosovo must make
progress in key areas. A standards-based policy must focus on a set of priorities
reflecting the most urgent requirements. To promote short-term progress, these
priorities should be realistic and achievable as well as visible, leading to concrete
results on the ground and a better climate between the majority and the minorities.
After the March events, the initial focus must be placed clearly on return and
reconstruction, decentralization/local government, security and standards directly
supporting such priorities. These areas will be of crucial importance in our efforts to
bring Serbs back to their homes and their leaders back to the political process.
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Giving the minorities conditions and political mechanisms to ensure a dignified life
in Kosovo will allow us to move forward with confidence towards further transfer of
competencies and more local ownership. A priority-based policy would also enable
us to send a more unambiguous and convincing message to Kosovo Albanian
leaders with regard to what is expected of them in order to proceed. We would gain
in credibility and become more effective on the ground.

32. If we do not set priorities then we may well be unable to regain the initiative.
We may then find ourselves confronted with future status discussions without
having done our utmost to secure the basic conditions for such discussions to take
place.

Transfer of competencies

33. Kosovo Albanian leaders are unanimous in demanding a further transfer of
competencies to the Provisional Institutions of Self-Government. In fact, this
process has already come far; within the areas of non-reserved competencies almost
all competencies have been transferred. What the Kosovo Albanian politicians now
seek — in an increasingly assertive way — is the transfer to the Provisional
Institutions of Self-Government of reserved powers under chapter 8 of the
Consgtitutional Framework for Provisional Self-Government. While respecting
resolution 1244 (1999) and chapter 8 of the Constitutional Framework, time has
come to expand further the competencies and responsibilities of the Provisional
Institutions of Self-Government. Our demands to the Kosovo leaders and population
for taking responsibility for creating a stable and multi-ethnic society will succeed
only if they are combined with an increasing degree of ownership of this society. A
plan should therefore be drawn up based on the following outline: powers and
competencies that are not inherently attributes of sovereignty could be gradually
transferred with guarantees for proper implementation if they have not already been
transferred; regarding powers and competencies that are not attributes of
sovereignty, but — under the circumstances — have been placed under the authority
of the Special Representative of the Secretary-General, a concept of “shared powers
and competencies” could be introduced; and powers and competencies that are
clearly attributes of sovereignty, for as long as resolution 1244 (1999) remains the
legal framework for Kosovo, should remain within the sole power of the Special
Representative of the Secretary-General, but with a meaningful process of
consultation, cooperation and coordination institutionalized between the Special
Representative and the Provisional Institutions of Self-Government.

34. UNMIK should, in other words, accelerate and expand the process of
involving Kosovo residents in executive and support roles in reserved areas while
retaining the decision-making authority, as has already been done in UNMIK
Customs and the Kosovo Police Service. Furthermore, UNMIK should proceed with
establishing consultative mechanisms with the Provisional Institutions of Self-
Government in reserved areas where the possibilities for “Kosovarization” are
limited or do not exist. Such greater local involvement in the reserved areas would
also provide the Provisional Institutions of Self-Government with relevant
experience, which eventually will have to be transferred from UNMIK as a result of
future status discussions.

35. Although it iswidely perceived that all non-reserved responsibilities have been
transferred to the Provisional Institutions of Self-Government, the possibility of
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further transfer in the economy, management of public property and other sectors
should be further examined. This relates, inter alia, to energy issues. A separate
Ministry of Energy should be established.

36. The creation of a ministry responsible for community matters, human rights
and returns, as suggested in the joint declaration of 14 July, could improve the
capacity for handling questions relating to community matters, which could include
those related to local government and demonstrate the commitment of all to the
concept of decentralization. This proposal should be welcomed and implemented
quickly.

37. Within the area of justice, a process of handing over responsibility to Kosovo
control is under way. Certain exceptions will still be made with regard to especially
sensitive crime, such as inter-ethnic crime and crime relating to organized criminal
activities, extremism and terrorism. A Ministry of Justice should be established to
take responsibility for these areas, with the above-mentioned exceptions.

38. The Kosovo Police Service will still be functionally a part of UNMIK rather
than the Provisional Institutions of Self-Government. Since a secure environment
must be home-grown, a transition strategy should, however, be elaborated for
security matters of alocal nature, while retaining international oversight in sensitive
areas. Today, there is a significant lack of uniformity in UNMIK control of KPS.
The KPS leadership is generally of high quality and the personnel are well trained.
Ways should be found for KPS to take more control of its activities in regular
operations.

Sanctions and interventions

39. The transfer of powers and competencies under the Constitutional Framework
will not relieve the Special Representative of the Secretary-General of his overall
authority and responsibility for the proper exercise of such powers and
competencies under resolution 1244 (1999). This responsibility implies that he must
not only have the ability to monitor and oversee; he also has the power to intervene
and sanction any of the local institutions. Therefore, the Special Representative
should demonstrate the readiness to do so. UNMIK must also have the capacity to
oversee the activities of the Provisional Institutions of Self-Government.

40. On a number of occasions, the Special Representative has intervened in the
legislative process of the Provisional Institutions of Self-Government. He has
refused to promulgate laws judged to be in violation of resolution 1244 (1999) and
the Constitutional Framework and has nullified resolutions of the Assembly
considered to be beyond the scope of its competencies. Powers of intervention were
also exercised through executive decisions to set aside decisions of municipalities.

41. Nevertheless, the total number and scope of such interventions remain very
modest and the difference between the practices of various Special Representatives
and those of the High Representatives in Bosnia and Herzegovina is striking.
Kosovo Serb as well as Kosovo Albanian leaders have in our conversations referred
to the cautious approach chosen by all Special Representatives of the Secretary-
General in Kosovo. They have pointed to the fact that a more robust policy has
never been adopted in Kosovo, although it is in a region where such policies are
expected as well as respected. Further transfer of authority should be accompanied
by greater readiness to use sanctions and interventions in order to set aside
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decisions, overrule policies and remove personnel. An inventory of possible
measures of intervention and sanctions, including financial sanctions, nullifying
decisions, overruling policies and removing personnel, should urgently be drawn up
to guide the new Special Representative of the Secretary-General .

Capacity-building

42. A greater transfer of authorities and a more robust intervention policy should
be accompanied by a more ambitious and systematic policy of capacity-building. It
is a general assessment that the Provisional Institutions of Self-Government are
weak and inexperienced. Along with greater ownership, the Provisional Institutions
of Self-Government must be provided relevant knowledge and expertise. Much has
been done to build such capacity. The most prominent example is the Kosovo Police
Service School. This has been a systematic and evolving project, which has
provided Kosovo with a remarkably well-trained multi-ethnic police service.
However, very significant gaps remain in a number of other areas. Capacity-building
efforts have tended to be sporadic, uncoordinated and of limited duration, carried
out by a number of actors. Under such circumstances the impact will necessarily be
limited. During talks with Kosovo Albanian leaders, they appealed for a more
systematic approach and for ensuring that the qualifications of those involved match
the needs on the ground. The Organization for Security and Cooperation in Europe
(OSCE) could be asked to identify areas where capacity-building is needed and to
draw up a more systematic plan of action for meeting existing requirements.

Economy

43. Prospects for economic development in Kosovo are bleak. It never had a self-
sustaining economy and — as the poorest part of the former Yugoslavia — was
heavily subsidized. The current 60 to 70 per cent unemployment rate and the lack of
economic prospects represent a major source of the widespread frustration.
Unemployment among the minority population in some areas reaches 90 per cent.
Kosovo cannot rely on international aid and remittances much longer and needs
direct investments.

44. While privatization is widely considered as the centrepiece of the UNMIK
economic policy, it still remains only a part of economic development and certainly
is not a panacea. It will not produce positive changes in the short term and the mid-
term prospects depend on a number of other factors, such as investor confidence.
Key Kosovo Albanian leaders are fully aware of this. However, privatization has
become a symbolic issue and a sign of unfulfilled promises by UNMIK. The
privatization process should move forward effectively without delay.

45. A solution to the question of future status will change the economic prospects
and create opportunities for a more comprehensive economic development strategy.
However, the prospects for investments, production and employment will remain
weak for a considerable period of time. While focusing on a European perspective,
Kosovo and surrounding States must be assisted in developing a regional
perspective in order to promote growth. Many of their most promising partners will
be found in their own region. Consequently, any political and economic strategy has
to am at facilitating regional cooperation, development and trade. Defining
Kosovo's future status must not lead to new dividing lines in the region, but must be
used as an opportunity to stimulate cross-border cooperation and trade. The
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European Union (EU) will have to play the primary role in formulating such a
regional, European-oriented economic strategy.

Facing the ultimate challenge; the future status

46. The pressure in Kosovo to raise the future status question will become more
intense. This will force the international community into a discussion about the
timing of status negotiations at least in mid-2005, if not earlier. The question of
timing must be considered from at least three angles: What is the right timing seen
from (a) internal Kosovo considerations; (b) the regional perspective; and (c) the
perspective of the international community?

47. Seen from an internal Kosovo perspective, the longer we wait, the more the
frustration in the Kosovo majority population would increase. The economic
situation would deteriorate further. The lack of a political perspective — a clear
future — would be felt even more intensely than today. This would also affect the
vulnerability of the minorities. Consequently, setting an example after the March
events — with regard to returns and reconstruction as well as decentralization — is
of crucial importance. If the international community cannot now convince Kosovo
Albanians to do their utmost to deliver and give Serbs the reassurances they need,
then we may face two unpleasant options: either to be drawn into status discussions
without having created more stable conditions for the minorities or to postpone
status discussions while seeing a constant increase in tension between the majority
and minority populations. None of these options would serve the interests of Kosovo
or of the international community.

48. From aregional perspective, the most important components are — of course —
the former Yugoslav Republic of Macedonia and Serbia and Montenegro. The
question of the ability of the former Yugoslav Republic of Macedonia to carry the
burden of status negotiations — without experiencing internal turbulence and
tension — has always been difficult to answer. During a number of discussions, with
international representatives as well as with politicians from the region, the answer
has been that the former Yugoslav Republic of Macedonia is now stable enough to
avoid serious spillover effects. In case of prolonged negotiations, resulting in a high
degree of tension inside Kosovo, the situation in the former Yugoslav Republic of
Macedonia may, however, also become tense. This will probably continue to be the
case in the foreseeabl e future.

49. The situation with regard to Serbia and Montenegro is obviously more
complex. Until parliamentary elections are held — maybe early next year — only
radical politicians can gain from discussions about Kosovo's future status. This
topic did not play a prominent role in the recent presidential campaign following the
unanimous approval by the parliament of Serbia and Montenegro of the
decentralization plan presented by the Government. It is unlikely that the political
climate in Serbia and Montenegro will change after the parliamentary elections in
the sense that it will become easier to initiate discussions about the future status of
Kosovo. This will, however, continue to be the situation for the foreseeable future.
Nevertheless, many in Belgrade may understand that authority over Kosovo cannot
be re-established and that the economic and political advantages of solving the
problem — in terms of European integration — may be significant. Postponing
future status discussions will also weaken Belgrade's positions in these discussions.
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50. For the region, a solution to the question of Kosovo's future status would be a
positive development. It would eliminate the by far most important remaining
problem in the Balkans and have a positive effect on the political as well as
economic prospects of the region. Certain key considerations should be kept in
mind; a prolonged negotiation process could create spillover effects. Furthermore,
solutions implying changes in Kosovo's territory or dividing lines in Kosovo based
on ethnic criteria could have dangerous effects in the region.

51. From the perspective of the international community, a discussion of future
status should take place while the international community has the strength and
leverage required to deter and handle internal and external challenges. Waiting will
make the international community weaker and the frustration of the Kosovo
Albanians more intense.

52. Altogether, there is — of course — no ideal moment for raising the future
status issue. There may not even be a good moment. So far, we have all been of the
opinion that it was not timely to touch the future status question. Now, raising it
soon seems — on balance — to be the better option and probably inevitable. The
process must be initiated, albeit cautiously.

53. Any step undertaken on the ground must be seen in this context and contribute
to facilitating orderly status talks. Regular discussions with other key interlocutors
in the international community must be undertaken in order to ensure unity of
purpose and of positions on the ground. And finally, Belgrade must be engaged in a
confidence-building dialogue. Both Belgrade and Pristina must be made aware of
the economic and political advantages which will follow from an orderly solution to
the future status question.

54. The United Nations should play an active part from the outset of the process
together with its partners to ensure that its interests are kept firmly in mind during
the entire process, in the light of the role given to the United Nations in resolution
1244 (1999). Therefore, the United Nations should start its preparations. During an
initial phase, the United Nations should develop its own thinking, discreetly sound
out key capitals and ensure that the United Nations perspective is present. The
United Nations should also engage such capitals in considerations of available
incentives and disincentives, which could be needed and useful to promote stability
before, during and after status discussions. This exploratory phase should be
followed by more concrete preparations on the basis of an agreed way forward, and
subsequently the negotiations of future status, depending on a decision of the
Security Council.

Configuration and engagement of the international
community

Restructuring of the United Nations I nterim Administration
Mission in Kosovo

55. There is no doubt that UNMIK since 1999 has made a significant and
important contribution under difficult circumstances. Its staff is to be commended
for their work in implementing the Security Council’s mandate. However, as time
has passed, the lack of along-term vision and of an integrated strategy has taken its
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toll. Therefore, there is a need to restructure UNMIK in relation to its current and
upcoming priorities.

56. The UNMIK structure was established in order to create unity of purpose,
exploit synergies and avoid duplication by bringing the relevant organizations
together. However, rather than doing so, the pillar structure has sometimes created
frustration over lack of visibility (and generosity) and enabled other participants to
“hide” behind the United Nations without developing their own strategies within
their areas of responsibility. Changes in the structure and working methods of
UNMIK are now expected by all and urgently required in order to project a
convincing image of a dynamic and international community in Kosovo. Today’s
UNMIK is seen by the local community, as well as key international actors, as being
bureaucratic, not able to react quickly and allocate its resources where the priorities
are. The widespread debate on the structure of UNMIK also absorbs much energy
and takes attention away from the substance of the Mission’s work.

57. A restructuring of UNMIK is unavoidable in order to re-energize the Mission,
bring its various components together and concentrate on key priorities in a more
organized way. It will also enable UNMIK to reduce personnel and improve the
quality of its staff and working methods. However, a complete overhaul at this stage
would be counterproductive, leading to more internal discussion and confusion at a
time when concentrated effort on urgent issues of substance is required. It would
also tie the Special Representative of the Secretary-General down at a time when a
new vitality and concentrated attention on priority areas is needed. The restructuring
process should therefore be divided in two phases: first, streamlining and realigning;
and second, preparing for a new division of labour — inevitably a much more
comprehensive effort.

Immediate: realigning and streamlining

58. Thisfirst phase would re-energize the Mission and avoid a period of prolonged
confusion related to pillars, mandates, tasks and lines of authority. A discussion of
whether or not the OSCE and EU pillar should remain or form separate entities
should also be avoided at this stage — although it should not be postponed for long.
The focus this autumn should be on drawing the pillars closer in a coherent and
strategic approach. Emphasis should be on bringing units and personnel dealing
with related issues together, enabling UNMIK to act swiftly in key priority areas.

59. Particular attention should be given to questions relating to community issues.
This can be achieved by bringing the relevant parts of Pillar 11 into the Office of
Communities and Returns located in the Office of the Special Representative of the
Secretary-General or by moving the Office into Pillar 11. The second option has the
advantage of bringing all relevant resources together in one framework and with
community activities led by a senior Deputy Special Representative of the
Secretary-General. This could make community-related work more efficient and
give it a higher profile as an expression of the priority given to these activities.
However, strengthening community activities at the central level should be
accompanied by a reallocation of resources to the municipal level. The lack of
adequate resources at this level has negatively affected UNMIK efforts.

60. Pillar Il (OSCE) and Pillar 1V (EU) would for the time being remain in place,
possibly with some adjustments, and continue to form part of the UNMIK structure.
Clarity should be sought with regard to the “ownership” of the EU Pillar.
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Furthermore, the EU should seek to consolidate its various presences in Kosovo into
a more coherent and streamlined structure, thereby improving its impact on the
ground and the coordination with UNMIK. The establishment of new ministries
could affect the structure and tasks of several pillars, making downsizing and a
reduction of personnel possible. Discussions should also begin on future
responsibilities to be taken on by the regional organizations in order to allow
sufficient time to prepare.

61. There is an urgent need for the different components of UNMIK to work
together. A streamlining effort will therefore have to address internal, particularly
inter-pillar, coordination and cooperation. Policies need to be shaped in a wider,
shared context, where priorities are set jointly on the basis of a common strategy.
Despite regular meetings, joint strategic and operational planning between the
pillars is weak. This leads to parallel actions and a lack of a shared sense of
direction. The absence of UNMIK-wide strategies and inter-pillar priority
formulation leads to tunnel thinking, affecting progress negatively. Of course, each
pillar has different institutional “origins” and different approaches and time lines.
However, their strategic priorities, operational planning and action on the ground
must be better coordinated. A high-level policy coordination mechanism with assets
from across UNMIK could be a useful tool to that effect. Furthermore, the Special
Representative of the Secretary-General must be accepted and seen by all as the
person who sets the direction on the ground.

62. Great care will also have to be taken with regard to recruiting and allocating
the right kind of expertise to fill priority functions. Inexperienced or unqualified
personnel often lead to suboptimal performance and lack of momentum. A mission
“coming of age” is often left without the attention required to recruit personnel able
to meet evolving or new challenges. This should not be allowed to happen.

63. As a part of the more immediate restructuring effort, UNMIK should bring
various other United Nations agencies closer to the Mission. This relates to the
United Nations Development Programme, the United Nations High Commissioner
for Refugees and the Office of the United Nations High Commissioner for Human
Rights. A sense of marginalization should be avoided and corrected. Discussions
should be undertaken on successor arrangements with the United Nations family to
take on tasks where they have a comparative advantage.

A view to the future: a new division of labour

64. A second more comprehensive restructuring will have to take place in 2005
and will need to be well prepared by involving a number of capitals and
headquarters. With the mid-year review and the future status talks possibly
approaching, the international community will have to prepare itself for a new
situation with a different set of tasks. As we approach the end of the mandate of
resolution 1244 (1999), the United Nations will gradually reduce its presence and its
tasks, culminating with a handover at one stage of its authority to new and
permanent institutions established under the political settlement. Residual
responsibilities should be assumed by regional organizations. To that end, the EU
will have to strengthen and widen its presence significantly. OSCE and NATO will
need to adjust their presences to new political realities. This would, of course, |ead
to the elimination of the pillar structure.
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65. With the end of the mandate of resolution 1244 (1999), Kosovo will probably
be governed from Pristina, with the EU assuming the international lead role. The
establishment of an Office of the High Representative in Pristina should be
encouraged. With this in mind, the EU should now start shaping its own strategy
towards Kosovo. Politically, the EU will be the most important magnet both for
Pristina and Belgrade. The EU should be able to use its influence to ensure that the
Kosovo Albanians commit themselves to respecting and facilitating the presence,
participation and identity of the minorities; would be able to create hope by
formulating an economic development strategy; and would be able to provide
incentives and disincentives for the future status negotiations and the period
following them. The importance of formulating such incentives and disincentives
would also apply to Belgrade.

66. OSCE should continue and hopefully enhance its capacity-building efforts,
together with the Council of Europe and other relevant organizations. A continued
international role will be required within the areas of police and justice, primarily
with a monitoring function. The EU and OSCE both have experience in these areas
and should assume responsibility for these activities. Discussions concerning the
handover of United Nations police responsibilities should be initiated with a view to
implementing such a transfer in 2005.

67. KFOR would have to maintain a presence required to ensure a safe and secure
environment. There has been a widely held view that NATO could restructure and
reduce its personnel after the elections in October. However, the most difficult
period ahead of us is not related to the elections or the formation of a new
government. It is rather the moment when the future status issue is put on the table
that the risk of turbulence will be most acute. It is therefore important that NATO
maintain an adequate force level in order to deter and handle possible violence at
that juncture. If reductions take place prematurely, the risk of violence will
increase — putting an orderly process at serious risk.

Broader international community

68. Finally, the constant and strong support of the Security Council and the
Contact Group will be essential as we approach crucial stages and the end game in
Kosovo. The present focus of the Contact Group must be maintained in support of
efforts on the ground. Without this engagement, it will not be possible to keep the
politicians to their commitment and move the process forward in an orderly and
steady way.

69. It is therefore important to enter into a closer dialogue between all the
international actors engaged in Kosovo in order to make sure that a new strategic
approach can be elaborated, agreed upon and implemented. This will require high-
level attention and dedicated resources. UNMIK will not be able to mobilize the
strength, credibility and resources required for carrying out its responsibilities
without the strong and unified support of the broader international community. Each
component of the international community will have a critical role to play. The price
for sporadic interest will be high, and the price for fragmentation will be even
higher. A more concerted and coordinated engagement is therefore urgently required
to ensure that the international community has the unity of purpose and stamina
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required. To this end, a mechanism should be established to ensure regular high-
level contacts between all stakeholdersin key capitals and headquarters.

Timing

70. With regard to the timing, the following preliminary outline could be
envisaged: the mid-2005 comprehensive review is essentially fixed. In order to
maintain pressure, measure progress made in priority standards and adjust future
work, there could be three intermediate reviews led by the Special Representative of
the Secretary-General on the basis of the new strategy, leading to the more
comprehensive mid-2005 review. The first could take place as soon as possible after
the arrival of the new Special Representative of the Secretary-General (well before
the elections), enabling him to have a direct impact on the process from the outset.
Subsequent reviews would take place in January 2005, to consider the performance
of the new government, and in April 2005, to assess the situation and promote
further progress required before the mid-2005 review. The full participation and
support of the Contact Group in this process will be crucial. The Specia
Representative of the Secretary-General would report his findings to the Secretary-
General, who would provide his assessments to the Security Council for its review.
In parallel, the United Nations would this autumn begin discreet discussions at a
high level on political issues related to the new and comprehensive strategy. By
mid-2005, plans for a more fundamental restructuring of the international
community would also be ready for implementation. If negotiations on the future
status started in the second half of 2005, the United Nations should aim to hand over
its responsibilities and terminate its present mission.

Brussels, 15 July 2004
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Terms of reference for a political assessment

Composition. Team leader, Ambassador Ka Eide (Norway); Department of
Peacekeeping Operations, Nannette Ahmed; Department of Political Affairs,
Oleksandr Matsuka; Office of Legal Affairs, Daphna Shraga; and United Nations
Interim Administration Mission in Kosovo (UNMIK), Petr Ivantsov.

Purpose. Asindicated in the report of the Secretary-General on UNMIK of 30 April
2004 (S/2004/348), a political review of the policies and practices of all actors
would be conducted as part of an assessment of the implications of the violent
events that took place in March 2004, and a way forward would be suggested, in
accordance with resolution 1244 (1999).

Scope. In the light of the responsibility of the United Nations in Kosovo under
resolution 1244 (1999), including the provision of an interim administration, to
facilitate a political process designed to determine Kosovo's future status and to
implement an eventual political settlement, the team would review:

* The overall political environment in Kosovo and Belgrade

« The current policies and practices of all actors, including recent initiatives

« The relations among and roles of key actors involved in the political process
« The implications arising from the implementation of the existing strategy

« Other relevant issues related to the political processin Kosovo

UNMIK and the United Nations office in Belgrade would provide the team with all
pertinent information and records as well as full and timely access to relevant
persons and logistical support.

Time frame. The team would initially meet with relevant Headquarters officials
before travelling to Kosovo, Belgrade, Brussels, Vienna and other capitals as
needed. Member States and regional organizations would be consulted as
appropriate. The team should complete its travel and drafting of the report as far as
possible by the end of June.

Findings, recommendations and reporting. The team will prepare a
comprehensive report analysing the current policies and practices, including the
overall state of play in the political process and the interim administration, in
accordance with resolution 1244 (1999). The findings and recommendations of the
team will be submitted to the Secretary-General after consultations with the
Department of Peacekeeping Operations, the Department of Political Affairs, the
Office of Legal Affairsand UNMIK.

9 June 2004
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The way forward in Kosovo
Recommendations of the Secretary-General

1. Asstated in my report to the Security Council on the United Nations Interim
Administration Mission in Kosovo (UNMIK) (S/2004/613), following the events of
March, | requested that a comprehensive review of the policies and practices of all
actors in Kosovo (Serbia and Montenegro) be conducted and that options and
recommendations be provided as a basis for further thinking on the way forward, in
accordance with Security Council resolution 1244 (1999). Ambassador Kai Eide of
Norway, whom | asked to conduct the review, submitted his assessment and
recommendations for my consideration (see the enclosure to annex 1). In his
excellent report he outlined a comprehensive and integrated strategy that provides a
basis to take us from the present into the process that will determine the future
status of Kosovo. On 6 August, | conveyed a copy of the report to the President of
the Security Council, with a request that it be brought to the attention of the
members of the Council. | also stated that | was considering the recommendations
contained in the report and that, in due course, | would revert to the Council with
my recommendations after appropriate consultations, including with my Special
Representative for Kosovo, Sgren Jessen-Petersen.

2. Consultations with key Member States — the Contact Group plus the other
European members of the Security Council — as well as the leadership of our
partner organizations in Kosovo, the European Union, the Organization for Security
and Cooperation in Europe (OSCE) and the North Atlantic Treaty Organization
(NATO), were held on 20 September. We felt that those constructive meetings
resulted in a general understanding of and support for an integrated strategy for the
way forward in Kosovo from now to mid-2005 and in preparation for the future
status process. There was broad agreement on the need to focus on the economy and
on security, the need to engage with Belgrade and to bring the Kosovo Serbs into the
process, and the importance of the standards process. There was also broad support
for a subregional approach that would not focus exclusively on Kosovo. My Special
Representative has also consulted with the parties on the ground.

3. | would like to emphasize that all processes in Kosovo must remain within the
parameters of Security Council resolution 1244 (1999). In order to move beyond the
current situation, we find it is essential that a comprehensive and integrated strategy
be put in place to take us into the future status process based on a decision by the
Security Council. At that time, the international community will need to be prepared
and the United Nations will lead the preparations in coordination with key Member
States and partner organizations.

4.  Such an integrated strategy includes several main components: strengthening
current efforts to deal with the causes and consequences of the March violence;
improving dialogue at all levels; initiating a more comprehensive dialogue with
Belgrade; recalibrating the standards policy; transferring further competences to the
Provisional Institutions of Self-Government; increasing accountability of the
Provisional Institutions; increasing oversight and intervention, as necessary, by
UNMIK; enhancing capacity-building for the Provisional Institutions; implementing
a stronger economic development policy with short- and long-term measures; and
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realigning and streamlining UNMIK. My Special Representative has already taken
significant initiatives while moving forward with the integrated strategy.

5. Achieving progress on the eight standards remains the basis of our policy, and
this process be carried out in a dynamic and priority-based way within the overall
framework of the integrated strategy in order to give momentum and direction to the
political process. The Provisional Institutions must make substantial progress on
meeting the standards in order to move forward. | must emphasize that all the
standards are important. The focus of this refined policy is not to diminish any of
the eight standards but to focus on priority areas. We should bear in mind that the
standards are of value in and of themselves. Achieving the standards will not only
lead to a qualitative change in society in Kosovo, but will also provide a political
perspective for Kosovo within Europe. UNMIK will lead the reviews of progress
achieved in implementing the standards by providing quarterly technical
assessments, which are discussed with the Provisional Institutions and local
representatives of the Contact Group. These technical assessments provide the basis
for the political assessments contained in my reports to the Security Council that
focus on priority actions within each standard considered necessary to facilitate
orderly future status discussions, to contribute to ensuring the sustainability of an
eventual political settlement, to further regional and European integration efforts
and to ensure measures crucial for security and the inclusion of all communities in
Kosovo. A comprehensive review may be conducted in mid-2005 on the basis of
which the Security Council will determine whether to initiate the political process
leading to a determination of the future status of Kosovo.

6. Another element of the integrated strategy is the transfer to the Provisional
Institutions of those additional competencies which are not inherent attributes of
sovereignty. We must also take into account reserved powers and responsibilities in
areas of key importance for the implementation of the mandate of the international
civil presence. In thisregard, | would recall that, in accordance with resolution 1244
(1999), my Special Representative is vested with full authority and accountability
for the implementation of the duties and responsibilities of the international civil
presence. This ultimate authority cannot be delegated or transferred. UNMIK has
undertaken a comprehensive review of the competencies it currently manages and
has identified a number of competencies that do not impinge on sovereignty that
may be transferred to the Provisional Institutions. UNMIK has also identified areas
of enhanced operational involvement of the Provisional Institutions in certain
reserved fields.

7. This transfer policy is strongly linked to the need for greater accountability
and responsibility of the Provisional Institutions, which must ensure the delivery of
essential services to all communities. The representatives of the Provisional
Institutions, and in particular the political leaders of the majority community, are
responsible for demonstrating that they will exercise their powers and
responsibilities for the benefit of all people in Kosovo. This requires that all
communities actively and meaningfully participate in the Provisional Institutions. In
order to further this process, there is a need to build additional capacities within the
Provisional Institutions. A more coherent and ambitious capacity-building policy
will therefore be essential, and action by UNMIK in this regard is already under
way.
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8.  Furthermore, the transfer policy outlined above cannot work without greater
accountability of the Provisional Institutions and a robust oversight, intervention
and sanctioning policy implemented by UNMIK. This requires that the Provisional
Institutions accept that the transfer of further competencies is necessarily coupled
with a greater degree of oversight and that they cooperate with UNMIK in this
regard. In addition, UNMIK is putting in place more effective mechanisms for
oversight and remedial interventions to ensure the full implementation of resolution
1244 (1999) and compliance with the Constitutional Framework and applicable
legislation.

9. Progress on the reform of local government is essential. Active steps will be
necessary to ensure consensus on the way forward and to begin implementation. As
requested by the Council, | will in due course submit recommendations on possible
new institutional arrangements for more effective local government through the
devolution of central non-reserved responsibilities to local authorities and
communities in Kosovo.

10. We also cannot lose sight of the fact that, despite some progress, much remains
to be done in response to the violence that occurred in March. It is important to
ensure sustained action to deal with the consequences and causes of the March
events by creating institutions that are responsive to those needs and by ensuring the
active engagement of the leaders and people of Kosovo for a multi-ethnic society.
The focus on priority actions within the standards that relate to the causes of that
violence will help to ensure that the consequences are addressed. Current efforts —
through action by the Provisional Institutions of Self-Government, with the support
of UNMIK and the Kosovo Force (KFOR) — aimed at ensuring the prosecution of
those responsible, the improvement of security and the reconstruction of destroyed
homes and religious sites must be reinforced. Furthermore, the conditions necessary
for the safe and sustainable return of those newly displaced, as well as those
displaced for a number of years, need to be put in place. UNMIK will work with
local partners to ensure the continuation of improved security and freedom of
movement, which are key factors needed for accelerating the return of displaced
persons to Kosovo.

11. While security underlies all other activities in Kosovo, revitalization of the
economy remains an overriding concern. Economic development should improve
not only general social and economic conditions, but also the social context for
security and stability. A midterm and long-term economic strategy must be
complemented by effective short-term measures. | call upon the European Union
urgently to design and implement an economic development strategy and ensure that
there is aregional perspective for the economic development of Kosovo.

12. Multi-channel dialogue is essential. There needs to be intensified dialogue
between the communities in Kosovo as well as between Belgrade and Pristina. In
addition, a more intense and comprehensive dialogue with Belgrade is being
initiated, taking into account Belgrade's legitimate interest and concerns. Further, it
is imperative to enhance the involvement of Kosovo in regional dialogue and
initiatives if European standards are to be achieved.

13. Meanwhile, UNMIK is being streamlined and realigned now within the
existing pillar structure to ensure a more concentrated effort and to focus on the key
challenges and priorities. This could involve our partners in UNMIK — the
European Union and OSCE — taking on additional competences (including
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financial commitments) in different areas within UNMIK and strengthening their
overall commitment. A more comprehensive restructuring of the international
presence as a whole could be undertaken in 2005, based on the decisions of the
Security Council and its priorities at that time. Furthermore, | call upon NATO to
maintain the KFOR presence required to implement its responsibilities under
resolution 1244 (1999), particularly to ensure a safe and secure environment,
including with the provision of an adequate force level during the future status
process and the implementation of an eventual political settlement.

14. Finally, | would like to emphasize that the unified and coordinated support of
the broader international community, particularly that of key Member States, such as
those in the Security Council and in the Contact Group, is essential for success in
our common endeavour. While UNMIK and our key international partners play a
central role in the implementation of the integrated strategy, it is the people of
Kosovo from al communities and their representatives in the Provisional
Institutions and political leaders that must work towards the goals set out in the
strategy in their areas of responsibility and ensure that there is progress. Progressin
all these aspects is essential for the success and sustainability of any future status
process, and only if progress is sufficient will it be possible to consider moving
gradually into talks on the future status of Kosovo.
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