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Dear Colleagues and Friends,
This publication consists of the written revised versions of the presentations
delivered within the traditional Summer Seminar for Young Public Servants from
Southeastern Europe, conducted by the Economic Policy Institute (EPI) – a Bulgarian independent non-governmental organization, for a tenth consecutive year
in May 31st – June 5th 2010 in “Riviera Holiday Club” (Varna), thanks to the kind
ﬁnancial support of the Hanns Seidel Foundation, Bulgaria; the Representation
of the European Commission in Bulgaria; Bulgarian Development Bank; CIBANK
and Mr. Bricolage.
It was in 2000 when within a joint project of the Bertelsmann Foundation and
the World Bank the EPI initiated the idea for establishing a focal point for exchange
of knowledge and experience, training and networking between young public
servants working in the ﬁeld of European integration. The project, entitled “Preparation for EU Accession”, covered at ﬁrst Bulgaria and Romania and nowadays the
annual event gathers promising experts from ten SEE countries, thus including also
Albania, Bosnia and Herzegovina, Croatia, Macedonia, Moldova, Montenegro,
Serbia and Turkey.
In 2009 the EPI celebrated the tenth anniversary of the Summer Seminar series
which was also marked by launching a new format of the seminar - “Eﬃcient Membership and Successful Preparation for EU Accession”. This new framework aims at
reﬂecting the new status of Bulgaria and Romania by keeping at the same time
the initial focus of the project. This year’s eleventh edition of the Summer Seminar
made another step towards fostering co-operation and networking amongst SEE
future leaders through facilitating the know-how transfer and creating a platform
for vivid debates on the most recent developments and long-term EU policies and
processes.
The aforementioned outcomes were achieved to a great extent through the
variety of topics, presented by a wide range of distinguished panelists – high
representatives of SEE state administration, EU oﬃcials, reputable experts and
researchers on EU aﬀairs, NGO leaders and top business executives, operating in
the region.
In order to ensure the sustainability of the EPI long-term project, the present
volume seeks to further deepen the focus of the Seminar by providing a food for
thought and presenting at your attention lecturers’ valuable contributions, structured within the following main thematic chapters:

Four Years after the EU Accession – Lessons and Conclusions from Bulgaria;

The Process of EU Integration – Challenges Ahead;

EU Membership – Lessons After the Accession;

The Process of EU Integration – Regional Initiatives;
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External Relations of the European Union;
Interactive Workshop on Accountability and Transpanency of Listed ;

We would like to thank all the colleagues, friends and actors who have inspired,
trusted and supported us through these ten years. We also thank all donor organisations which made this unique initiative possible and rewarding for its more than
320 participants since 2000 who, in the mean time, have formed a vibrant alumni
community represented on a high political and expert level in all SEE countries
and EU institutions.
Last but not least, we are convinced that by publishing and disseminating this
issue, both on a hard copy and electronically, we do actively contribute to the widening of beneﬁciaries’ circles and thus, we support the eﬀorts of all those believing
in and working for the future of the European ideas.
Ivanka Petkova
Chairperson
Economic Policy Institute

Yasen Georgiev
Executive Director
Economic Policy Institute

WELCOMING ADDRESSES

Kalin Marinov
Executive Director
Economic Policy Institute
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Bogdan Mirtchev

Representative of the Hanns Seidel Foundation
in Bulgaria

Distinguished guests and participants,
First of all, on behalf of the Hanns Seidel Foundation I would like to welcome
you all to this 11th Summer Seminar for YoungPpublic Servants from Southeastern Europe: “Eﬃcient Membership and Successful Preparation for EU Accession”.
The Summer Seminar for Young Public Servants from Southeastern Europe is
organized by the Economic Policy Institute and supported for the third time
by the Hanns Seidel Foundation
I am very pleased and honored with your presence.
Ladies and Gentlemen,
Allow me to say a few words about the Hanns Seidel Foundation.
The Hanns Seidel Foundation is one of the German political foundations
and was established on April 11, 1967. The current form of the German political foundations is a unique one: no other country has similar organizations
engaged in the service of democracy, peace and development worldwide.
The coexistence of the German political foundations and their common approach to democracy, peace and development are proof of the pluralism of
the democratic system in Germany.
The Hanns Seidel Foundation is an independent German political institution, yet espouses ideals close to those of the Christian Social Union (CSU). The
Hanns Seidel Foundation activities are ﬁnanced by funds supplied by the Federal
Republic of Germany and the Free State of Bavaria. Because the Hanns Seidel
Foundation pursues exclusively and directly non-proﬁt-making aims, it is required
to adhere strictly to the conditions imposed on it for the granting of funds; in
addition, it is subject to the constant monitoring of the Federal Audit Oﬃce.
“In the service of democracy, peace and development” is the principle guiding the work of the Hanns Seidel Foundation. The foundation works at the
interface of politics and science. Its task is to analyze political inter-relations, to
create a scientiﬁc basis for political action and to bring experts, multiplicators

15

and decision-makers together.
The Hanns Seidel Foundation’s manifold responsibilities are concentrated
in four special departments:
- Academy for Politics and Current Aﬀairs
- Institute for Adult Civic Education and Cooperation
- Scholarship Organization
- Institute for International Contact and Cooperation
For more than 30 years, the Institute for International Contact and Cooperation of the Hanns Seidel Foundation has been involved in international
projects with ﬁnancial backing from the German Federal Ministry for Economic Cooperation and Development, the European Union, the United Nation
Development Fund and other partners. The Hanns Seidel Foundation works
throughout the world towards good governance, democracy, peace, the rule
of law and sustainable development. Through political consultancy, vocational
and professional training, rural development, management training and the
promotion of constitutional structures in administrations and institutions, the
Institute oﬀers methods of resolution for improving political frameworks and
conditions in the project countries. Today the Hanns Seidel Foundation has
over 90 projects in over 50 countries.
Central, Eastern and Southern Europe form an important focus of our international work. In the EU Member states Hungary, the Czech Republic, Slovakia,
Bulgaria and Romania the foundation contributes to project initiatives towards
consolidation of the integration process.
In the candidate countries Croatia and Macedonia, the work of the Hanns Seidel Foundation is aimed at advancing the fulﬁllment of EU accession criteria.
In Serbia, Montenegro, Bosnia and Herzegovina as well as in Albania, the
programs are aimed at developing pluralistic societies and inter-regional cooperation as a basis for stability and security. The foundation supports with a
project the internal reform process in the Ukraine. The Hanns Seidel Foundation has also complementary cooperation measures in Russia, Belarus and the
Caucasus, which complete the overall regional strategy.
For all sectors topics like reform of administration, improvement of decentralization on local government, reform of the police forces, vocational training
and promotion of international dialogue by conferences, seminars and round
tables are relevant. The emphasis hereby is put on promoting all these sectors
to make them more eﬃcient and more transparent. Civil servants training seminars are directed at instructing and teaching members of municipalities and
members of ministry administration to strengthen their skill and knowledge
and to enable these executives to decide or act more eﬃciently.
Through the Summer Seminar for Young Public Servants we seek also to
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support and advance the regional cooperation and common understanding
between young public servants from the Black Sea Region and Southeastern
Europe. It is our purpose to contribute to the EU integration and cooperation
process in the region. During the previous years the Summer Seminar for
Young Young Public Servants always put an emphasis on the integration of
the Western Balkans into the EU.
With regard to the current processes and challenges, this year our attention
is especially drawn to the experience and lessons of the newest EU members
and the impact of the global ﬁnancial crisis on the wider process of European
integration.
The lectures at the seminar will be given by distinguished scholars, diplomats and economic experts. I would also like to thank to all of them for their
participation and commitment.
I have the honor to welcome to the Opening of the11th Summer Seminar
For Young Public Servants H.E. Zinaida Zlatanova, Head of EC Representation
in Bulgaria and H.E. Jorge Fuentes, Ambassador of Spain.
The Economic Policy Institute and the Hanns Seidel Foundation will present
all the successful participants of the Summer Seminar for Young Public Servants with a certiﬁcate.
This Summer Seminar takes place in the Riviera Resort, near the Bulgarian
town of Varna – a region with many sunny days in the summer and a rich historical background.
I hope you will have the opportunity in your free time to gather insights on
the history, hospitality and the beautiful nature of this part of Bulgaria. Let us
not forget the red wine, of course.
Again, thank you for being with us, I wish you an interesting and stimulating
week and have a wonderful stay in Bulgaria!
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Mrs. Zinaida Zlatanova is currently Head of the EC
Representation in Bulgaria. She has vast experience in the
European integration ﬁeld.
From September 2001 to April 2007 Mrs. Zlatanova served
as Director of the European Aﬀairs and Relations with IFIs
Directorate, Council of Ministers. In the period October
1998 – September 2001 she obtained the position of Head
of the European integration Department at the Ministry of
Environment and Water. In May 1998 Mrs. Zlatanova entered the same ministry as Chief expert at the International
Cooperation and European Integration Department. Prior to
her appointment as a civil servant, she worked as an Export expert at the German
Unit of Domaine Boyar Ltd.

be well prepared before joining the Union. This is why, as public servants, your
engagement and commitment is crucial to prepare your countries for future
EU membership.
On one hand, you can support needed reforms from the inside by bringing
in your know-how, energy and motivation. On the other hand, you can raise
awareness about the EU and its achievements among your citizens; you can
contribute to building conﬁdence both in the EU member states and in your
respective countries.
Although the European Commission is committed to encouraging the Western Balkans in their road towards EU integration, it is in the end the leaders
and peoples of the region who will decide on their European future.
I wish you a lot of energy and success in your work and am conﬁdent that
together, we will achieve that goal!

Dear friends,
On behalf of the European Commission Representation in Bulgaria, I would
like to congratulate the Economic Policy Institute on the eleventh edition of this
Summer Seminar aiming to gather young public servants from Southeastern
Europe in order to discuss issues of key importance for the EU integration of
the region.
History has shown that constructive dialogue has been a crucial element in
the European integration. In that respect, the organization of the seminar this
year is particularly timely. It comes just a couple of days before an EU-Balkans
summit is to be held in Sarajevo in order to discuss the region’s European
perspectives.
It also comes only days after the European Commission proposed visa-free
travel for citizens from Albania and Bosnia and Herzegovina. Furthermore, as of
December last year, citizens from Serbia, Montenegro and the Former Yugoslav
Republic of Macedonia can also travel visa-free to the EU.
The European Union stands by its commitment to a European future of the
Western Balkans and this is just one way of making this European perspective
more tangible.
Enlargement is more than a policy of the European Union. It has transformed
countries, lives and I think, Europe as a whole. It has reuniﬁed a divided continent and helped consolidate democracy and stability across the continent. It is
therefore natural that we aspire to the progressive integration of the Western
Balkans into the European Union.
But as being an EU member is a highly demanding task, every country should
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HONORARY SPEECHES
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The Belgian Presidency of the Council of the
European Union: challenges and priorities
H.E. Mark Michielsen is Belgian, born in 1959. He holds a
bachelor degree in Philosophy, masters in International and
Administrative Studies and Law. His Excellency is a Ph.D. in
Political Science.
His diplomatic career started at the Ministry of Foreign Aﬀairs,
Brussels where he was responsible for GATT and Latin America
from October 1989 to July 1991. For a one-year period (June 1996
– August 1997) he dealt with the issues of NATO and WEU at the
Ministry. Until February 2001 Mr. Michielsen served as First Secretary (DHoM) at
the Embassy of Belgium in Dublin. From March 2001 to July next year he obtained
the possition of counsellor at the Permanent Representation of Belgium to COPS,
Brussels. In the period August 2002 – August 2005 followed another mission abroad
– Counsellor and later Minister-Counsellor (DHoM) at the Belgian Embassy in Moscow. His Excellency took part at the administration of the Belgian OSCE Chairmanship (August 2005 – December 2006) as a Political Director. Since the beginning
of 2007 he acted as a spokesperson of the Belgian Ministry of Foreign Aﬀairs. In
September 2008 Mark Michielsen became Ambassador at the Belgian Embassy in
Soﬁa with jurisdiction for the Republic of Bulgaria, FYR Macedonia, the Republic of
Kossovo and the Republic of Albania. He has obtained that position ever since.
Belgium exercises the rotating Presidency of the Council of the European
Union as of July 1st, 2010 and this will continue for a period of six months.
The legal ground is article 16.9 of the Treaty of the European Union: “The
Presidency of Council conﬁgurations, other than that of Foreign Aﬀairs, shall
be held by Member State representatives in the Council on the basis of equal
representation”.
It is the 12th time that Belgium takes up the Presidency of the Council of the
European Union. Each time this is a tremendous challenge.

A Council presidency
First of all, what is a Council Presidency? The presidency is representing and
is responsible for the functioning of the Council or better, the diﬀerent Council
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formations in the European Union. This implies inﬂuencing the direction of EU
policies. Among other tasks the Presidency has to program, organize and chair
the meetings, guard the respect of the rules of procedure, formulate compromises and negotiate agreements with the European parliament.
This challenging program has to be realized in a new and diﬃcult context.
Firstly, the EU has changed a lot in the last 10 years. Let us look back at 2001, the
last time we had the Presidency. In 2001 the EU was a community of 15 member
states. Today we are 27. I do not have to say that this mere fact has a huge inﬂuence on the way a Presidency functions. Secondly, the Lisbon Treaty has created
new procedures and new functions. The inﬂuence of the Parliament has increased
and the functions of Lady Aston as well as of Herman Van Rompuy have changed
the European power system. Thirdly, there are some factual situations that will
make our lives not easy. In particular, I think at the legislative backlog of the new
Commission and the economic and social crisis that we are facing.
Besides all this, the Presidency of the Council is also a logistical challenge. In
only six months time Belgium will chair 27 Council formations and 16 informal
Council sessions. More than 500 meetings will take place in diﬀerent EU areas.
Very challenging will be the ASEM 8 meeting that will bring the Heads of state
and/or government of 48 countries to Brussels on 4 and 5 October. Another
logistical exercise will be the European Development Days, to be held in December, which will bring about 4000 participants to Brussels.

Preparing for a EU presidency
How did we prepare for the Presidency? Our Program was developed in
three diﬀerent movements. First of all, there is the common work of the Trio,
composed of Spain, Belgium and Hungary. Together we wrote an 18-month
presidency program which was approved by the General Aﬀairs Council of 7
December 2009. Secondly, we worked on our six-month presidency program.
This work started in November 2008 and was ﬁnished in June 2010.The program
was established by all levels of the Belgian federal state: the federal level, the
level of the communities and the level of the regions. We also did our best to
take aboard the views of the civil society. An interactive website was created
and meetings took place between the political level and representatives of the
civil society. On speciﬁc themes conferences or meetings were held. We also
conducted consultations with the European institutions to make sure that our
program would ﬁnd approval by the other EU institutions. Thirdly, the Belgian
program was ﬁnalized on the basis of the so-called legacy program of the
Spanish presidency. The leftovers of their program were taken onboard by us
to be pursued further.
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The Belgian Priorities
We developed ﬁve clusters of major importance: 1) combating the economic
and ﬁnancial crisis, 2) reinforcing the social dimension of the EU, 3) implementing the Stockholm program action plan in matters of Justice and Home
aﬀairs, 4) Environment and climate, 5) Enlargement. Next to that, there is the
implementation of the Lisbon Treaty.
When it comes to combating the economic and ﬁnancial crisis Belgium
will be active in diﬀerent ﬁelds. In the short term, we will have to follow up
the situation and the measures that were taken during the ﬁrst part of this
year. This approach is merely reactive. Looking at the mid term our approach
becomes proactive in nature. During our Presidency a series of measures on
ﬁnancial sector reform will be pursued. We will also assure the follow-up of the
task force under the lead of European President Van Rompuy that will work out
measures to strengthen the budgetary discipline of the EU member states.
And ﬁnally, there is a project with a clear long term view: the strategy Europe
2020. This strategy aims to guarantee the growth and the jobs of a European
knowledge-based economy. Five quantiﬁed targets were adopted which will
have to be attained by the EU member states: 1) a labor participation of 75%
of the Europeans who are between 20 and 64 years old, 2) 3% of GDP has to
be invested in R&D, 3) the 20-20-20 norm in the ﬁeld of environment has to
be obtained, 4) drop out prevention of schoolchildren must lead to a situation
where less than 10% leave the schools, 5) twenty million of Europeans have to
be lifted above the poverty line. These targets will be pursued by the member
states and the targets have to be translated in national plans to be worked out
under our Presidency.
Second priority is our Endeavour to reinforce the social dimension of the EU.
We should not forget that 2010 is the European year for the struggle against
poverty. Whenever legislative work will be carried out during our Presidency we
will give special attention to the social dimension of it. We will look attentively
at the social aspects of the Europe 2020 strategy. Also on other levels we will
be active. For example, we will look at the further development of the social
agenda of the Commission.
Third priority is the implementation of the Stockholm Action Plan on Justice
& Home aﬀairs. You will remember that the Stockholm program was adopted
under the Swedish presidency (2009). We now have to start the implementation of the action plan. This means more and better cooperation in many ﬁelds:
police and customs, civil and penal law, international tourism and international
crime, migration and asylum, recognition of judicial decisions.
Our fourth priority is environment and climate. An important event will
be the Cancun conference that is going to take place at the end of the year.

25

Cancun is the follow-up of the Copenhagen conference and the aim is to push
the European approach on global warming further on the international level.
We will also work on the theme of carbon leakage and in general we will pay
particular attention to the green dimension when we carry out legislative work
in ﬁelds such as green transportation, energy or ﬁscal policies.
Fifth priority is enlargement. Many countries with European aspirations
are at diﬀerent stages of the road that leads to EU membership. Albania has
asked for candidate status. If the opinion of the Commission is positive, we will
be keen to follow this up. If Athens and Skopje sort out their diﬀerences, we
will be eager to move swiftly to a decision on starting membership negotiations between the EU and Skopje. Croatia will probably not be able to close
all chapters before the end of the year but we will do our utmost to push the
negotiations further so that under the Hungarian presidency negotiations
might come to a close.
Finally, there is the implementation of the Lisbon Treaty. The next six months
we will have to implement further the Lisbon Treaty and to make it work. The
ﬁnancial provisions and the personal regulations of the European External Action Service have to be worked out, so that the service can really start working.
This will be one of the big challenges for the coming months. Next to that, we
will have to work out a budget for the EU according to the new rules of the
Lisbon Treaty. In part this will imply some legislative work. Other outstanding
work is the European Citizens Initiative and the adhesion of the EU to the European Convention on Human Rights.
I would like to stress that Belgian EU Presidencies in the past were characterized by their ﬂexibility and pragmatism. We do want to act as honest brokers.
This time will not be diﬀerent. We prepared well, as a trio and on all levels of
Belgian society. We established privileged relations with the European institutions. We developed a roadmap and we worked out deliverables for the six
months to come. Let me assure you that we will serve the common interest of
the member states and that we will do our utmost to make this presidency a
successful one, for the sake of all of us.
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Widening and deepening of the EU:
the role of the global crisis
Prof. Dr. András Inotai is General Director of the Institute
for World Economics of the Hungarian Academy of Sciences
in Budapest. The Institute studies medium-term economic
development trends in the world and their impact on Hungary,
the economic development of the European and Hungarian
region, interregional economic cooperation, and successful and
failed attempts at economic modernization in various countries
and regions.
Dr. Inotai began working at the Institute in 1967 as a research fellow. In 1972, he
began teaching at San Marcos University in Lima, Peru, and after a brief return to
Hungary, he began working in the World Bank’s Trade Policy Division in Washington,
D.C. in 1989. In 1991 became doctor of economical sciences, returned to Budapest
and continued his work within the Institute.

Introduction
Over decades, the process of European integration had been characterized
by a parallel movement of widening and deepening. More precisely, each widening had been preceeded by an already ongoing deepening. Britain, Denmark
and Ireland joined the European Economic Community (EEC) in 1973, when the
second stage of the economic integration theory was established. Following
the free trade among the original six member countries (ﬁrst stage), agreement
could be achieved over the creation of the customs union. As a result of a multiannual process, by the end of 1974, member countries transferred their national
trade policies to Brussels. The Mediterranean enlargement was accompanied
by growing cohesion, enhanced regional policy and the ambitious program
of Jacques Delors to create the internal market by 1992. The enlargement
by Austria, Finland and Sweden took place in 1995, when preparation for an
Economic and Monetary Union and the introduction of the common currency
was already dynamicly developing. Based on this experience of combining
widening with deepening and, more importantly, making fundamental steps
towards deepening and involve into this environment the steps of widening,
the Commission emphasized on the importance of introducing some basic
reforms before the historically unique „Eastern enlargement”. Unfortunately,
due to the resistance of some member countries, such reforms remained either
unfulﬁlled (e.g. the budget reform) or became half-hearted eﬀorts (e.g. the
common agricultural policy, the institutions and decision-making). In conse-
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quence, the biggest widening of the European integration was not preceeded
by an appropriate level of deepening, a fundamental shortcoming of the EU
that could be experienced in the last years. There is no question that the global
ﬁnancial and macroeconomic crisis has exacerbated this contradiction and
called attention to the imbalance between widening and deepening. It has to
be underlined that it is not the historically unavoidable widening to be blamed
for this imbalance but the unfulﬁlled targets of deepening. The Lisbon Treaty,
accepted after years of resistance by several member countries and with a
number of bad compromises imposed by short-term political and sometimes
populist considerations, could be considered an inappropriate reacton to the
situation of the EU a decade ago (when, in fact, such a treaty should have
been signed in Nice). However, it does not represent any adequate response
to the current challenges. Just the opposite, it seems to impair the EU’s ability
to ﬁnd the right and quick answers to unprecedented global developments.
Policies facing the current global crisis have already clashed with the reality of
institutional strait-jacket. However, based on the diﬃculties of the ratiﬁcation
of the Lisbon Treaty, at the moment nobody dares to initiate a new stage of
institutional reforms, even if the experience and the consequences of the global
crisis would deﬁnitely call for renewed eﬀorts (also) in this ﬁeld.

1. The classic way of widening
Following the big bang enlargement of the EU in 2004 (and in 2007), the
process of further widening has not been stopped but the previous experience
of such a group approach was abandoned. The main reason was not the ﬁrst
experience from the „Eastern” enlargement and the growing „enlargement
fatigue”1 in some member countries. This change was rather less perceived
among leading politicians and business representatives but much more in
diﬀerent social circles as well as the public opinion in selected „old” member
countries. It was more important that the countries with the promise of membership were diﬀerently prepared for starting oﬃcial negotiations on accession.
Thus, the EU opted for more diﬀerentiated approach. Oﬃcial negotiations with
Croatia and Turkey have started in October 2005. During the Thessaloniki summit of the European Council that was held earlier, all successor countries of the
Yugoslav Federation and Albania were promised a EU membership once they
have complied with the entry criteria. The global crisis did not fundamentally
interfere this process, even if the main attention and the key priorities of the EU
were obviously diverted to management of the crisis. The lack of interference
1
In fact, populist politicians in several countries could successfully make responsible the enlargement for their other
problems both on the domestic level and due to the missing opportunities of deepening the integration process.

28

can also be explained by the fact that no country reached a stage at which
the accession would have become imminent and could have had a direct or
indirect impact on crisis management and the short-term prospects of the EU.
Obviously, there were delays, but they could be attributed to special interest
conﬂicts, such as Slovenia’s blockage of accession negotiations with Croatia, the
very special features of the negotiations between Brussels and Turkey and the
„name dispute” between Greece and Macedonia. None of them can be related
to the impact and consequences of crisis mamagement. Most countries being promised a membership made some steps towards getting nearer to the
EU and preparing themselves for a start of negotiations. However, all of them
(except Croatia) remained at diﬀerent levels of the pre-negotiation stage. The
situation is illustrated in the following table. (P. 30)
The information summarized in the table requires some comments.
First, the crisis did not stop the accession process. Just the opposite, three
countries have submitted their oﬃcial application for future membership
just in the crisis period (2008 and 2009), but without any veriﬁable interplay
between crisis and individual steps. Second, the Commission responded to
the applications properly and initiated the well-known process of sending
out the avis to Montenegro and Albania. Both countries returned the ﬁlled-in
questionnaire within a few months. They are now waiting for the Commission’s avis that may be published during 2010. Third, with several years of
delay, the Commission recommended a start of accession negotiations with
Macedonia in 2009. However, due to Greek’s opposition to the oﬃcial negotiations the latter have still not started as of today and a potential date is
yet unclear. Fourth, Croatia’s negotiation process on accession may last ﬁve
and a half to six years, and the time between starting negotiations and accession could cover a period of more than seven years. This is longer than it
took the Central and Eastern European countries, that needed less than ﬁve
years of negotiations (from March 1998 to December 2002) and their trayectory between starting negotiations and accession took altogether six years.
However, there has not been any crisis-related element that prolonged the
Croatian accession process. Similarly long paths characterized the Spanish
and Portuguese accession a quarter of century ago, with an uncomparably
„weaker” acquis communautaire to be negotiated in diﬀerent chapters. Finally,
Bosnia-Herzegovina is still in the Stabilization and Association Process (SAP),
the successful ﬁnishing of which is a precondition of submitting the oﬃcial
application letter in Brussels. The situation is even less clear for Kosovo that
has not (yet) been diplomatically recognized by ﬁve EU member countries
(Cyprus, Greece, Romania, Slovakia and Spain).
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Serbia

Enlargement and European integration have two levels. The traditional
one is to come from outside and become a member of the EU. However, not
less important seems to be the non-traditional option, which includes the joining of already full-ﬂedged member country in new and deepener spheres of
integration. In this context, two issues have to be raised. One is the accession
to the Schengen area that happened to the 2004 members in 2007-2008, or
shortly before the crisis broke out. Bulgaria and Romania are expected to join
the Schengen area in the ﬁrst half of 2011, without any impact of the crisis and
crisis management.

Macedonia

Montenegro

Albania

2. The „non-classic way” of widening

Croatia
Stages

Stages of Accession (as of April 2010)

BosniaHerzegovina

Kosovo

In sum, relations between the EU and the countries with membership
promise have not been directly aﬀected by the crisis. Since no decision on accession had to be made during the last two years dominated by crisis-related
policies, the EU could easily manage the „low-proﬁle”issue of widening without
any conﬂict between enlargement and the increasing need of crisis imposed
deepening.

Much more aﬀected is, however, the second area of„enlargement”, namely
that of the Eurozone. Here, deepening and widening are closely interrelated. Crisis management necessarily leading to deepening of integration may prolong
the waiting time for not-yet Eurozone members of the EU. But, even here, the
picture is by far not unanimous. Just in the worst period of the Eurozone crisis,
Estonia was allowed to become the 17th member of the monetary union and
to introduce the common currency. In contrast, in the spring of 2010, Bulgaria
gave up its eﬀort to apply for membership in the ERM-2, as a precondition of
future membership. Although the country fulﬁlled almost all Maastricht criteria
and performed much better than most of the Eurozone member countries
concerning both budget deﬁcit and public debt, the Eurozone countries could
persuade Bulgaria to withdraw its application (before it would have been oﬃcially rejected, as a few years ago the Eurozone membership application by
Lithuania). In this context, the substantial turmoils in the Eurozone peaked
by the delayed and extremely costly management of the „Greek drama” have
played a key role.
However, the increasingly two-tier character of the monetary union due to
the management and the consequences of the Greek crisis puts future membership of non-Eurozone EU members into a new light. Obviously, among the latter
two groups have to be clearly diﬀerentiated.The ﬁrst group with currency board
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arrangements (Baltic countries plus Bulgaria) has no other viable option or exit
strategy than to join the Eurozone as soon as possible. Estonia seems to have
arrived in the safe port, while Latvia and Lithuania are members of the ERM-2
and expect relatively early membership (by 2013-2014). In turn, Bulgaria is the
only currency-board country without ERM-2 membership at the moment. The
second group includes the Czech Republic, Hungary, Poland and Romania, all
with „sovereign” exchange rate policy. For them, neither the ﬁnancial crisis nor
the crisis management of the EU and the European Central Bank strengthened
the conviction of joining the Eurozone as soon as possible. Just the opposite,
previous tentative entry plans have been either abandoned or at least not
repeated any more. Under the current circumstances, both their willingness to
join and the Eurozone’s readiness to accept them have been reduced.
In addition, all of them have better, and partly much better macroeconomic
indicators than most Eurozone member countries, concerning budget deﬁcit
(best results produced by Hungary) and public debt (all of them below the 60
per cent Maastricht criterion, except Hungary). Moreover, their real convergence
measured by the structure of the economy, its productivity and international
competitiveness, as well as the (anticipated) ﬂexibility of the respective societies deﬁnitely contrasts the weak performance of Greece, but also that of some
other „old” member countries. Despite this advantage, all of them are progressively counting on their economic development as a result of the enhanced
(strengthened) Stability and Growth Pact indicators. While under the current
circumstances of the crisis a strengthening of assessment criteria is both unavoidable and welcome, it could easily create a double-standard practice. In the
past period, Lithuania and Bulgaria had to experience such an approach when
the ﬁrst’s application for Eurozone membership and the latter’s application for
ERM-2 membership were rejected, although none of them performed worse
than several Eurozone member countries did (and still do, mostly due to the
crisis management policies’ consequences). Neither the non-starting of excessive deﬁcit procedures against the two leading countries of the EU and the
Eurozone, Germany and France back to 2005 has strengthened the conﬁdence
of the new members in the unconditional and unambiguous observation and
implementation of the rules of the game of the Stability and Growth Pact. The
current situation may generate three developments in the next months and
years. First, the process of intra-EU enlargement by joining some members to
the Eurozone may be interrupted for several (and both from the point of the
EU and of the given member countries critical) years with clear consequences
on the future architecture of the EU. Second, the four Central European
countries may develop a more competitive economy based on the relative
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„sovereignty” of their monetary and exchange rate policies. In this case, they
would be able to join the Eurozone with an even more competitive structure
and withstand the competitiveness-related challenges of having the common
currency with more success than the Mediterranean member countries did it
in the ﬁrst decade of Eurozone membership. In other words, under the current
circumstances, the beneﬁts of being outside could be higher than the potential
costs and risks of not enjoying the shelter of the monetary union. Third, and
probably most importantly for the future of the EU, unequal treatment and
(perceived) „second-class membership” would deﬁnitely strengthen already
existing eurosceptic voices and could lead to open anti-EU attitudes not only
represented by selected groups of the society but by some governments as
well. All in all, the situation could become a preferred area of populism and
demagogy generating or further strengthening (right) extremist movements
that, among others, consider the EU as a „neocolonialist power” and membership as an institutionalized form of „exploitation”.

3. The challenge of deepening
The qualitative deepening of the European integration has been on the
agenda all over the last two decades. In this period, two historical decisions
were made, one concerning widening („Eastern enlargement”) and another
concerning deepening (economic and monetary union and the introduction
of the common currency). Still, while widening followed its agenda, particularly
after 2003 and 2005, deepening kept to be faced with several not accomplished
tasks. The ﬁnalization of the internal market establishing, the implementation
of the four freedoms without any reservation and nation-state barriers, the
indispensable reforming of the budget (including the common agricultural
and, also, the cohesion policy) remained on the agenda as unresolved issues.
In addition, the economic and monetary union, evidently the most important
element of deepening for the last decade, was based on several birth failures
that could remain hidden in the ﬁrst years of the functioning of the common
currency and in a friendly and growth-driven environment.
This picture of „apparent tranquility” (and self-satisfaction) has been dramatically changed by the crisis. Some of the birth failures and of the unaccomplished tasks would have manifest themselves even without the harsh
reality of global crisis, but probably only in the years to come, distributed
over time and, therefore, requiring, once again, temporary solutions based on
short-term compromises. For a long time, many experts emphasized that any

33

substantial deepening of the EU could only happen if the integration happens
to face an unprecedented crisis. In fact, the more than half-a-century history of
the European integration is full of crises (both external and mainly domestic
ones). It were the crises that helped the integration process either to regain
momentum or to head for new areas of common (community-level) policies
that would not have been realistic to be implemented in a quite, peaceful,
non-crisis period.
From this point of view, one could not imagine a more important pressure
towards dramatic deepening than the current global ﬁnancial and socio-economic crisis. Still, the EU had to go a long way before agreeing on substantial
deepening, and even this, not without further questionmarks and loopholes.
The immediate reaction to the ﬁnancial crisis of the member countries was
clearly national, despite the fact that 16 countries had a common currency
and the EU could rely on a dense network of community-level policies and
instruments. The ﬁrst wave of the banking crisis has been managed by national
governments both due to the imminent danger of economic and ﬁnancial
collapse and to the lack of competence of the European Central Bank to bail
out any bank or ﬁnancial institution. More surprisingly, also the lion’s share of
the anti-crisis measures, including massive support to ailing industries (car
manufacturing, construction, etc.) and to the labour market (keeping jobs on
a large scale) remained in the competence of the member states. Practically
until the beginning of 2010 the overwhelming view was that each member
country can and has to manage the crisis on its own, and if necessary, with
some support of the institutions and funds of the EU. However, the necessity of
a common policy successfully facing the challenge of the crisis did not emerge
in a serious way.
This situation has been rapidly changed by the unfolding Greek ﬁnancial
crisis. This was a catalytic event that immediately put on the agenda the necessity of common policies in the framework of an „European Economic Governance” (EEG). It is not the task of this paper to provide a detailed analysis of the
EEG. However, it has to be stressed that the emerging EEG raises a number of
new issues both leading to a substantial deepening of the integration and to
the potential remedying of some of the birth failures of the monetary union.
In contrast to the statutes of the European Central Bank and of strong German opposition, Greece had to be bailed out (together with all foreign banks
functioning in this country), because any other option could have easily led
to an euro-wide contagion, with the disruption of the monetary union, and
probably of the European integration as well, in an absolutely not unlike worst-
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case scenario. The Greek crisis suddenly put on the agenda all birth failures of
the monetary union, starting from being far from an „optimum currency area”,
over the growing gap between the monetary union and the still nation-state
ﬁscal policies up to the „clash” of diﬀerent economic cultures (from savings
behaviour to competitiveness). Not less importantly, it revealed the bad compromises made in the ﬁrst decade of the common currency (non-introduction
or non-punishment of excessive deﬁcit procedures). In addition, the lack of a
transparent management of the insolvency procedure of any member country
became a manifest.
Just in a few months, the crisis created a high level of common concern never
before identiﬁed among the member countries.2 First, and most importantly,
new and stricter rules of the Stability and Growth Pact have been agreed on,
without making any exception to any member country. Second, member
country ﬁscal policies will be assessed by the Commission and the European
Central Bank well before they are expected to be submitted to the respective
national parliament. The evaluation will not be limited to the 3 % budget deﬁcit criterion but will include the state of public debt as well as medium-term
trends of budget deﬁcit and public debt development. Recommendations and
potential or real punishment will be dependent on a comprehensive survey.
Third, countries with public debts above the 60 % limit will be obliged to reduce
this debt by 5 percentage points each year (which, in case of a 100 per cent
public debt would mean 2 pertentage points each year until reaching the 60
per cent level).
While the technical elements of „deepening” seem to be clear and agreed
on, the implementation of the policy still raises some doubts. This is particularly due to the diﬀerent interpretation of„European Economic Governance”in
Germany and in France. The former would like clear rules of the game, with the
European Central Bank in the central position, as well as automatic punishment
against the sinners and clear insolvency procedure (no new community-level
bailing-out of any country). On the contrary, France considers the EEG as an
instrument of strengthening state intervention against the „omnipotence” of
the Central Bank, more ﬂexibility concerning punishments and leaving open
the bailing-out option.
It can be considered an important step towards deepening that the EEG
would not only remedy the immediate problems of the Euro crisis but would
2

The basic documents of the Commission and of the Task Force led by Herman van Rompuy were not available at the
moment of the Summer Seminar. Therefore, their recommendations will not be included into this paper.
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dip deeper into the areas of national ﬁscal policies and the community-level
coordination of several other policy areas, such as labour market, social standards, but also energy or migration. There is no doubt that member country
interests (and risk perceptions) in most areas are (largely) diﬀerent. Therefore
it would not be easy to reach forward-looking agreements easily. However,
it is clear that the window of opportunity is just now there for a substantial
deepening of the integration. This, of course, would involve a new quality of
solidarity and cohesion as well. The ﬁrst consists in a two-way-street pattern,
meaning that no country could refer in the future to its less developed status
(see the bailing-out of Greece and Slovakia’s opting-out of the support package) or any other „special interest”. It remains to be seen how much of this
rule can be really implemented and continuously enforced. The second needs
a reappraisal of the current cohesion policy, not so much in quantitative than
in qualitative terms. In addition, cohesion should also include not only the efforts of higher-income groups towards lower-income groups (within the given
country) but also the eﬀorts of the latter to change their attitude and end up
with sometimes decade-long subsidy mentality.
The moment of proof and truth of a credible and viable economic governance will not be waited for a long time. There are two key elements with high
„pressure of evidence” for the EEG. The ﬁrst can be identiﬁed within the EU
in general, and the Eurozone, in particular. As a result of the crisis, economic
growth fell by 4.2 per cent in 2009 and shows a rather modest (and countryby-country diﬀerent) recovery. According to all forecasts, the pre-crisis (2008)
level of GDP can hardly be reached before 2013. More importantly, unemployment has been and keeps on growing. Low growth rates are unable to enhance
the volume of the labour market. The result is either higher unemployment
(particularly hitting the young population with much higher than average
unemployment rates) or a redistribution of the available labour volume by
increasing part-time work, household activities, etc. that would not create additional private demand that, among others, would be necessary for reaching
a sustainable and higher growth. Moreover, budget deﬁcits in almost all the
Eurozone countries have blatantly violated the Maastricht criteria in 2009 and
the situation will not be substantially changing in 2010 or even in 2011. As a
result, public debt of most Eurozone countries has already outpaced the 60
per cent level and keeps on growing up to the 100 per cent mark, previously
represented by Greece, Italy and Belgium only. It is an open question how the
enhanced Stability and Growth Pact, accompanied by serious punishments, will
be observed by a number of member countries. Not less importantly, which
would be the consequences of a quick ﬁscal consolidation that, among other
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things, seems to be a critical factor of conﬁdence-building for the common
currency (in this context, the interests of weaker economies, such as Portugal,
Ireland or Spain are similar to those of Germany). And what happens if Greece,
although successfully implementing the ﬁscal consolidation program, will end
up with the same uncompetitive structure that, from the very beginning, was
the main root of indebtedness.
Second, the EU and the euro do not represent a closed club. In the past, most
of the integration projects (in fact, including the euro as well in the nineties)
were inward-looking and aimed at how to improve the functioning of the European integration. However, in the last decade, the EU became an integral part
of globalization. The necessity and eﬀectiveness of any deepening have to be
assessed in the background of the EU’s global position. Therefore, deepening
became a clear and rapidly increasing external dimension.
In sum: both internal and global factors push the EU towards a qualitative
deepening, accompanied by the identiﬁcation of the new mission of the European integration in the 21st century. However, it remains to be seen, to what
extent the EU and the member countries will be able and ready to grow up to
the unprecedented challenge.

4. Conclusion: the path of enlargement
Similar to the tasks of deepening the integration, also prospective enlargement cannot any more be considered as an internal issue of the EU. Already
experts in favour of the „Eastern enlargement” used to emphasize that the new
member countries would contribute to the global openness and competitiveness of the EU and of the European business (which, in fact, materialized in a
very short time, partialy before the oﬃcial accession date). This remains an
evidence for any further enlargement, although with much lower weight, due
to the modest economic performance and the relatively backward and noncompetitive structure of the candidates and would-be candidates (excepting
Turkey, where a number of other questions have to be clariﬁed). The situation
could be substantially changed if the Western Balkans generated another regional conﬂict along with a high level of insecurity. This, however, would hardly
bring the countries of the region nearer to the European integration than just
to create a „zone of protectorates” with uncertain outlook (and, at least in the
short term, certainly not strengthening the global position of the EU).
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The realistic scenario consists of longer accession periods, higher requirements to the candidate countries, individual entries and more bilateral (twoway) compromises and mutual obligations. In addition, the date of entry will
not only be determined by the ﬁnalization of the accession negotiations but
mber countries. Therefore, it should be a common undertaking to keep alive
the commitment to accession/membership on both sides, even if the entry
conditions are likely to be stronger and stricter. At the end of the day, there is
no other viable (or „competitive”) alternative than enlargement both for the
not-yet members and the current members of the Union.

The relations between Switzerland
and the European Union:
achievements and challenges
H.E. Thomas Feller
Ambassador of Switzerland to Bulgaria
For the second time, I have the honour and the pleasure to address the Summer Seminar for Young Public Servants from Southeastern Europe. I am grateful
to the Economic Policy Institute and, in particular, to Mrs. Ivanka Petkova for this
kind invitation which will give me the opportunity to speak about the relations
between Switzerland and the European Union, in particular its achievements
and its present challenges.

Switzerland and the European Union: achievements
The European Union is a central reference point of Swiss foreign policy, which
is not surprising given Switzerland’s geopolitical position in the middle of Europe.
Therefore, its security and prosperity are closely linked to the developments
within the European context.
Switzerland and the European Union are above all close economic partner.
Switzerland is the forth most important trading partner of the European Union.
In 2009, Switzerland imported goods worth EUR 90 bln. from the EU and exported goods worth EUR 76 bln. to the EU. In terms of direct investment, Swiss
companies have invested some EUR 200 bln. in the EU and secure employment
to more than one million people.
Over one million citizens from the EU and EFTA member states are resident
in Switzerland, some 13 per cent of the total population. This does not include
the about 215 000 cross-border commuters working in Switzerland. In comparison, 405 000 Swiss citizens have taken up residence in one of the EU and
EFTA member countries, close to two thirds of all Swiss nationals living and
working abroad.
But, Switzerland and the European Union are more than just economic neighbours. They share and promote actively the same values of respect for peace,
rule of law and fundamental rights. Switzerland acknowledges the decisive
role of the European Union in ensuring stability and security on the European
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continent, a priority deﬁned by the founding fathers of the present European
integration process. Today, a network of some 20 primary treaties and over one
hundred secondary agreements link Switzerland to the European Union.
These few introductory comments show not only the intensity of Switzerland’s relations with the European Union, but also highlight its dependence
on the EU. In other words, although the European Union can live without
Switzerland, Switzerland cannot live without the EU.
The relations between Switzerland and the EU have developed over decades in a pragmatic way, the so-called “bilateral approach”, which has made
it possible to ﬁnd tailor-made solutions in numerous areas of common interest. Today, their legal basis is a beam of the above-mentioned 120 bilateral
agreements, which has been extended step by step over the years. On one
hand, they improve reciprocal market access for companies or regulate related
aspects of product safety, employee protection and health. On the other hand,
they enable closer cooperation in areas such as research, security, asylum, the
environment, education and culture.
In the context of the Cold War following World War II, Switzerland, as a
traditionally neutral country, refrained from full participation in the process
of integration beginning in the early ﬁfties in Western Europe. Preferring to
concentrate on economic integration, Switzerland, together with the United
Kingdom, Denmark, Norway, Sweden, Austria and Portugal, launched in January
1960 the European Free Trade Association (EFTA). Then, in 1972, Switzerland
signed with the European Community (EC) a Free Trade Agreement (FTA), abolishing tariﬀ barriers on industrial products between the two parties.
In 1986, the Single European Act opened the way for a single market with the
so-called “four freedoms”: free movement of persons, goods, services and capital.
Switzerland and the other EFTA member countries launched negotiations with
the European Community at the end of the 1980s which led to the creation of the
European Economic Area (EEA) including the same four freedoms. In Switzerland,
this attempt to integrate with the Single European Market was rejected by the
Swiss voters (by 50.3% against to 49.7% in favour) in a referendum on the Treaty
establishing the European Economic Area (EEA) in December 1992.
Following this ‘No’ to a multilateral approach to Switzerland’s relations with
the European Union, the Swiss Federal Council shelved the application for EU
membership that it had submitted in June 1992 and decided to adopt an approach of conducting bilateral negotiations with the European Union in key
sectors. It has not been an easy path, but probably the only feasible one from
an internal political perspective. This “bilateral approach”, supported by the
Swiss population through various referenda, saw the successive negotiations
of two sets of major treaties, namely:
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• A ﬁrst set of 7 agreements, known as “Bilaterals I”, which were concluded
in 1999 and entered into force in June 2002. These agreements covered
the ﬁelds of public procurement, overland and air transport, research,
technical barriers to trade, agriculture and free movement of persons.
They were designed to improve reciprocal access to the labour, goods
and, partially, services markets. More speciﬁcally, the implementation of
the free movement of persons was foreseen in stages, with a transitional
period for the opening on a gradual basis of the Swiss labour market to
the EU citizens.
• A second set of 9 agreements, known as “Bilaterals II”, which were concluded in 2004 and endorsed by the Swiss parliament in December 2004.
They paved the way to the development of bilateral co-operation in noneconomic areas, such as ﬁght against fraud, taxation of savings, statistics,
processed agricultural products, pensions, environment, education, media
and cooperation in the ﬁelds of justice, police, asylum and migration
(Schengen/Dublin Treaties).
• Further, Swiss voters accepted the extension of the agreement on the free
movement of persons to include ﬁrst in 2005 the eight new EU member
states from the 2004 enlargement and then in 2009 the two new EU
member states from the 2007 enlargement.
How do these bilateral agreements work? They are based on intergovernmental cooperation, which means that no sovereignty rights are transferred to a
higher instance (such as the EU institutions, Commission, Council of the European
Union, Parliament or Court of Justice). The implementation of the agreements
is the sole responsibility of the contract partners. In terms of content, the agreements are based on European law. Some regulate the recognition of the equal
status of Swiss and European legislation (such as the reciprocal recognition of
product regulations) or refer to the applicable EU law. Others deal with cooperation between Switzerland and the EU within the framework of EU agencies and
programmes (such as joint research). In order to preserve the advantages of these
contractual rulings (namely unrestricted market access), it is sometimes necessary to adapt the agreements to new legal developments. Most agreements are
monitored and administered by a mixed committee, made up of representatives
from Switzerland and the EU, who are responsible for handling problems.
These bilateral agreements have helped to consolidate and deepen
Switzerland’s relations with its European neighbors in the frame of a coherent and dynamic policy towards Europe as a whole, based on solidarity.
To a large extent, they also have enabled Switzerland to overcome the
negative economic consequences of its non-participation in the European
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Economic Area. However, this bilateral approach also has its limits. The
European legislation - the so-called “acquis communautaire” - is a dynamic
environment of rules developed on a day-to-day basis, whereas the SwissEU agreements are static and do not evolve in the same way. This leads
to a constant emergence of new gaps between Swiss and EU regulations,
requiring new questions to be addressed, new problems to be solved, and
new adjustments to be made.
Indeed, Switzerland needs to secure its access to the European market,
to avoid new technical barriers to trade, and to maintain the competitiveness of its producers, traders and service providers. One way to handle this
situation is to adjust the Swiss legislation constantly and unilaterally to the
evolution of the “acquis communautaire” as Swiss authorities are not participating in the EU decision-making process. For this reason, Switzerland
has to remain in a continuous dialogue with the EU in order to handle the
new issues, to update and extend existing agreements or to agree on new
treaties. But this implies that the European Union is willing to negotiate
with Switzerland. In concrete terms, Switzerland finds itself today in a much
more complicated position than it has ever been in the past.
The bilateral approach is perceived in Switzerland as the only practicable
way to deal with the European Union, as it has achieved good results until
now. However, this approach requires a lot of energy, work and determination, and, hence, is mainly time consuming. It requests accurate knowledge
of Switzerland’s strengths and weaknesses, strong coordination and close
co-operation on the Swiss side in order to defend Switzerland’s interests
efficiently.
However, these remarks do not mean that the bilateral approach has reached
its ﬁnal stage and that Switzerland has no other choice but to become a full
member of the European Union. I will just mention two aspects speaking in
favour of the present path.
First, Switzerland’s accession to the European Union is at present not an issue
on the internal political agenda. Indeed, only a minority of Swiss citizens is today
favourable to membership negotiations. The majority of the Swiss population
feels that joining the European Union would aﬀect negatively Switzerland’s
neutrality, direct democracy and federalism, and cause ﬁnancial burden on
Switzerland, as it would become a net contributor to the budget of the European
Union. So, the foreseeable economic beneﬁt of membership is not perceived
as enough to compensate for the costs, at least in the short term.
Secondly, as long as the European Union shows true interest in cooperating
and solving issues, Switzerland can use these opportunities to lead the Euro-
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pean Union to open negotiations in other ﬁelds where it has its own strong
interests. This happened with the “Bilateral I” and “Bilateral II” packages. Indeed,
the European Union was much interested in an agreement on the free movement of persons in the case of the “Bilateral I”, and in a co-operation on taxation
of savings and ﬁght against fraud in the case of the “Bilateral II”.
But the bilateral approach might nevertheless get out of breath for two
major causes, namely a slowing down of economic growth and a deﬁcit in
sovereignty.
A continuous solid economic growth, necessary to compensate the ﬁnancial
impact of the progressive aging of the Swiss population, is strongly dependent
on the competitiveness of the Swiss economy and on the access to markets,
in particular to the European common market. However, market access is only
secured for already negotiated sectors. As an example, there is still no agreement covering the service sector which contributes for 70% of the Swiss GDP.
Further, a longer lasting absence of Switzerland from the decision-shaping and
-taking process might deepen the gap between its theoretical sovereignty (remain outside the EU) and its real sovereignty (taken over legislation decided by
others). Consequently, the issue is therefore, how far can Switzerland become
integrated into the European Union without hampering the good functioning
of its political system, in particular the direct democracy?
It has taken more than 700 years for Switzerland to emerge as a modern
quadri-lingual federal state uniting diﬀerent cultures and religions. In a process
of several stages Switzerland has evolved from an alliance of sovereign states
to the federal state of 23 sovereign cantons (of which three are divided into
half cantons) after the adoption of the ﬁrst federal constitution in 1848. This
structure and the path of evolution have prompted certain commentators to
draw parallels with the process of creating the European Union, as the Swiss
experience could provide the European Union with food for thought at least
in some areas. It may seem a paradox that the citizens of Switzerland, as a
non member of the European Union, have had more opportunities to express
their views on questions related to the process of the European integration.
By agreeing to extend the free movement of persons to the 10 countries who
joined the European Union in 2004 and 2007, the Swiss population became, in
a certain way, the only nation in Europe to vote in favour of the enlargement
of the European Union!
All in all, the Swiss Government is continuously confronted with the question
of which policy to adopt towards the European Union to best safeguard Switzerland’s interests. In its Europe Report 2009, one can read that “the European
Union is growing in strength and importance at a time when the continent of
Europe is losing inﬂuence. In view of this development, Switzerland’s relations
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with the EU, its most important partner, and the body of laws governing these
relations need to be further developed and continuously reviewed, not least
against the background of the current world economic crisis”.

Present challenges and priorities as well as ongoing
negotiations
In the defence of its interest, a major challenge for Switzerland is the fact
that, on one side, the European Union is now an essential strategic partner and
that on the other side the working relationship with the European Union has
become much more complex. Indeed, the European Union is today less ﬂexible
than before, as, once a common stand is reached among the 27 member states,
it is diﬃcult to change that position. In addition, the European Union has less
time to deal with Switzerland due to its other priorities and its increasing role
in world aﬀairs. As a result, Switzerland’s margin of manoeuvre has shrunk.
Another challenge of the bilateral way is the adoption of the acquis communautaire (the body of EU laws). The EU is increasingly demanding that Switzerland automatically adopts EU law, something that for reasons of sovereignty
is not acceptable. Switzerland is ready to enter into further negotiations on
relevant areas of EU law providing Swiss sovereignty is respected. The adoption of acquis communautaire is to be compensated through an appropriate
degree of participation in the so-called “decision-shaping” and deadlines must
take into account the time it takes to complete Swiss procedures. Amendments
to treaties have to be carried out on the basis of mutual agreement. Finally, in
cases where Switzerland cannot accept the acquis communautaire, the EU is
expected to respond with measures that remain proportional. As a result, the
bilateral approach must not lead to de facto membership without any voting
rights.
Having chosen the bilateral way, aware and in full knowledge of both its
advantages and disadvantages, the Swiss Government had pointed out in
his 2006 Report on Europe that the continuation of bilateral co-operation is
currently the most suitable instrument for safeguarding Switzerland interests
towards the EU, if following conditions are met:
• Switzerland must have an adequate say in decisions taken within the
framework of the bilateral agreements and must have what it considers
to be suﬃcient scope to act in the execution of its own policies (participation in decision-shaping).
• In developing its third-country policy with Switzerland, the EU must be
prepared to search for solutions within the scope of the bilateral agreements (foreign policy feasibility).
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• Finally, the overall economic conditions, in particular in the monetary
area, cannot be allowed to change to Switzerland's disadvantage.
In his most recent 2009 Report on Europe, the Swiss Government has deﬁned
three objectives with regard to the European Union, namely:
• The implementation of all bilateral agreements with the EU, and in particular the ongoing development of the Schengen/Dublin Agreements, the
deﬁnitive entry into force of the Agreement on combating fraud (which
is still awaiting ratiﬁcation by four EU countries while Switzerland has
implemented it provisionally with the other EU member countries), and
the possible amendments to the Agreement on the taxation of savings;
• Further development of relations with the EU through the conclusion of
additional agreements in new areas of common interest. Negotiations are
currently under way on agreements governing the electricity market as
well as the areas of agriculture, food and product security, and health care.
Preparatory work is in progress in ﬁve other sectors, in particular concerning the issues of emissions rights trading, navigation by satellite (Galileo
and EGNOS), technical co-operation with the European Defence Agency
(EDA), peace promotion and security in handling chemicals (REACH);
• Consolidation of bilateral co-operation with the EU in order to ensure the
legal security of the entire body of bilateral agreements and through this
its continued existence. One possible way to make progress in this respect
is to conclude a framework agreement.
Beyond this implementation process and the negotiation targets, Switzerland will further have to deal with the European Union regarding two sensitive
issues, namely preferential taxation regimes and ﬁght against tax evasion.
In the framework of its European security and defence policy (ESDP), the
European Union is committed to ensuring security and stability in Europe, in
particular in the Balkans and other regions by various means including military
and civilian peace operations. Switzerland has in recent years stepped up efforts to cooperate with the European Union in this framework. Having objectives similar to those of the European Union and a geographical location with
almost identical security needs, Switzerland’s assessment of the threats and
the measures to be taken are much in line with those of the European Union.
Switzerland has therefore supported EU initiatives, seconding police oﬃcers,
army personnel and experts to participate in EU-led peacekeeping operations,
as well as experts in election observation missions.
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Enlargement contributions
In its European policy, Switzerland accepts its responsibility towards Europe as a whole. Switzerland beneﬁts both politically and economically from
increased stability and security, as well as from the growing prosperity in Europe due to the successful integration of new EU member states. Through two
“enlargement contributions”, Switzerland will participate in the development
of Eastern Europe autonomously and in close cooperation with the recipient
countries, as its actions are not part of the EU’s Cohesion Policy. Switzerland’s
acceptance to share the costs of the EU enlargement is essential for maintaining
the good relations with the EU and for the continuing success of the bilateral
approach. This support is also a Swiss investment in partnerships with growing
economic potential.
The terms of the “enlargement contributions” have been set out in a Memorandum of Understanding concluded in February 2006 between Switzerland and
the EU. The Memorandum covers the overall procedures of this commitment.
Switzerland’s contribution takes the form of bilateral projects spread over ﬁve
years decided in close consultation with the partner countries. The main areas
of concern are security, stability and justice reform, infrastructure and environment, human and social development, as well as private-sector development.
The Swiss parliament adopted then by a large majority the Federal Act on Cooperation with Eastern Europe, the necessary legal basis for this commitment
which the Swiss people accepted in a referendum on 26 November 2006.
The enlargement contribution for the 10 countries which became new EU
member states on 1 May 2004 amounts to one billion Swiss francs (EUR 640
mln.) and is now in the implementation phase. The contribution for Romania
and Bulgaria who joined the EU at the beginning of 2007 amounts to 257 mln.
Swiss francs (EUR 150 mln.) and the Framework Agreements should be signed by
the end of June and implementation shall start as early as September 2010.

You might now wonder how much Switzerland has to pay for this bilateral
path and would have to pay in the event of EU membership? If one adds up the
various contributions paid by Switzerland for its participation in the diﬀerent EU
programmes, agencies and cooperation arrangements as part of the bilateral
agreements, as well as the enlargement contributions towards the reduction
of economic and social disparities in the enlarged EU, Switzerland’s annual ﬁnancial transfers to the EU amount to just under EUR 450 mln. Switzerland’s net
contribution in the event of EU membership would probably be considerably
higher at around EUR 2.4 bln. (based on 2006 calculations). However, in both
cases, some funds do and would nevertheless ﬂow back into Switzerland.
The management of the complex Swiss-EU relations as well as the need
to always overcome new hurdles in our speciﬁc “bilateral approach” remain a
continuous challenge for Switzerland. Its relation to the European Union will
therefore remain a high priority in the Swiss foreign policy. Nevertheless, there
are good reasons to remain optimistic about the future of Switzerland and its
ability to consolidate its position within Europe.
Thank you very much for your attention.

Conclusion
To conclude, Switzerland has chosen an original way to conduct its relations with the European Union, based on its historical development and its
particularities. It was not an easy way, but one that has allowed Switzerland to
preserve its identity and speciﬁcity, as well as to defend its economic interests,
in accordance with the will of the great majority of the Swiss population. This
majority is convinced that this is the best way to ensure good relations with the
European Union. But although the Swiss government has chosen to take today
the “bilateral route”, EU membership remains nevertheless an option.
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European External Action Service (EEAS)
Current situation, framework and expectations
Adelina Tomova
and Team of the Diplomatic Institute
Adelina Tomova has worked for the “Training Programs” Department of the Bulgarian Diplomatic Institute since 2004. From June
2006 to July 2009 she was appointed at the Permanent Representation of Bulgaria to the EU, Brussels. In the period September
2001 – February 2004 Mrs. Tomova served as an expert assistant
to the Political Cabinet of the Minister of Foreign Aﬀairs.
In 2000 she obtained her Master degree in English Philology from
Soﬁa University. In the same year Adelina Tomova participated
in Summer School for EU foreign policy, Berlin organized by the Research Institute
of the German Council on Foreign Relations. In 2003, she took part in the 24th
course for young diplomats from Southeast Europe and Turkey held by the Clingendael Institute for International Relations, The Hague. Her professional training
also includes participation in an Institute of Public Administration program for
diplomats of European Aﬀairs for the candidate countries for EU, Dublin (2004)
and a seminar on “European integration processes conducted by the Diplomatic
Academy to the Ministry of Foreign Aﬀairs of Croatia (2009).
She speaks English and French.
I will touch upon the current situation, the framework and the expectations
regarding the establishment of the so-called European External Action Service
(EEAS). In the previous version of the Lisbon Treaty it was called the EU “MFA”. The
term was denied by certain number of member states, in order to avoid tensions
among them for the existence of national symbols in the Lisbon Treaty.
I am representing the Diplomatic Institute to the Ministry of Foreign Aﬀairs,
which has as a priority to train and improve the qualiﬁcations of Bulgarian
diplomats. In this capacity, we follow closely the process of the establishment
of the EEAS in order to better respond to the training needs of the Bulgarian
future diplomats in the Service.
One of the essential new elements in the Lisbon Treaty regarding the institutional architecture of the European Union is the establishment of the European
External Action Service. According to Art. 27 of the Treaty of the EU, the Service
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is created to support the work of the High Representative for Foreign Aﬀairs and
Security Policy issues, who is also Vice-President of the Commission. At present,
the ﬁrst HR is Baroness Katherine Ashton. Her role is to strengthen the image of
the Union on the international arena and to try to create a well-functioning and
coherent CFSP/CSDP, more visible and more convincing on the international stage.
Another new element in the Lisbon Treaty is that the European Council has a
President and at present this is the Belgian politician Mr. Herman Van Rompuy.
The idea to have a Common Foreign and Security Policy is not a new one. It
dates back to the 1950s and with the growing number of the member states
it has always been diﬃcult to achieve this goal. There are two main reasons
for that. On one hand, the foreign policy of the Union has always been in the
competences of the member states. That is even more visible today, because
in times of crisis member states are more easily turning inwards and take more
nationalistic positions than before. On the other hand, CFSP/CSDP uses the
intergovernmental approach rather than the common approach.
Regardless of diﬃculties, the Lisbon Treaty lays down the legal basis to institutionalization of EU foreign policy through the new External Action Service.
At ﬁrst glance, it may seem insigniﬁcant but the change in the word‘common’is
rather important step forward and attempt to turn European Security and Defense
Policy into Common Security and Defense Policy. Although the Treaty gives a very
good opportunity to achieve this goal, it will only be realized if there is a strong political will among member states to form more coherent and eﬃcient CFSP/CSDP.
The present situation of the establishment of the European External Action
Service. Main challenges
The discussions among the four parties - member states, the Council of EU,
the General Secretariat of the Council and the European Parliament on the
structure and the appointments were often diﬃcult and sensitive. Small and
medium-sized member states had fears that the key positions might be taken
by the bigger states. Negotiations took place mainly during the meetings of
the Permanent representatives in COREPER II and among the Foreign ministers
during the General Aﬀairs Councils, but not only there. Many informal meetings
brought additional lack of conﬁdence and suspicion among member states.
Regardless of diﬃculties, talks signiﬁcantly developed and the parties reached a
political agreement during the quadrilateral meeting on June 21, 2010 in Madrid.
The agreement was on the proposal for a Council Decision establishing the organization and functioning of the EEAS. In addition to the Decision, parties reached
agreement on the texts of two Declarations by the High Representative: on political
accountability and on the basic structure of the central administration.
Parties also agreed that they have to work constructively for the solution of
the remaining questions, in particular the adoption of the Financial Regulation
and the Staﬀ Regulations.
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Bulgaria is to a greater extent satisﬁed with the criteria set on the selection
procedure. The geographical balance is very important for our country, as
well as professionalism and transparency. Our country is still not represented
well-enough in the structures of EU institutions, so being well-positioned in
EEAS is important.
Still, the most diﬃcult negotiations were with the European Parliament.
The positions of member states and the European Parliament often were on
the two poles. The Parliament insisted on the EEAS being part of the European
Commission as it supports the common approach, while member states supported the idea of having it as an autonomous structure with a separate budget.
With the Lisbon Treaty into force, the Parliament has more signiﬁcant power
in the decision-making process for the creation of the EEAS. It has a say on the
budget as well. Finally, during the quadrilateral meeting on June 21, 2010 in
Madrid all parties reached a compromise.

EEAS implementation. Some data
•
•
•
•
•
•
•
•

October 2009 Report
COREPER work
European Council (October 29-30, 2009)
HR support group
HR proposal (March 23, 2010)
Council general approach (April 26, 2010)
Quadrilateral discussions (HR, Council, COM, EP)
Meetings with EP – April 14, April 27, May 10, May 27 and June 8, 2010.

Still, two documents are expected to be adopted for the ﬁnal institutionalization of EEAS:
1. Regulation, amending the Regulation for the budget;
2. Regulation, amending the Regulation for the status of the employees.
For the two Regulations the decision of the EP would be a very signiﬁcant
one and therefore, the talks with the member states are so diﬃcult.
Parties agreed to prepare the ﬁrst Report about the results of the activities
of EEAS in 2012. In 2014, a Review of the activities and functioning of EEAS
will be delivered, and then will be decided if any necessary changes are to be
made in the structure and organization of the Service. It is very probable that
the Review might be prepared even earlier, if need be.

EEAS legal status
The European External Action Service is Sui generis – independent from
the European Commission and the General Secretariat of the Council.

50

Functionally, it is an autonomous body –with own budget and staﬀ. It has
a legal capacity.

Structure of EEAS
A new element regarding the High Representative for Foreign aﬀairs and
Security Policy according to the Lisbon Treaty is that the HR will act under the
“double-hat” scheme. That means that the HR is also a Vice-President of the EC.
That is a very important new element. In general, the EEAS will be similar in
structure as a national diplomatic service – it will have a Central oﬃce in Brussels and delegations in MS and third countries.

Central administration in Brussels
The EEAS will manage general foreign relations, security and defence policies, and will control the Situation Centre. However, although the HR and the
EEAS can prepare initiatives, member states make the ﬁnal policy decisions and
the Commission also plays a part in technical implementation. The HR must
report to the European Parliament. The EEAS would have desks dedicated to
all the countries and regional organisations in the world, and specialised units
for democracy, human rights and defence.
The EEAS will be formed of six departments, known as directorates-general,
which constitute the pillars of the service. Each is composed of several hundred
oﬃcials and headed by a director general. The departments will cover the following areas;
• Budget and personnel
• Global aﬀairs such as climate change, human rights and the promotion
of democracy
• Relations with multilateral bodies, such as the UN or G20, and legal/consular aﬀairs
• Relations with accession and neighbouring countries (including Russia,
Central Asia and the Middle East)
• Relations with industrialised countries such as the United States, Canada,
Mexico, China, Japan, South Korea and Australia.
• Relations with developing countries such as those in Latin America, Africa,
Asia and the Paciﬁc Ocean.
Geographic desks would not be duplicated in the Commission. The EEAS
also includes departments for security, strategic policy planning, legal aﬀairs,
inter-institutional relations, information and public diplomacy, internal audit
and inspections, and personal data protection.
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External EU delegations. Structure and function
About 150 diplomatic delegations are planned to be operational abroad.
With the Lisbon Treaty they are named Delegations of the EU instead of Delegations of the EC.
The structure consists of three components:
1. EC staﬀ– AD level. The existing staﬀ will be directly transferred with their
functions and budget in the new Service.
2. DG E of the General Secretariat of the Council – AD level. Staﬀ will also
be transferred with their functions and budget.
3. Diplomats from the national diplomatic services.- AD level –
That third group is the most problematic and the controversies are signiﬁcant here. Those diplomats, for the moment, have neither budget nor
functions. Now the biggest bargains among Member states are taking
place. It is supposed they will be paid by the national governments. The
aim is that all diplomats are paid more or less equivalent salaries. It is very
important to treat the three groups of future employees in the Service
equally in terms of remuneration and social rights for the retirement.
All the structures in the EU institutions dealing with foreign policy at present
will be directly transferred in the Service to avoid duplication of duties. All employed will be temporary agents. The number of staﬀ is expected to be around
5 000. The rotation principle will be applied. EEAS will not replace national
MFAs. Instructions will come from the HR to the Head of the Delegations.
The problems with the national diplomats come also with the fact that EEAS
will not replace national diplomatic services. And it is expected that the best
national diplomats will be seconded in EEAS. For smaller member states that
will cause a signiﬁcant problem as there are not so many qualiﬁed diplomats
to stay both in capitals and to be seconded in the new Service.
The instructions to the diplomats will come from the HR to the Head of
the Delegations. On areas outside the competences of EEAS instructions will
come from the respective Commissioner. Diplomats will not be allowed to take
instructions from their own governments.
National diplomats will be expected to contribute mainly with profound
political analysis of their competences, as this is what lacks within the EC and
GS of the Council at present.

Financing
The EEAS’s budget would be proposed and managed by the HR and be
signed oﬀ every year by the Parliament. The Parliament would also review the

52

budget of each EU mission; The initial budget for 2010 is € 9.5 million and once
it is fully operational it may rise to €3 billion.

Eligibility and Selection Criteria
•
•
•
•
•
•
•

Competences and experience
Motivation letter
Interview
Selection committee (plus 2 MSs representatives)
No quotas
Geographical balance – method on EP seats “digressive proportionality”
Gender balance

In August 2010, the EEAS has already announced the high level posts are
opened for competitions. Candidates will apply for the 10 positions in the top
management of the Service, and about 80 director-level positions and another
9 positions at the Situation Center. It was reported that Pierre Vimont (France)
а would be the new Secretary General of EEAS with Helga Schmid (Germany)
and Mikolaj Dowgielewicz (Poland) and an Irish candidature as his deputies.
The Bulgarian politician Philip Dimitrov has been elected on September 16
as the Head of the EU delegation in Georgia which is a real success for Bulgaria
and at the same time a very diﬃcult and responsible post. 18 Bulgarians have
applied for the top posts and so far only one has been elected. It is expected
that in 2011 there will be new 22 positions announced for which the unsuccessful candidates could apply again. The EEAS is expected to enter into force
on December 1, 2010.
Bulgaria has deﬁned ﬁve areas of interest for positions in the new Service:
Black Sea cooperation; Energy security; Western Balkans; Eastern partnership and Crisis management.
Bulgaria has repeatedly expressed hopes for fair representation of all member states in the staﬀ of EEAS and expects to get up to 15 representatives in
the Service.

Training
The training of the potential future diplomats will keep the common training the European Commission has oﬀered so far. Still, there are four diplomatic training institutions approved to provide special training for future EEAS
staﬀ. The College of Europe, in cooperation with the Netherlands Institute of
International Relations ‘Clingendael’, the Centre for Political and Diplomatic
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Studies (CPDS) in Oxford and the Diplomatic Academy of Vienna held the ﬁrst
specialised training in Bruge, Belgium (August 30-September 3, 2010).
There is also an idea of creating a European Diplomatic Academy on the basis of the European Diplomatic Program (EDP) established in 1999. The number
of trainees who went through the EDP program is not numerous. Still, there are
no developed mechanisms for a systematic diplomatic training. The diplomatic
training has always been in the prerogatives of the national diplomatic services.
The rising needs for transnational and supranational areas of diplomacy, in that
respect European diplomacy as well, urge member states and EU institutions
to develop training diplomatic programs relevant to the new realities on the
international stage. In that respect, the idea behind the new project for a European Diplomatic Academy represents not only an absolutely new educational
project but also a very ambitious one from political perspective.
Training remains essential for the eﬃciency of crisis management, both
in the civilian and in the military sectors. Training contributes to spreading a
CSDP-culture and to enhancing interoperability. In addition to the increasing
demand for training from member states, the creation of the European External
Action Service will also increase the demand for CSDP-oriented training. Having trained more than 2500 personnel, the European Security and Defence
College (an entity within EU institutions) should continue to be the main
provider of CSDP training at the EU level. The ESDC oﬀers CSDP-oriented
training, at a strategic level, to civilian and military participants mainly coming
from the member states (diplomats, police and military oﬃcers, civilian experts
including judges) and relevant EU institutions and agencies.
The College’s speciﬁc advantages relate to its networking structure and its
close link with the member states. The entry into force of the Lisbon Treaty and
the creation of the EEAS have created a new context according to which the
Secretariat of the College is foreseen to be placed within the EEAS and under
the operational direction of the High Representative.
The Diplomatic Institute to the Ministry of Foreign Aﬀairs in Bulgaria is open to
develop training courses for the potential Bulgarian diplomats in EEAS and is getting
expertise from the leading diplomatic training institutions to meet their needs.
In conclusion, to establish a really well-functioning European External Action
Service, all member states should be involved and interested in this process
and be ready when necessary to make compromises to satisfy the needs of all.
Another very important element is that involvement will only be possible if
member states are equally represented in the future Service.
In times of crisis, nationalistic elements are more visible and that is also true
for the national diplomatic services. The CFSP/CSDP remains still a myth and
far from reality, but the establishment of the European External Action Service
it is a good step forward.
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CHAPTER I

FOUR YEARS AFTER
THE EU ACCESSION –
LESSONS AND CONCLUSIONS
FROM BULGARIA
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Biggest Challenges from a Negotiator’s Perspective
Biserka Benisheva is Director General of the European Union
Directorate at the Ministry of Foreign Aﬀairs. She was Ambassador
Extraordinary and Plenipotentiary of the Republic of Bulgaria in
Ireland / 2004-2007 /. Prior to this appointment she was consecutively: Deputy. Head of the Bulgarian Mission to the EU with an
Ambassador rank / 2001-2003 /, member of the chief negotiating
team for accession to the EU / 1997-2001 /, Minister Plenipotentiary
to the Mission of Bulgaria to the EC / 1993-1997 /.
Ladies and gentlemen,
First of all, I would like to present my congratulations for the perfect organization of this very interesting and useful Summer Seminar and, of course, I am
particularly grateful for the kind invitation. I am delighted to be at this splendid
Riviera Holiday Club, Varna and to share my experience concerning this interesting topic, namely “Biggest Challenges from a Negotiator’s Perspective”.
I would like to thank the organizers for the opportunity granted to me to
set out my views on the “success and limits” of the European Union’s accession
process with special reference to the Bulgarian case.
We have to accept that even though the current economic crisis seems to
bring domestic politics into sharp focus, the European dimension is never
absent and countries within the European Union have always tended to be
better than those without.

General remarks
I will start my presentation saying that it is no easy task to meet the standards
for EU membership. The accession of Bulgaria based on the “own merits” principle and as economic and political case was, ﬁrst of all, a personal triumph
for my country. And it is very easy to forget how much far Bulgaria has come
in a short period of time. My country has made dramatic progress since the
European Union invited us to begin negotiations in 1999. I have to stress that
accession to the European Union in 2007 has been the major driver of change
in Bulgaria. My country has been intensely working to come on line with its
new EU neighbors on both political and economic front. Nowadays Bulgaria
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is a full-ﬂedged European Union member state, enjoying all the large beneﬁts
of the EU accession.
In order to successfully achieve this challenge of EU membership my country
has gone through a hard and deep process of complete transformation of the
political system, of the economic relations and the relations within the society
as a whole. The deeply-rooted desire of the Bulgarian society to belong to the
European Union was not only because of the historic and cultural development of Bulgaria but because it completely deserved to be part of integrated
Europe. This perception was widely spread in the Bulgarian society and one
of the leading motives guiding the people’s desire - that Bulgaria could and
should ﬁnd itself where it belongs.

The beneﬁts of enlargement
Enlargement has been one of the Union’s most successful projects over the
past 50 years or so because not just those coming into the “club” beneﬁt from it.
We all do as the process is not a “zero sum game”. There are important beneﬁts and
synergies for all of us and for the European Union as a whole. This is the reason
for which successive Bulgarian Governments have consistently championed
EU enlargement. My country has always been a staunch defender of European
values and of the process of integration and enlargement. We have to stress that
each successive wave of enlargement has provided all of us with new jobs, new
markets and new opportunities for investment – and this is in the interest of us
all. Better governance and stronger judiciary make investments in EU countries
less risky, more transparent and more competitive. A strong, competitive Europe
is vital if we are to continue to grow and prosper in an increasingly globalised
world with ever tougher competition emerging on a global scale.
I have to say that Bulgaria’s accession to the European Union was a landmark,
holding the promise of sustained growth and rising living standards. EUﬁnanced projects, properly prioritized, help boost economic performance
through improved and additional infrastructure. Also, full integration into the
common EU trading area boosts trade and competition. Finally, a reduction
in Bulgaria’s perceived risk further encourages private investment, helping to
raise productivity growth.
The extension of the Single Market and the four freedoms of movement, for
instance, have added growth not only to the so-called “old” member states, but
also to the countries of the new waves of enlargement – with the huge important
beneﬁts for all of them, including my country. This fact is reﬂected in the large
popular support in general for the EU: I have to say that populations have on
the whole been highly enthusiastic about both the process of accession and
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membership itself. Just to give an example, more than 75% of all Bulgarians have
been in favour of the country’ s entry into the EU prior to accession, with the
level of support even rising in the course of time. Moreover, I have to say that
conﬁdence in EU institutions is growing higher and higher, further more with
the new Lisbon Treaty, reinforcing the power of the parliamentary dimension
- both the European Parliament and national parliaments likewise /for instance,
regarding the subsidiarity principle/, together with the increase in democracy
and transparency and the new initiatives for active participation of European
citizens like the new Citizens Initiative that has been launched by the Lisbon
Treaty and should be shortly implemented.
This is all the more remarkable since the membership is not a one-oﬀ step,
but rather a long all-embracing process. My country has constantly worked
very hard to meet all the criteria for European Union full-ﬂedged membership
and to make a steady progress towards the challenging and ambitious goals
of EU accession.
Yet I have to underline the common understanding that accession alone is
no panacea per se. Satisfactory individual performance depends on sound and
coherent policies and priorities and sustained structural reforms.

Bulgarian preparation for EU accession and the challenging
process of negotiations
As elsewhere in Central and Eastern Europe, in Bulgaria membership in the
European Union was high on the top of the political agenda. Ever since their
inception, the EU accession negotiations acquired central place in the internal
discourse on Bulgaria’s transition. Joining the European Union emerged as
the single most attractive foreign policy goal both for the political elite and
for the public at large. For all practical purposes they became the concise and
comprehensive equivalent of the progress in economic and administrative
reforms in my country. There has always been a broad political consensus so far
as accession of Bulgaria to the EU is concerned and mobilization of Bulgarian
political elite, citizens and the whole civil society for achieving this common
goal of EU accession.
Proper preparation of Bulgaria for accession and its attainment was subject to
two major challenging preconditions: time and resources. The time, of course,
could vary between a minimum and a maximum but could not be cut under
a certain minimum in view of the given absorption capacity of the country
and the proper time limits for preparation. On the other side accession could
not be delayed endlessly due to political reasons and commitments already
made. The resources also could vary within limits but the scale and nature of
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the preparatory work as a whole determine the minimum; the capacities for
delivery – the maximum.

EU Accession – opportunities and costs
Apart from the endless beneﬁts of the full-ﬂedged EU membership already
mentioned, the accession preparation of Bulgaria had also several given costs
that could be formally divided in three groups:
• Costs for development of modern legislature consistent with the EU
Acquis; for its implementation and enforcement; for development of
eﬃcient public administration and institutions. Compared to other
groups of costs, this one was the smallest in pecuniary terms (5-10%
of overall investment). It was however highly heterogeneous and very
diﬃcult to achieve. The most challenging were the development of
appropriate political, economic, social, institutional, psychological and
other prerequisites for law implementation and enforcement. This could
be achieved mainly by re-educating the people. The intangible eﬀorts in
this area were the greatest, the most heterogeneous, and for that – the
most diﬃcult. Improvements to infrastructure and reforming the state
administration represented major challenges for Bulgaria on the way to
the European Union.
• Costs of compliance with European standards on environment protection,
modernisation of transport, telecommunications, energy generation and
transmission, other components of infrastructure, nuclear safety, labour
safety and health, consumer protection, upgrading of social standards,
veterinary-sanitary control and animal protection, protection of external
borders of the expanded EU and many others. The compliance with these
standards called for large investments. In general terms, it could be said
that if transitional periods are less and shorter, the bulk of the costs has to
be made prior to accession. This group of investments was larger (25-35%
of overall investment). It should be underlined that the proper practical
experience acquired alone contributes to the build-up of administrative
capacity.
* /According to some prior estimates made and statistics, for the achievement
of environment standards alone the applicant CEECs needed EUR 122 bln.
The amount for Bulgaria – EUR 15 bln. – around 6% of the annual GDP for
20 years. For compliance with standards in transport the CEECs needs were
estimated at EUR 90 bln., including EUR 5,3 bln. for Bulgaria – 4,6% of the
annual GDP for 10 years/
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• Costs for total modernisation of the production potential: industry,
agriculture and services. It had to be upgraded to modern structural,
technological and ecological standards; to be capable of generating
sustained growth, much higher productivity and competitiveness. Huge
investments were needed both for physical and human capital through
modernisation of education and health care systems, preparation for the
information society and the New Economy. The Bulgarian economy had to
be competitive on the Single Market of the EU and on the global markets.
Large investments were needed for modernisation of the ﬁnancial and
social systems. This group of costs was the largest - around 60-65% of
overall investment.
Notwithstanding the highly challenging and rather diﬃcult process of
preparation for EU accession, the EU membership of Bulgaria was oﬀering
countless opportunities and reaping the maximum beneﬁts has been namely
an enormous challenge. The Bulgarian government has always been well
aware of this fact.

The challenge of the excellent coordination of the negotiation
process – the well-designed so-called “negotiation
mechanism”
The right coordination of the negotiation process of my country was an
important prerequisite for the successful conclusion of the challenging negotiation process, on 15 June 2004.
With the oﬃcial start of the membership negotiations of Bulgaria with
the European Union in 2000, marking Bulgaria’s acquisition of the status of
candidate country, important changes in the existing coordination mechanism
have been introduced:
• The leading role for the issues concerning the EU accession was taken
over by the Council of Ministers and its consultative body, the Council
for European integration, was established.
• Within the Administration of the Council of Ministers a special Directorate
“European Integration and Relations with the International Financial
Institutions” was established. The main functions of the Directorate were
related to expressing opinions concerning the conformity of the Bulgarian
acts with the EU law, elaboration and maintenance of updated National
Harmonogram concerning the state of harmonisation of the national
legislation with the EU legislation, analysing and tracking the implementation
of the commitments under the individual negotiation chapters.
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• The Minister of Foreign Aﬀairs was appointed Head of the Delegation of
the Republic of Bulgaria for the negotiations for EU accession.
• A Special Representative of the Republic of Bulgaria (Chief Negotiator) was
also appointed for conducting negotiations with the European Union.
• At the individual Ministries and Agencies having commitments in the
negotiation process, special European integration structural units were
established (directorates or departments).

Factual background in terms of harmonization,
institutional capacity building and implementation policy
In December 1995, on the fringes of the Madrid European Council, Bulgaria
deposited its application for membership, embarking on the challenging road
towards negotiations with the European Union. The negotiation process started
in February 2000. The EU negotiations acquired importance that could hardly
be equaled by any other issue on the nation’s agenda. They proved to be a
never failing tool for consensus building and huge public support mobilization.
As I already mentioned, the negotiation process became the pure expression
of the economic and administrative reforms. In other words, the state of the
negotiations with the European Union did not only indicate the achieved
progress in various reform areas – but it also triggered the reform eﬀort itself
and deﬁned its timetable.
As Bulgaria approached the ﬁnal stage of the negotiation process, the analysis of the negotiations began to acquire new dimensions. The public opinion
developed an acute sensitivity with reference to the contents and the timetable
of the continuing tasks. “Bulgaria still needs to make sustained eﬀorts”, stated the
European Commission in the specially designed 2003 Roadmap, “to develop sufﬁcient administrative and judicial capacity to implement and enforce the acquis. As
well as continuing horizontal reform of the public administration, it needs to focus in
particular on developing the capacity to be part of the internal market and to apply
the acquis in areas such as agriculture, environment and regional policy”. Under the
pressure of the slow down in the integration process Bulgaria adopted a Strategy for acceleration of the Negotiations. Progress in indicated areas began to be
perceived as crucial and speedily developed documents appeared to meet fully
the EU criteria, namely the Strategy for Modernization of the State Administration,
the Action Plan and some major amendments to the Law on the Judicial System.
For instance, as the judicial reform implied that the constitutional provisions
on magistrates’ immunity should be revised, the Parliament went as far as to
introduce a change in the respective texts of the basic law of the country.
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The format by itself and the established set of rules of the accession negotiations left little room for manoeuvring and Bulgarian delegations bargained mainly
over various transition periods with regards to the implementation of the acquis
communautaire in speciﬁc areas. At the initial stages, the course of the negotiations, at least as perceived by the public at large, went through a number of issues,
discussed in detail and centered on transitional periods bargain and on opening
and closing negotiation chapters. Towards the end of the road, the negotiations
in the eyes of the Bulgarian society became more concentrated on a more limited
number of issues of so-called particular “national interest” – I could say that this was
one of the most challenging chapters of the negotiation process of my country.
As a result appeared the necessity for the government to begin executing the
Communication Strategy for the preparation of Bulgaria’s accession to the European
Union. Bulgarian authorities engaged in such a challenging exercise, mobilizing
the whole society at large: academia, media and the civil society, in order to
produce consistent and viable action.
The commitments Bulgaria made in the negotiations with the European Union
were generally met and the overall assessments of Bulgaria’s achievements
tended to be positive, in some instances even impressive and reassuring. The
tour d’ horizon over the entirety of the negotiating chapters could lead us to
the conclusion that the EU accession negotiations played an important, let’s
say even crucial role for Bulgaria of today. A retrospective analysis about what
was right and what was wrong could provide a good example of the lessons
learned so far.
Following its accession to the European Union, Bulgaria, once a beneﬁciary,
gradually became a country providing expertise in relation to the EU law.
Experts from administrations of the new Member States, including Bulgaria,
were invited to participate in events organised by TAIEX in beneﬁciary states,
by presenting their experience and expertise in introducing and applying the
Community legislation. To this end, for instance, “the database of TAIEX experts”
has been set-up, where any oﬃcial from the administration or a private person
might freely log-in. Bulgarian experts have been actively involved in events
organised by TAIEX, as lecturers. For instance, for 2008 only, the number of
lecturers was 124 coming from the administration and the private sector, and
the largest number of lecturers was in the ﬁeld of the internal market.

The most challenging chapters of the negotiations
The most challenging chapters of the negotiations are basically those concerning a particular so-called “national interest” issue, or those requiring the
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negotiation of a transitional period or more transitional periods. Highly challenging chapters are also those negotiation chapters consisting of a huge part
of acquis communautaire that has to be adopted, or those chapters that require
adoption of suﬃcient absorption and administrative capacity.
Just to give an example, in the case of Bulgaria, energy proved to be, for
instance, a rather complicated negotiation theme, with the controversial issue concerning the future of the Bulgarian nuclear power plants. In the ﬁeld
of nuclear energy, Bulgaria faced the dilemma how to operate the Kozloduy
nuclear power plant. The ﬁnal closure of units 3 and 4 of the nuclear power
plant became subject of intense public debate, involving the Parliament, the
executive branch and civil society associations.
Just to cite another example, the longest negotiations for Bulgaria took place
over regional policy and co-ordination of structural instruments. As regards
the legislative framework, the necessary legislation had to be adopted with
relevance to regional policy and Structural Funds preparation, together with
the institutional structures involved and required.
On the chapter of environment, for instance, Bulgaria had to ask, negotiate
and eventually received several transitional arrangements. In ecology, despite the considerable success, Bulgaria faced another major challenge – the
availability of budgetary resources to meet the environment-related cost of
economic growth.

Eﬃcient Membership and Successful Preparation for EU
Accession
I will conclude my presentation with citing the proper main topic and motto
of this eleventh edition of the Summer Seminar, namely “Eﬃcient Membership
and Successful Preparation for EU Accession”. This slogan summarizes in a way
the whole challenging process by itself – the successful preparation for accession
being always a kind of prerequisite per se for an eﬃcient EU membership.

The EU Funds Management – the Bulgarian
experience
Lyubomir Stoyanov
Programming of EU Funds Directorate
Council of Ministers

European Funds
Structural funds:
• European fund for regional development
• European social fund
• Cohesion fund
Specialized funds:
• European agricultural fund for the development of rural regions
• European ﬁsheries fund

EU Financial Perspective 2007 – 2013
TOTAL 864,4 bln €
4. EC as a global partner:
49,5 bln €
3B. EC citizenship:
4,1 bln €
3A. Freedom,
security and justice:
6,6 bln €

2. Preservation and management
of natural resources:
371,3 bln €
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5. Administration:
49,8 bln €
6. Compensations:
0,8 bln €
1A. Competitiveness for
growth and employment:
74,2 bln €

1B. Coherence for growth
and employment:
307,9 bln €
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National Strategic Reference Framework

EU Structural Instruments for Bulgaria 2007-2013
Objective/ Fund

Budget (€)

Share

Convergence

4.391 bln

64.1 %

ERDF

3.205 bln

72.9 %

ESF

1.186 bln

27.1 %

Cohesion Fund

2.283 bln

33.3 %

Total

6.674 bln

97.4 %

179 mln

2.6 %

6.853 bln

100.0 %

European Territorial Cooperation
ERDF
TOTAL

Strategic Programming Documents 07-13

National Strategic
Reference Framework
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Strategic Objectives:
• Strengthen the competitiveness of the economy to achieve high and
sustainable growth
• Develop human capital to ensure higher employment, income and social
integration
Strategic Priorities:
• Improving basic infrastructure
• Increasing quality of human capital with a focus on employment
• Fostering entrepreneurship, favourable business environment and good
governance
• Supporting balanced territorial development

Operational programmes

National
Strategic Documents

Operational Programme
OP “Regional Development”
OP “Competitiveness”
OP “Human Resources Development”
OP “Administrative Capacity”
OP “Transport”
OP “Environment”
OP “Technical Assistance”
Rural Development Programme
EFFOP -BG Fisheries Sector

Financial Allocation (mln €)
1 361 (ERDF)
988 (ERDF)
1 032 (ESF)
153 (ESF)
1 624 (ERDF + CF)
1 466(ERDF + CF)
48 (ERDF)
3 278 (EAFDRA)
106 (EFF)

OP
Technical
Assistance

Operational
Programmes

OP
Transport

OP
Human
Resource
Development

OP
Competitiveness

OP
Regional
Development

National Strategic Plan
for Agricultural and
Rural Development

OP
Environment

National
Development Plan

Community
Strategic Guidelines

OP
Administrative
Capacity

National Strategic Plan for
Fisheries and Aquacultures

Vision:
• By 2015 Bulgaria to become a competitive EU country with high quality
of life, incomes and social awareness
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OP Transport

OP Human Resources Development

Total amount: 2 003 ME; EU-1624ME; Nat. -379ME

Total amount: 1 214 ME; EU-1032ME; Nat. -182ME

Priority Axis:
• Development of railway infrastructure along the major national and TransEuropean transport axes
• Development of road infrastructure along the major national and TransEuropean transport axes
• Improvement of intermodality for passengers and freights
• Improvement of the maritime and inland-waterway navigation

Priority Axis:
• Promotion of job creation and development of inclusive labour market
• Raising the productivity and adaptability of the employed persons
• Improving the quality of education and training in correspondence with
the labour market needs for building knowledge-based economy
• Improving the access to education and training
• Social inclusion and promotion of social economy
• Improving the eﬃciency of labour market institutions and of social and
healthcare services
• Transnational and interregional cooperation

Potential beneﬁciaries:
• National company Railway infrastructure, municipalities, Extrabudgetary
Fund Road infrastructure
Managing Authority:
• Ministry of Transport, Information Technologies and Communications
www.mtitc.government.bg

OP Environment
Total amount: 1 801 ME; EU-1466ME; Nat. -334ME
Priority Axis:
• Improvement and development of water, wastewater infrastructure ﬁn
settlements with over 2000 PE
• Improvement and development of waste treatment infrastructure
• Preservation and restoration of biodiversity
Potential beneﬁciaries:
• Municipalities, regional municipal assosiations, public entities for water
management
Managing Authority:
• Ministry of Environment and Water
www.moew.government.bg
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Potential beneﬁciaries:
• Educational and training institutions and organizations, employers, branch
organisations, socio-economic partners, NGOs, centres for information
and vocational training, institutions for vocational counselling
Managing Authority:
• Ministry of Labour and Social Policy
www.mlsp.government.bg

OP Administrative Capacity
Total amount: 181 ME; EU-154ME; Nat. -27ME
Priority Axis:
• Good governance
• Human resources management in the state administration, the judicial
system and civil society structures
• Quality of administrative service delivery and e-governance development
Potential beneﬁciaries:
• State administration, judiciary system, civil society
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Managing Authority:
• Ministry of Finance
www.minﬁn.bg

OP Development of the Competitiveness of the Bulgarian
Economy
Total amount: 1 162 ME; EU-988ME; Nat. -174ME
Priority Axis:
• Development of knowledge-based economy and innovations
• Increasing enterprises eﬃciency and business environment
• Financial resources for developing enterprises
• Strengthening international market positions of the economy
Potential beneﬁciaries:
• SMEs, universities, research centers
Managing Authority:
• Ministry of Economy and Energy
http://www.mi.government.bg/

OP Regional Development

OP Technical Assistance
Total amount: 56. 8 ME; EU -48,3 ME; Nat. – 8.5 ME
Priority Axis:
• Support to the implementation of the activities, performed by the Central
Coordination Unit, Certifying Authority and Audit Authority, the OPTA
Managing Authority, the NSRF Monitoring Committee and the OPTA
Monitoring Committee
• Further development and support to the functioning of the Uniﬁed Management Information System
• Promotion of the European Cohesion Policy in Bulgaria and ensuring the
provision of general and statistical information
Potential beneﬁciaries:
• Central Coordination Unit, Certifying Authority, Audit Authority

Institutional Framework
Central Coordination Unit:
3 directorates
in the Council of Ministers

Total amount: 1 601 ME; EU-1361ME; Nat. -240ME
Priority Axis:
• Urban Development
• Regional and Local Accessibility
• Sustainable Tourism Development
• Regional and local networking, co-operation and capacity
Potential beneﬁciaries:
• Municipalities, municipal companies, assosiations of municipalities, NGOs
with local representations
Managing Authority:
• Ministry of Regional Development and Public Works
www.mrrb.government.bg
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OP Monitoring Committee

Managing Authority:
• Ministry of Finance
www.minﬁn.bg

Certifying
Authority

Audit
Authority

Court
of Auditors

Managing
Authority

Intermediate
Body 1

Intermediate
Body 2

NSRF Monitoring
Committee

OP Monitoring
Committee

Legend
reporting

Beneﬁciaries

feedback
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Coordination Mechanism

Mechanism for ﬁnancing project initiatives

Council for Coordination in Management of EU
Funds chaired by the Ministerforr for EU Funds

The Head
of MA
takes the
decision on
project
approval

Central Coordination Unit

Progamming
of EU Funds
Directorate

Monitoring
of EU Funds
Directorate

Submission of reports and
invoices on incurred
expenditures to the IB

MA informs IB, who
informs the beneﬁciary

Information Systems
for Management of
EU Funds Directorate

Implementation of the Structural Funds programmes: main
issues and actions taken
Eﬀective and eﬃcient systems and procedures
 Implementation of the Conﬂict of Interest law is ensured
• Common general understanding for the rules and procedures, incl. for
checks – national guidelines adopted
• Simpliﬁcation at EU level is underway
• In parallel, a national simpliﬁcation exercise is near completion (Decrees
121 and 55; draft national order for veriﬁcations, etc.)
- to skip not really needed steps/requirements
- to ensure transparency and accountability
- to use more widely common standards and standard documentation

Award of
contract

Implementation
and monitoring
of the project

Project
Approval
Appraisal of
the Project
Proposal
The Evaluation
Committee carries out
an administrative and eligibility
check as well as technical and
ﬁnancial appraisal of the project
proposals and submits a project
short list

IB veriﬁes the expenditures
and submits a certiﬁcate
on expenditures to the MA

Project
Completion

Preparation of the
project proposal

The applicant prepares
and submits the project
proposal to the IB / MA

MA veriﬁes the
received
certiﬁcate and
submits
aggregated
certiﬁcate to
the Certifying
Authority
The Certifying
Authority
certiﬁes the
received
aggregated
certiﬁcates and
pays to the
beneﬁciaries

The beneﬁciary submits
Final Report and
receives the ﬁnal
payment

Implementation of the Structural Funds programmes:
main issues and actions taken
Eﬀective and eﬃcient systems and procedures
 Continuous improvement in public procurement
• An inter-institutional permanent working group, chaired by the CCU is
established
 Financial corrections:
• National guidelines are worked out
 Progress made towards more eﬃcient relations with ﬁnal beneﬁciaries
and their organisations
Better and more eﬃcient advice and information (open days for the OPs,
joint ad-hoc and permanent working groups chaired by the CCU)
• Exchange of experiences with other Member States and the Commission
• A system for distance e-learning for regional authorities is worked out
with Technical Assistance funds
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Quality and regularity of operations
 Better organised and more focussed/strategic calls for proposals
• Better and more clear selection criteria (OP Environment and OP Competitiveness)
– A new Methodology and approach for project selection is developed
in Water and Waste Management sectors. Direct grant-awarding procedure.
– Optimized selection criteria to assure eﬃciency of funding are approved for OPCompetitiveness
• A procedure to deal with complaints is worked out

Implementation as of 19.05.2010
Eur
%
Contracted
amounts
of the total
budget
of OP

% Eﬀectively
paid out of
the total
budget
of the OP

Total Budget
(EU+National)

Contracted
Amounts

1 601 274 759,00

617 529 180,14

38,56

68 725 462,47

4,29

IP Competitiveness 1 162 215 551,00

380 295 565,12

32,72

16 805 691,12

1,45

IP Human
Resources
Development

1 213 869 575,00

497 682 548,55

41,00

60 384 364,32

4,97

IP Environment

1 800 748 085,00

513 404 185,76

28,51

67 125 956,49

3,73

IP Transport

2 003 481 166,01

593 689 313,30

29,63

61 264 780,18

3,06

180 789 087,00

70 118 691,88

38,78

39 801 998,44

22,02

56 819 427,00

11 820 566,88

20,80

3 289 156,56

5,79

33,48 317 397 409,57

3,96

OP Administrative
Capacity
OP Technical
Assistance
Total OP:
Rural
Development
Programme
EFFOP -BG
Fisheries Sector
Total RDP+EFFOP
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8 019 197 650,01 2 684 540 051,61

Accelerate absorption, but keep the quality and regularity
Speed up the preparation of infrastructures and submission of application forms
Implement the simpliﬁcation of procedures for Funds management, reduce
administrative burden
Seek complementarity between ﬁnancial instruments
Combine motivation tools to maintain the staﬀ capacity; train beneﬁciaries
“Think globally, act locally”: Plan early and eﬃciently at home, shape the
EU future policy in a fair and mutually beneﬁcial manner

Lessons learned from pre-accessionaccession  Challenges for
the future

Financing of NSRF 2007 – 2013

IP Regional
Development

The way ahead

Eﬀectively
paid out

3 278 771 726

834 087 676,8

25,44

446 071 408

13,60

106 679 611

3 541 726,40

3.32

298 676,5925

0.28

3 385 451 337

837629403,2

24.27

446 370 084,6

13.77

Keys to success of the EU Funds in your country
How will they be used?
• You should have long-term vision and strategy for national and local development, taking account on the Community strategic guidelines and
your own peculiarities and needs
• You should set criteria for granting – geographic, thematic areas
• You should work out mechanisms for delivering of the assistance – Management and Control Systems
• You should have project readiness
Planning of operations, coordination, communication, control
• Are the projects part of a previously elaborated regional master plan? Is
that master plan part of a regional/national development strategy? Is that
strategy consistent with the Community policies?
• Are the beneﬁciaries actively involved and responsible in the solution of
their own problems…From the ﬁrst stage of the cycle?
The good project preparation: a condition for easy approval and fast implementation
• The procedures for land acquisition, EIA, issuance of permits should be
completed before start of the construction
• The contract conditions for public procurement should be well prepared
– good cost estimation and appropriate pricing methods, legal requirements respected, etc.
• Institutional capacity in public procurement, ﬁnancial management and
technical expertise is needed for enhanced monitoring over the contractors,
• to keep them strictly accountable, to follow clear and realistic deadlines
www.eufunds.bg
eufunds@government.bg
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CHAPTER II:

THE PROCESS OF EU
INTEGRATION – CHALLENGES
AHEAD
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Power is shifting.
The EU the Western Balkans region is about to join.
Lothar Jaschke1
Lothar Jaschke has studied Business Administration in Vienna,
EU Aﬀairs in Copenhagen and International Relations in Brussels.
He is a member of the Union of European Federalists in Vienna
and Bruessels and the Elias Canetti Society in Rousse. Mr. Jaschke
worked at the Ministry of Foreign Aﬀairs in Vienna from 1994 to
1999 with a special focus on relations with CEE, Russia, Central
Asia and on the Enlargement process. Until 2002 he was responsible for the relations to Maghreb and Mashreq countries, as well
as the Barcelona process at the Council Secretariat of the European Union.
From 2002 to 2006 he held a position as a Minister Counselor at the Austrian
Embassy in Bulgaria. He spent a year in Auswaertiges Amt, Berlin working in the
sphere of EU relations to the Western Balkans region. In 2007 Lothar Jaschke has
returned to the Council Secretariat of the European Union and is currently dealing
with EU relations to the Western Balkans, SAP, COWEB Working Party.

I
Power is shifting. Europe has to adapt in keeping with the age. It needs to
reform or face its decline. These are the messages of the reﬂection group of M.
Felipe Gonzalez2. It is as clear and as relevant to each of the Member states as
it is to the Western Balkan countries. Europe, M. Gonzalez continues, still has a
chance to face successfully the challenges of globalisation – and there are many
in a low growth and aging area like Europe – and become an “agent of change”
if it is united and speaks with one voice. Or at least orchestrate its polyphony.
Each member state helps to unite Europe and to move it ahead. The EU is an
innovation of history, having changed interstate relations and brought pros1
The author is working at the Western Balkans Unit of the General Secretariat of the Council. The views expressed in
this article are not necessarily those of the Secretariat and engage only the author.
2
Project Europe 2030, challenges and opportunities, which the former Spanish PM Felipe Gonzalez and the President
of the European Council, Hermann Van Rompuy, presented on 8 May 2010 in the Council).
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perity and cohesion to a war torn region, built on the ruins of hedonistic and
heroic societies who competed unilaterally for power. Now it is time to move
on and pull together with “a common new purpose deﬁned by the needs of the
current age”. This is about the EU`s place in the world. Will the EU be an assertive global actor or an irrelevant Western peninsula of the Asia continent? As
it has always been in its history, the “EU is at a cross point”. (I cannot remember
any major text on the future of the EU without mentioning the cross point or
turning point). Resounding to this remark in the Gonzalez report, the European
Council of 16 September 2010 held that the “EU must be an eﬀective global actor, ready to share in the responsibility for global security”, drawing on “eﬀective
multilateralism, universal values, an open world economy and its instruments.”
Shakespeare encapsulated it in this phrase: there is tide in the aﬀair of men.
And tides there are. Recently, the European Union was tested by the debt crisis
in Southern Europe and as a result strengthened the coordination of national
ﬁscal and economic policies and developed new macro-surveillance framework
to monitor and correct competitive divergences. It also set up a European Stabilisation Mechanism of EUR 500 billion (EUR 60 billion3/EUR 440 billion from
Member States) with a contribution of the IMF in the order of EUR 250 billion.
Thereby, the European Council - which has taken the lead in economic coordination - is establishing economic governance within the EU. At a global level,
in the framework of the G20, the EU is steering eﬀorts on ﬁnancial surveillance,
including the possibility of a “stability fee” and a transaction tax.
The Lisbon Treaty has achieved the necessary deepening for the next widening.
Now it needs to be applied in all its parts. This requires stamina and perseverance.
Lisbon implementation will cause (further) discussions and legislative measures.
The EU is building up, at last, its diplomatic service and it is strategically streamlining
its foreign policy. This means engaging with key partners on global issues such as
the recovery from the economic crisis, climate change, proliferation, cyber security,
terrorism, migration, energy. This means promoting good governance, human rights
and labour standards. And it means an ambitious free trade agreement which protects intellectual property rights, open public procurement markets and promotes
investment. The EU struggles to keep the UNFCCC process (climate change negotiations) going. The upcoming conference in Cancun (in December 2010) should
agree on concrete deliverables for all participants. The EU remains committed to
supporting the achievement of the Millennium Development Goals by 2015.
3
On 9 May 2010, the Council decided on a comprehensive package of measures to preserve ﬁnancial stability in
Europe, including a European Financial Stabilisation mechanism based on Article 122(2) of the TFEU. This Article
foresees ﬁnancial support for Member States in diﬃculties caused by exceptional circumstances beyond Member
States’ control. The mechanism will operate without prejudice to the existing facility providing medium term ﬁnancial
assistance for non euro area Member States’ balance of payments. To grant this ﬁnancial assistance the Commission
will borrow on the capital markets or with ﬁnancial institutions on behalf of the European Union.
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II
If power is shifting and the EU is reforming, what will the European Union
look like when the Western Balkan countries are set to join? In the then seemingly protracted accession negotiations the chief negotiator of a country of
Central and Eastern Europe sighed that, maybe, the EU will have changed to
such an extent by the time “we have ﬁnished the negotiation that we do not
want to be part of it anymore”.
First, in the last 15 years the European Union has changed substantially membership has more than doubled from 12 to 27 Member States, the acquis
of the Union has grown considerably and it has taken on new instruments and
competencies in justice and home aﬀairs, energy and climate change policy,
citizenship, direct democracy and foreign policy (for example it has conducted
more than 20 CSDP missions since 1993).
Second, the EU has less than 7% of the world population, but generates 22%
of the world’s wealth (compared to 21% for the US, 11,5% for China and 4,7%
for India). It is the ﬁrst commercial power in the world and the ﬁrst provider of
international aid. It has high social and environmental standards.
The EU remains for many people around the word, a reference point for a
transnational community of law which has brought prosperity and cohesion to
a region torn by wars. As a post-nationalistic project, Europe is “moving beyond
power into the self-contained world of laws and rules and transitional negotiations
and cooperation. It is entering a post-historical paradise of peace and relative prosperity” and it has moved into ‘the Kantian age of perpetual peace” (compared to
the Hobbesian age the US are still in)4. In a similar vein, Peter Sloterdijk called the
“European experiment”, a “Confederation of the European States of the Old World”
with Europe having left the Old World and forging a post-heroic, post imperial, post unilateral and post enthusiastic society (singular). It is a “convincing
project”- despite all the criticism and scepticism. “Great convictions”, Sloterdijk
says, “do not need the noise and media hype” and “scepticism correlates positive
to democracy”5. Karl Kraus - eminent writer in the ﬁn de siècle Vienna – recommended to be better scepticists in favour of democracy.
Third the EU was snubbed in the Copenhagen Climate Summit, it is unable to
create a 60,000 soldiers strong rapid reaction force despite its 1.8 million soldiers
under arm and it is riddled with structural deﬁciencies - lower productivity,
structural unemployment, inadequate labour market ﬂexibility, outdated skills
and poor growth. The EU’s share of global wealth is reducing, its population
Robert Kagan; Power and Weakness, in Policy Review N 113, 2002.
Peter Sloterdijk made his remarks at a conference commemorating 10 years of Austrian membership in the EU, in
2005 in Vienna
4
5
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is shrinking and aging – while it is growing in most of Asia and Africa – and at
the same time, its energy consumption and dependency is increasing. Tony
Blair recently indicated that the weight of the world is shifting eastwards. In
2030 Asia will be at the forefront of scientiﬁc and technological development,
in Europe the labour force will be 68 million people less in 2030 than today
(it will need about 100 million migrant workers to compensate and keep the
economic level) and there will almost be as twice as many people over 65 per
worker as of today. If the EU’s global share is in decline, then it is also about
managing this decline.
Forth, is the EU one boat that is sailing or 27 boats each steering a national
course? The President of the European Council recently painted the picture of
a convoy of boats linked to each other under the surface by strong economic
and ﬁnancial ties with some boats drifting apart sometimes. Even if there is no
President of Europe, there is a permanent chair of the European Council which
could give it and thereby the whole Union a sense of direction.
Fifth, as the tides are the challenges today, the course must be a long term
reform programme for the next decades. In March 2010 the European Council
has called on its President to establish a task force with representatives from the
EU Member States and the ECB, formally to reach the objective of an improved
crisis resolution framework and better budgetary discipline, including all options to reinforce the legal framework. In June 2010 it adopted a new strategy for
“smart, sustainable and inclusive growth” (EU 2020) which provides for national
reform programmes, moving targets in keeping with each country’s speciﬁcs
and a monitoring mechanism by the Commission and the Council as well as
a general assessment by the European Council which has all the ingredients
to become the economic government. The new strategy’s mechanism and
objectives – 75% employment rate, 3% of GDP for research and development,
the EU climate change targets, increase in higher education and reduction in
poverty – oﬀer a framework for EU Member States and third countries such as
those of the Western Balkans.

III
The Western Balkans are already part of the strategic choices the EU is taking
and the challenges it is facing. The Schuman declaration of 1950 was an invitation to join the European project to all countries in Europe. It is now becoming
reality. Accession of eight countries of Central and Eastern Europe in 2004 and
2007 was a historic reconciliation, leaving the Europe of Yalta behind. Each
Member State contributes to the development of this project, “each Member
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State helps to unite Europe” as stated in the declaration, adopted at the occasion
of 50 years of the European Economic Community in March 2007. Whether it is
a Member State or potential candidate country does not matter. What matters
is the will and the capacity to contribute to shaping the future. How will the
Western Balkan countries contribute to the European Union’s future course
and to unite Europe?
From a rostrum in the History Museum in East Berlin, Angela Merkel (in March
2007) pointed to the Berlin Wall –“I always thought that my world would end at
the wall, I would never have expected that I would once cross the Brandenburger
Tor to the West”. Many years earlier former Pope Johannes Paul II, standing
at the Brandenburger Tor, addressed Helmut Kohl “this is a great hour for the
pope. The wall has fallen, the gate is open. Germany is free. My country, Poland, is
free”. In 1990 the leaders of the Baltic countries came to see this gate – we are,
they said, returning to Europe. It is the coming to the European Union for the
former Yugoslavia, an area neither before nor behind the iron curtain, but part
of the communistic sphere with a highly complex ethnic set-up and instability
which tragically came to the fore in the early nineties, Albania as been spared
by the agonies of the wars, but it had no relations with West and East Europe
for decades, China’s lonely outpost in Europe.
To frame its relations with the Western Balkans region, the EU set up, in spring
1999, a framework process, the Stabilisation and Association Process which “will
help enable the countries in the region to create lasting peace, democracy, stability and prosperity “ (Council conclusions, May 1999). As the framework for the
EU policy “all the way to their future accession”, the SAP was reinforced in June
2003 by the Thessaloniki Agenda when elements from the previous accession
process have been integrated. The EU also set up CFSP instruments – six CSDP
missions7 and three EU Special Representatives6. The EU leaders reconﬁrmed
their oﬀer to the Western Balkans at the ﬁrst summit meeting in Zagreb in
November 2000: the European perspective – against the promise to reform
further and take on the acquis of the Union as well as advances in regional
cooperation. By then the countries concerned had administered the wounds of
the wars and started economic and political reforms which guaranteed market
economy and democracy.
What has been achieved ever since is remarkable. Croatia has started accession negotiations in 2005 and is in the concluding phase and in 2009 the
Commission has proposed accession negotiations for the Former Yugoslav Republic of Macedonia. The countries in the Stabilisation and Association Process
6
Three missions are still running - EULEX in Kosovo and EUPM/EUFOR ALTHEA in BiH. Another three missions took
place in the former Yugoslav Republic of Macedonia; all three are concluded by now.
7
The mandate of the EUSR in Skopje is running until 30 September 2010.
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signed agreements (all have entered into force except for the SAA with Serbia
and with BiH) and built up administrations and markets.
The SAA between the EU and BiH is ratiﬁed by nearly all Member States and
could enter into eﬀect in the next months, in early 2011. The Interim Agreement
with Serbia has entered into force on 1 February 2010 – the ﬁrst contractual
relationship between Serbia and the EU ever - and the ratiﬁcation of the SAA
has started in June 2010. These are important steps for the way ahead and
they might smooth the work on the avis the Commission will produce once
mandated by the Council.
EU investment in Kosovo is considerable. For obvious reasons Kosovo has
not concluded a SAA with the EU but all Member States agree that the EU plays
an important role in the socio-economic development of Kosovo and that it
is necessary to proceed with the rule of law as supported by the EULEX mission. The Commission proposed certain measures in October 2009 (regarding
visa liberalisation, trade measures and participation in Union programmes)
which could become reality in the years ahead and strengthen the European
dimension of Kosovo. The immediate challenge is to face the fall-out of the
opinion of the International Court of Justice of 22 July regarding the declaration of independence of Kosovo. It should be a basis for Kosovo and Serbia to
improve relations. The EU is ready to facilitate a process of dialogue between
Belgrade and Pristina.
When the ﬁnancial and economic crises hit in 2009, reforms were continuing, reﬂected in upgrades in the EBRD reform index. It is a sign of political maturity that democratic standards have not been challenged, neither the free
market economy model. With some exceptions the governments have not
reverted to protective measures, nor have interethnic relations suﬀered. The
EU assistance to the region included micro ﬁnancial assistance to Serbia and
Bosnia-Herzegovina (BiH), budget support for Serbia as well as the IPA Crisis
Response Package.

IV
As conﬁrmed in the High Level meeting between EU Member States and
the Western Balkans in Sarajevo on 2 June 2010, the EU continues its eﬀorts
to welcome the Western Balkan countries as Members States full speed. The
message of Sarajevo is one of unequivocal commitment to the European perspective of the countries of the region. But this is not a new policy, Zagreb is
ten years away, there is progress as stated above, but not more. Meanwhile,
the EU Member states have developed further - and lost some referenda. The
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EU cannot oﬀer fast accession which would be the real stimulus for thorough
reforms, in particular in the judiciary and regarding the ﬁght against corruption
and organised crime – the tendon of Achilles for the whole region.
New momentum is being created by visa liberalisation and accession application. Visa liberalisation has demonstrated what sustained eﬀorts can do and
what can be achieved if the incentives are right. Three countries have seen visa
abolished in December 2009 and two others, Albania and BiH, are to follow any
time soon on the basis of a proposal of the Commission of 27 May 2010.
Based on the promise of the European perspective and the progress it made
in the SAP, Montenegro applied for membership in the EU in December 2008,
followed by Albania in April 2009, Iceland in July and Serbia in December 2009.
The ice-breakers Montenegro and Albania each were moving more or less
successfully on the EU path and had strong internal pressure - albeit not the
full encouragement of the EU institutions - to deliver and send oﬀ the (short)
letters to the President of the Council. These applications will be met by comprehensive opinions from the Commission. In the case of Iceland, the avis has
been presented in February 2010, in the cases of Montenegro and Albania the
Commission is supposed to do so on 10 November 2010 bringing a tiresome and
tedious process of Q&A sessions to its conclusion. The Council is then supposed
to act on the basis of these opinions by deciding on candidate status and then on
opening accession negotiations. These two distinct Council decisions could be
taken simultaneously but could also be conditioned on certain benchmarks.
In the case of Serbia, the Council has so far not requested the Commission
to prepare an avis and thereby - in the EU jargon - open Article 49 procedures.
Whenever it will be done, the Commission and Serbia are supposedly ready to
meet the questionnaire exercise and the administrative capacity of both sides
should guarantee a swift process. BiH has not applied for membership so far.
A new situation could arise when the contours of a strengthened EU presence
in Sarajevo (moving from EUSR to a reinforced oﬃce) are beginning to show
and with the internal situation consolidated after the parliamentary elections
of 3 October 2010.

V
Most issues in the Western Balkans are cross-cutting. All countries have built
modern, democratic and multiethnic societies. And all are still confronting a
number of testing issues, in particular in the governance and rule of law areas,
which could aﬀect stability, security and prosperity. Regional cooperation, the
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idea to strengthen the regional dimension in the Western Balkans (cooperation
among the countries concerned) has been at the heart of the EU’s policy to the
region since 1995 when it was made an essential condition for any progress
towards the EU already in 1995. The promise to join the EU was made, in Zagreb
2000, against progress in regional cooperation. This policy has not changed. It
becomes more important as the numerous bilateral conﬂicts, many a heritage
from the Balkans wars of the 1990s, are lingering on and the European perspective is becoming more concrete.
Regional cooperation is a dull and bureaucratic exercise, not good for any
headlines. Open political conﬂicts live next to technical success in areas like
disaster management, trade or research and development. But no news is
good news and things have moved, almost by stealth, to the better. A lot has
happened in the ﬁrst months 2010.
• Slovenia and Croatia as well as Montenegro and Croatia have found
mechanisms how to deal with their territorial disputes.
• High level meetings in Prizren (Montenegro, Kosovo, Albania, the former
Yugoslav), Istanbul (summit of all South Eastern European countries) and
Sarajevo (South East Europe plus EU) in June 2010 conﬁrmed the importance of regional cooperation and the will to address the remaining open
issues.
• The Regional Cooperation Council in Sarajevo has adopted a strategy for
the next years.
• A conference of the Foreign Ministers of Serbia, Montenegro, BiH and
Croatia in March 2010 addressed delicate issues of refugees and their
housing rights.
• Relations between Serbia and Croatia have improved as their presidents
seem to have built a close personal relationship.
Through the network of the initiatives and task forces, Kosovo is fully part
of the regional landscape and cooperation activities. With independence declared and accepted by an important part of the IC as well as encouraged by
the opinion of the ICJ of 22 July, Kosovo grows more and more assertive and
tries to shed oﬀ the UNMIK tag considered a stain in its quest for statehood.
The decision of the Kosovo government of mid-September, possibly encouraged by third countries, to boycott meetings within the RCC as long as it is
referred to under UNMIK or 1244 is unfortunate as it potentially undermines
the inclusiveness principle of regional cooperation.
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VI
When the International Criminal Tribunal for the former Yugoslavia
(ICTY) was set up in 1993 the domestic judicial systems in the former Yugoslavia were unprepared to dealing with crimes of these dimensions while it was
clear that they had to be addressed. No contract, no agreement, no society can
be sustainable without justice. That is why cooperation with ICTY is a central
piece in the SAP as well as in the accession negotiations. It is important for the
pace WB countries move towards the EU, including in accession talks. Croatia
is an example in point.
ICTY has so far completed proceedings against 125 accused with very diﬀerent verdicts. Despite all the criticism, the proceedings have demonstrated that
those suspected of bearing the greatest responsibility for atrocities committed
can be called to account and that guilt is individualized. ICTY is an important
part of the healing and reconciliation process in the Western Balkans, now
and in the future. Many of the indictees went to The Hague voluntarily. Many
admitted guilt and asked their victims and their families for forgiveness.
The absence of ICTY would be surrender to force, violence and obscurity. As
time goes by, perception of the work of ICTY should lose its ﬂavor of partiality
and illegitimacy. ICTY also works closely with local prosecution and fosters
regional cooperation such as the SEE Prosecutor Association.
The European Union will continue to support the ICTY’s work by not granting visa to those who could help indictees at large and by freezing assets of
indictees at large. It will do so until the work of ICTY has been completed, according to the latest estimates, probably in 2014.

VII
Enlargement is a success story – some would say the greatest success story
of the Union. But enlargement also stands for a sense of general malaise with
the European project, partly demonstrated by the referenda held in EU MS in
the last years. It is a constant reminder to the tormenting question of Europe
quo vadis. The new prominence of absorption capacity, an old concept already
mentioned in the pro Enlargement platform of the European Council in Essen
1994, does not bode well. Some EU leaders, encouraged by polls which seem
to express anti-enlargement sentiments, would argue for a digestion period
after Croatia (and Iceland) have joined the EU during which no more countries
should accede. Enlargement fatigue is not a new phenomenon. What is new is
its extent. It can only be broken if challenges - for example the judiciary - are
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dealt with at an early stage before accession to the EU and not through accession. This is one of the lessons learned from the previous enlargement.
At the other side, many of the leaders of the Western Balkan countries ask
whether it is worth meeting the EUs demands. Is it worth facing all the troubles
in meeting the ever growing conditions, objectives, benchmarks and criteria,
suﬀering like Tantalos? And they would add that the new framework, the new
rules how accession negotiations are conducted, the new acquis is so much
more demanding. The price of the entry ticket has increased, true, but so has
the quality of the product.
For all its internal wrangling, is the EU risking to lose the Western Balkan
countries as some have suggested? Not if the Western Balkans are not willing
to lose the EU. The Western Balkan countries are addressees of the Schuman
declaration. Both sides have committed too many eﬀorts, funds and human resources to untie the enlargement process without a high cost. The enlargement
process is a joint exercise with the way ahead well laid out by the instruments
developed so far. In certain cases there are still loose ends which will have to
be addressed and the instruments will have to be enriched to guarantee the
appropriate EU presence.
The EU stands ready to assist and help as much as possible in the accession
eﬀorts, but the conclusion dates depends on the potential candidate and candidate countries themselves. For both sides non-enlargement is more costly
than enlargement. But neither the EU nor the future member states can aﬀord
a process that leaves both sides unprepared.
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Management of EU Funds in Macedonia
Ljubisa Stefanoski
Head of Sector for General and Legal Aﬀairs
Secretariat for European Aﬀairs
Government of Republic of Macedonia

1. Introduction
Instrument for Pre-accession Assistance (IPA) is part of the package for External Relations. IPA like other instruments of that package is a great opportunity
for rationalisation and simpliﬁcation of the Commission procedures and promotion of the coherence and coordination of the Commission activities.
Main objective in the course of IPA designing was to modernise the entire
Pre-Accession Assistance under a single framework, and to bring together
under same regulation both the candidate countries for membership (Croatia,
Turkey and Republic of Macedonia) and the potential candidate countries for
membership (Albania, Bosnia and Herzegovina, Serbia and Montenegro).
Therefore, in Republic of Macedonia IPA replaced the following instruments:
PHARE (originally created as the) Poland and Hungary: Assistance for Restructuring their Economies Programme, the Instrument for Structural Policies for
Pre-accession (ISPA), the Special Accession Programme for Agriculture and
Rural Development (SAPARD) and the Instrument for Pre-accession of Turkey,
as well as Community Assistance for Reconstruction, Development and Stability (CARDS).
The IPA legal basis is deﬁned by COUNCIL Regulation (EC) No 1085/2006 of
17 July 2006 establishing the Instrument for Pre-accession Assistance (IPA) in
order to improve the eﬃciency of the Community’s External Aid.
To the end of more detailed regulation of the IPA implementation process, a
single enforcement regulative has been drafted, covering all ﬁve components
of the IPA Regulation, taking into consideration special characteristics of each
IPA component such as: Commission Regulation (EC) No.718/2007 of 12 June
2007 implementing Council Regulation (EC) No. 1085/2006 establishing an
Instrument for Pre-accession Assistance (IPA).
Implementation of IPA implies that the Commission and beneﬁciaries sign
Framework Agreements (FA) to determine the principles of their cooperation
under this Regulation.

89

The legal framework for the implementation of the Instrument for Pre-accession Assistance – IPA in the Republic of Macedonia has been regulated through
the conclusion of the following major agreements between the Commission
of the European Communities and the Republic of Macedonia: Framework
Agreement between the Republic of Macedonia and the Commission of the
European Communities laying down the principles of the administrative cooperation between the Republic of Macedonia and the EC for the implementation
of External Aid signed on October 30th, 2007.
The Framework Agreement was ratiﬁed by the Parliament of the Republic
of Macedonia on January 31st, 2008.1
IPA includes the following 5 components: Transition Assistance and Institution Building, Cross-border Cooperation, Regional Development, Human
Resources Development and Rural Development.

2. Component 1 – Transition Assistance and Institution
Building
EU assistance through this component is actually assistance for institutional
capacity building and support to meeting the criteria associated with adoption
of the EU Acquis. It also constitutes a fund to cover measures relating to component 3, 4 and 5, and at the same time, this component supports the Republic
of Macedonia participation in the Community Programmes and Agencies.

2.1. Overall status of implementation of 2007 and 2008
National Programmes
The projects funded under 2007 and 2008 National Programmes are implemented under centralised manner and in this regard signiﬁcant progress has
been achieved.
All the projects from 2007 National programme ﬁrst part are contracted
by October 30, 2009 that was the contracting deadline as per the Financing
Agreement, as per agreement between NIPAC oﬃce and EUD, the NIPAC oﬃce
prepared and submitted to the Delegation an action plan for implementation
of the national co-ﬁnancing, upon the Public Procurement Law for all the 2008
National Programme projects and two projects from 2007 National Programme
(for police reform strategy and local infrastructure).
According to the estimations by the end of June 2010 30% of the 2008 National Programme are going to be contracted. 2
1
2

“Oﬃcial Gazette of the Republic of Macedonia” No. 18/2008 dated as of February 5th, 2008.
The contracting deadline for 2008 National Programme is 23 February 2011.
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The NIPAC oﬃce introduced a system for monthly reporting for the progress
made in the implementation of 2007 and 2008 National Programme projects
while waiting for the oﬃcial Commission Decision on conferral of management for DIS structures in the TAIB component. The monthly reporting has
been requested by the Government as well on October 20, 2009 on its 119th
Government session whereby the NIPAC oﬃce has to report every second week
on the progress made in the implementation of IPA.

2.2 2009 National Programme
The Signature of the Financing Agreement for the National Programme 2009
for IPA Component I – Transition Assistance and Institution Building shall be
done after the EC adopt the Decision on conferral the management powers
for implementation of TAIB on national authorities.

2.3. 2010 National Programme
The oﬃcial submission of the project ﬁches of the IPA 2010 TAIB was made
on January 15, 2010. The National programme is currently in inter-service
consultation in the EC.

2.4. Status programming process 2011
In line with the political support from the EU, the IPA instrument is providing
ﬁnancial support for strengthening democratic institutions and the rule of law,
reforming public administration, carrying out economic reforms, respecting
human and minority rights, encouraging gender equality and non-discrimination, promoting civil rights and development of civil society, supporting
advanced regional cooperation, reconciliation and reconstruction, contributing
to sustainable development & poverty reduction, as well as to a high level of
environmental protection in the Republic of Macedonia. The IPA assistance
additionally focuses on the adoption and implementation of the full acquis
communautaire, as well as the preparation of the country for the implementation of the Community’s agricultural and cohesion policy.
The programming of IPA component I is performed on the basis of annual
Programmes, following the priorities established in the Multi-annual Indicative Planning Document 2009-2011, the recommendations given in the EC’s
annual Progress report, the priorities given in the Accession partnership and
the strategies laid down in the National Programme for Adoption of the Acquis
Communautaire (NPAA).
SEA has already commenced the programming process for 2011. The ﬁnancial
support of this component is realised as national and regional support.
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3. Component 2 – Cross-border Cooperation
Main objective of this Component for Cross-border Cooperation is to treasure
stability, security and prosperity of mutual interest for the countries concerned
and to promote concordant, balanced and sustainable cross-border development. Within the framework of the second IPA Component, the Republic of
Macedonia will continue the cross-border cooperation with the EU Member
States – the Republic of Bulgaria and the Republic of Greece, covered by the
CARDS instrument. Moreover, within this Component, the Republic of Macedonia will eﬀectuate cross-border cooperation with the Republic of Albania
and with its north border in near future. To that end, the Republic of Macedonia
will participate in the Transnational Programme for SEE as an extension of the
CADSES Programme.
In the period September 2009 – April 2010, regarding the implementation
of IPA Component 2 – Cross-border cooperation the following progress has
been achieved.

3.1 IPA CBC programme Republic of Macedonia - Republic of
Albania
60 project proposals were submitted on the ﬁrst call for project proposals
from June 2nd, 2009. The Process of evaluation of the submitted project proposals is underway and it is expected that the ﬁrst contracts for awarding of
grants be concluded in the third quarter of 2010. The total available funds for
support of the project proposals after the ﬁrst call for proposals amounted to
EUR 1.020.000, of which EUR 680.000 for the support of the project activities
that will be implemented in Macedonia.
The second call for proposals was announced on April 19th, 2010. The deadline
for applications is July 19th 2010. The total amount of the call is EUR 3.525.000,
out of which EUR 2.200.000 for the Republic of Macedonia.

3.2. IPA CBC Programme Republic of Macedonia - Republic
of Bulgaria
On September 14th, 2009, the ﬁrst call for project proposals was announced
and opened till December 14th 2009. A total of 90 applications were submitted.
The total amount of funds is EUR 4.131.652 for the two partner countries.
On January 19th, 2010, in Soﬁa, a technical meeting for the IPA Program for
cross-border cooperation between the Republic of Macedonia and the Republic
of Bulgaria was held. On this meeting the ﬁnal version of the Memorandum of
understanding was adopted. It is expected that in May 2010 the evaluation of
the project proposals from the ﬁrst call for proposals will begin, and the best
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project proposals will be chosen, after which there will be an announcement
of the second call for proposals, which will be opened by September 2010.

3.3 IPA CBC Programme Republic of Macedonia - Republic of
Greece
On October 12th, 2009 in a written procedure by the Joint Monitoring Committee the budget for technical assistance, Plan for communication and the
revised Cross-border Programme in the part of ﬁnancial allocations for 2011
and 2012 were adopted.
The total amount of funds is EUR 6.188.651 of which EUR 2.251.302 for the
Republic of Macedonia.

3.4. IPA CBC Programme Republic of Macedonia - Republic
of Kosovo
A series of meetings have been held between the Operative structures
(Ministry of local self-government of the Republic of Macedonia and Ministry
of administration of the local self-government of the Republic of Kosovo, the
established joint working bodies, as well as the principal local institutions in
the regions). On the basis of the received information and analysis, a SWOT
Analysis of the cross-border regions was prepared, and it served as a basis for
the preparation of the draft Programme, as well as a basis for the deﬁnition of
its goals and activities. The Programme is based on the joint planning of the
two countries and is a result of a process of consultation with the relevant local
organizations and potential beneﬁciaries.
The total amount of ﬁnancial allocations for 2010 and 2011 is EUR 1.2 mln.
EU contribution, broken down as follows:
• For 2010: for each side of the border EUR 540.000 for the strategic project
“Opening of a border crossing point Belanovce (Macedonia) – Stancic
(Kosovo)” and EUR 60.000 for technical assistance;
• For 2011: For each side of the border EUR 540.000 for grant schemes, and
EUR 60.000 for technical assistance.

3.5 Transnational Programme for territorial cross-border
cooperation Southeast Europe 2007-2013 (ERDF)
Upon the conclusion of the ﬁrst call for project proposals, from a total of 40
chosen projects for ﬁnancing, 6 of them were with the participation of project
partners from the Republic of Macedonia. The total amount for the 6 projects
for the Republic of Macedonia is EUR 394.150 (EU contribution + national co
- ﬁnancing).
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On November 23rd, the second call for project proposals was announced. In
the given deadline, 600 valid applications were submitted to the Joint Technical Secretariat of which 144 included Macedonian partners. The ﬁrst eligibility
assessment was successfully passed by 244 applications, out of which there is
participation of Macedonian partners in 72. After the assessment of the quality
of the applications, the Joint Technical Secretariat shortlisted 33 applications
that are supposed to receive an invitation for the participation in the second
phase of the second call for proposals, and in 6 of them, there is participation
of eight Macedonian partners.
The total amount of available funds for this call for proposals is EUR
55.235.103, of which EUR 959.654 (EU contribution) are for the Republic of
Macedonia.

4. Component 3 – Regional Development
The Component for Regional Development supports candidate countries in
policies development, as well as preparation for the implementation and management of the Community’s Cohesion Policy, in particular in their preparation
for the European Regional Development Fund and the Cohesion Fund.
The objectives of this Component are as follows:
• Preparation of the candidate countries for programming, implementation
and management with the Structural Fund and Cohesion Fund;
• Implementation of projects in conformity with the Community priorities
and national priorities, in particular in transport and environment sectors.
The Component supports 3 main areas: transport /environment / regional
competitiveness, i.e.
• Transport infrastructure, focused on TEN-T Network connection;
• Environment projects related to waste management, water supply, urban
waste waters and air quality, energy eﬃciency, renewable energy and
unimpeded urban transport;
• Restructuring of industrial zones, including recovery of polluted locations
and land;
• Innovations and entrepreneurship, through SME promotion, including
strengthening of regional research and innovation capacities, assistance
to promotion of technology transfers, development of business networks
and clusters;
• Information society, including local characteristic development, services
and applications, broadband networks, SME support and services in
order to adopt and eﬀectively apply the information communication
technologies;
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• Social infrastructure (education and health) where their lack constitutes
impediment to the regional development.
OPRD strategic objective is to promote the conditions for sustainable development of the Republic of Macedonia through the transport and environmental infrastructure not only for improved neighbouring communication but also
provision of life quality and economic development.
The Component is supported by EUR 40.5 mln. for the period 2007-2009.
The funds will be used for four priority axes: 2 large infrastructure projects (Corridor 10 Section Demir Kapija – Smokvica and Wastewater Treatment Plant in
Prilep); drafting projects in the part of the railroad (Feasibility Study for Railroad
Modernisation) and technical support for drafting projects.
Realisation of both projects is important not only from the aspect of utilisation of the funds in the IPA Financial Framework 2007 – 2009, but also as
a veriﬁcation of the Government capacity to realise big investment projects,
funded by IPA (for 2010 only, EUR 30 mln. are envisaged for investment) as well
as by other donors and international ﬁnancial institutions.
Pursuant to article 8 (4) (c) of the IPA Implementing Regulation 718/2007, as
well as pursuant to article 31 and Annex 7 of the Financing Agreement signed
between the Government of the Republic of Macedonia and the European
Commission concerning the Multi-annual Operational Programme for Regional
Development, within three months after signing the Financing Agreement,
the NAO/NF has submitted request for pre-ﬁnancing to DG Regional Policy
of the European Commission on September 25th, 2009. According to the request for pre-ﬁnancing, an amount of 30 % of the EU ﬁnancial allocations for
the ﬁrst three years of the Operational Programme for Rural Development (in
the amount of EUR 12.150.000) has been transferred to the foreign exchange
account in the NBRM.
The biggest part of the funds under the OPRD (2007-2009) is allocated for
the implementation of the two Major projects that are part of the Operational
Programme: Completion of Corridor X Project and Waste Water Treatment
Plant Project in Prilep.
After the Appraisal Mission conducted by the European Commission in
February 2010, the revised IPA Application for Corridor X Project was oﬃcially
submitted to EC on November 2nd. The Ministry of Finance has requested increase of the EIB loan up to 75% of the total Project’s cost due to the fact
that the Republic of Greece has suspended its bilateral contribution to the
ﬁnancing of Corridor X. Regarding the Environmental Impact Assessment, as
recommended by EC, three additional public consultations were held and all
remarks and comments on the EIA were taken into consideration. Due to the
increased amount for implementation of Corridor X Project than the amount
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presented in the revised version of IPA Application, at the moment national
authorities are in the phase of inter-ministerial consultation for selection of the
most sustainable technical solution and closure of the ﬁnancial construction
of the Project. Launching the tendering procedure is conditioned with the
approval of the IPA Application and closure of the ﬁnancial construction of the
Project. According to the deﬁned timetable for the project implementation, the
tendering procedure shall commence in October/ November 2010.
In relation to the second Major Project to be ﬁnanced under Priority Axis
3, Measure 3.1, the revised IPA application for Waste Water Treatment Plant
in Prilep was oﬃcially submitted to EC on September 4th, 2009. The tendering
procedure for the Project is expected to start in the second half of 2010. The
implementation of Technical Assistance, funded under TAIB 2007, for preparation of the investment project is ongoing. The process of ﬁnalising the lend
expropriation, as precondition for approval of the IPA Application for the
Project has been completed.
During 2009, besides the preparation of the DIS structures for conferring
the management power, the Operating Structure for Regional Development
was also deﬁning the operations, other then major projects, which are going to
be ﬁnanced under the OPRD. According to the Procurement Plan for Regional
Development Component, the Operating Structure is in the phase of implementation of the tendering procedures.
In respect to this, the Government of the Republic of Macedonia, on the basis
of selection criteria, selected the East and Northeast Region, to be ﬁnanced
under Measure 3.2, for preparation of necessary technical documentation for
establishing of integrated and ﬁnancially self-sustainable waste management
systems. In the transport sector the operations will be focused on the railway
sector for preparation of necessary technical documentation for the railway
sections along Corridor X and Corridor Xd and reconstruction for the railway
station – Skopje.
The Operating Structure is currently preparing the tender documentation
and launching the tendering procedures for the operations to be funded under
the Priority Axis 4 - Technical Assistance that should support the Operating
Structure in the OPRD implementation. Part of the activities will support the
process of strengthening the capacities of the Operating Structure, especially
by a training programme that will include topics related to the basic principles
of the EU Regional and Cohesion Policy and the implementation of the Cohesion and Structural Funds, as well as speciﬁc issues for proper preparation of
projects in terms of the EU requirements for environmental assessment and
Cost Beneﬁt Analysis. A Technical Assistance that should support the national
authorities in further development of a sustainable pipeline of projects in the
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ﬁeld of transport and environment is also planned to be implemented. The
preparation of sustainable pipeline of projects in the ﬁeld of transport and
environment would contribute to facilitating the process of programming of
operations for the next programming periods and strengthening the absorption
capacity of the Operating Structure for Regional Development with regard to
spending the funds allocated under the IPA Component III.
The Strategic Coordinator for IPA Component III and IV in close consultations with the Operating Structure for Regional Development has prepared the
Proposal for Modiﬁcation of the Operational Programme for Regional Development 2007-2009 (“OPRD (2007-2009)”). The Strategic Coordinator continuously
supervised the work in order to examine the consistency of the modiﬁcation
request with the Strategic Coherence Framework.
The modiﬁcation was done by adding new ﬁnancial allocation for the calendar years 2010 (EUR 29,4 mln.) and 2011 (EUR 39,3 mln. ) within the existing
strategy and the priorities already deﬁned in the OPRD (2007-2009). The total
amount of funds on yearly basis, proposed as allocations for OPRD (2007-2011) is
consistent with the indicative ﬁnancial allocations under IPA Regional Development Component adopted in the last MIFF (2011-2013). The modiﬁcation took
into account the changes in the IPA Regulation regarding the IPA co-ﬁnancing
ratio for the projects ﬁnanced under IPA Component III.
There will be no major projects proposed with the modiﬁed Programme
except some minor changes in relation to the eligible actions for funding,
indicators and results in the OPRD (2007-2009). It has been decided that the
Regional Competitiveness shall be included as a new priority in the programming period 2012-2013.
Since there will be no major changes, the revised Operational Programme
shall be implemented trough the management and control structures that are
already established. The proposal for the operations to be ﬁnanced under the
revised OPRD is in full compliance with the Strategic Coherence Framework, as a
document that provides a frame of reference for the IPA Components III and IV.
With the modiﬁcation, the Operational Programme for Regional Development
will further support the implementation of Corridor X Project, and in addition
to that the support will be focus on rehabilitation and up-grading of existing
railways, and improving of its safety and accessibility of the passengers. In the
environment, the accent remains on environmental infrastructure, mainly on
preparatory work for future investment projects in the waste water collection
and treatment and waste management sectors.
On January 28th 2010, the request for modiﬁcation of OPRD (2010-2011) was
oﬃcially submitted to the European Commission by the Strategic Coordinator
and is envisaged to be approved by EC until mid 2010.
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After the Conferral of management powers for IPA Component III was granted
to the Republic of Macedonia, on November 26th, 2009 the First oﬃcial Sectoral
Monitoring Committee (SMC) for IPA Regional Development Component was
held and it was preceded by four provisional SMC meetings, held in the period
December 2007-June 2009.
On this meeting several important issues were discussed related to the
progress and the forthcoming activities to be undertaken by the national
authorities on implementation of the identiﬁed projects. Regarding the major
projects, Corridor X Project and Waste Water Treatment Plant Prilep Project, it
was stressed out the progress made in preparation of these two projects, prior
to the oﬃcial approval of the IPA Applications by the European Commission
that is expected to happen in ﬁrs half of 2010. Other identiﬁed projects were
also presented together with the status of each one of them. Among others, the
modiﬁcation of the Operational Programme for Regional Development 20072009 was discussed. It will cover new ﬁnancial allocations for the years 2010
and 2011 and new activities included in the existing priority axes/ measures
of the Operational Programme, respectively.

5. Component 4 – Human Resource Development
The Human Resource Development Component supports the candidate
countries’ policy development and the preparation for the implementing and
management of the Community Cohesion Policy, in particular in terms of their
preparation for the European Social Fund (ESF). It is in compliance with the
European Employment Strategy and with the revised Lisbon Strategy, taking
into consideration Community objectives in the ﬁelds of employment, social
inclusion, education and training, and gender equality.
The Component IV priorities for human resource development are in conformity with ESF Regulation for 2007-2013:
• Increasing the workers and enterprises’ adaptability, in particular, lifelong
learning, promotion of entrepreneurship and services for support in terms
of restructuring;
• Fostering the access to employment, unemployment prevention, in
particular by promoting institutions modernisation in the labour market,
implementation of active and preventive policies and activities relating
to women participation;
• Fostering social inclusion of people at disadvantage in employment and
combat against all forms of discrimination in the labour market;
• Fostering partnerships and establishing networks in the ﬁelds of employment and social inclusion;

98

• Extending and improving investments in human capital, in particular by
promoting reforms in education and training systems;
• Reinforcing the institutional capacity and eﬃciency of public administration and public services, social partners and relevant non-governmental
organisations in employment and social areas.
The priorities are also in conformity with the Lisbon Strategy objectives:
Accelerating economic growth, promotion of innovations and creation of new
and improved job positions.
Component 4 is focused on three priority areas: employment, education
and training, and social inclusion. The objective is to attract and retain as many
persons in employment relation as possible, to modernise the social welfare
system, to increase investments in the human capital in order to accomplish
higher growth, creation of improved job positions and to increase national
competitiveness on international level.
Priority axis and measures are as follows: Priority Axis 1: Employment: attracting and retaining as many persons in employment relation that is by Measure
1.1. Further development of the Employment Agency and promotion of the
employment conditions, Measure 1.2. Support to the implementation of the
Employment Strategy and NAP for Employment, Measure 1.3. Integration of
the young unemployed persons, women and longterm unemployed persons
in the labour market, Measure 1.4. Turning the informal economy into formal;
Priority Axis 2: Education and Science – investment in human capital through
enhanced education and skills by Measure 2.1. Modernising the educational
and training system, Measure 2.2. Enabling access to quality education for
ethnic communities and Measure 2.3. Developing adult education and lifelong
learning. Priority Axis 3: Social inclusion – promoting an inclusive labour market
by Measure 3.1. Fostering social inclusion of people and areas at disadvantage,
Measure 3.2. Integration of minorities and Measure 3.3. Empowering relevant
actors. Priority Axis 4: The technical assistance aiming at more successful realisation of the anticipated activities and accomplishments of the desired and
foreseen objectives, eﬃcient monitoring, evaluation, project management and
information dissemination. The assets to be used for technical assistance to all
institutions included in this process have already been programmed. Moreover,
this assistance is intended for training and preparation of national institutions
of Republic of Macedonia for more eﬃcient asset utilisation placed at disposal
to our country through the European Social Fund.
With the conferral of the management powers by the Commission Republic
of Macedonia is granted the opportunity to manage the IPA funds in the area
of employment, social inclusion, education and science and gender equality.
On November 26th, 2009, the Financing Agreement for the Operational
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Programme for Human Resources Development was signed between the
Government of the Republic of Macedonia and the European Commission
and entered into force.
Pursuant to the IPA Implementing Regulation 718/2007, as well as pursuant
to the Financing Agreement signed between the Government of the Republic
of Macedonia and the European Commission concerning the Multi-annual
Operational Programme for Human Resources Development, the NAO/NF
has submitted request for pre-ﬁnancing to DG Employment, Social Issues and
Equal Opportunities of the European Commission on December 7th, 2009. According to the request for pre-ﬁnancing, an amount of 30 % of the EU ﬁnancial
allocations for the ﬁrst three years of the Operational Programme for Human
Resources Development (in the amount of EUR 4.890 mln.) has been transferred
to the foreign exchange account in the NBRM.
In 2009 the Operating structure has undertaken numerous preparatory
activities for implementation of OPHRD 2007-2013, in order to enable the
start of the tendering procedures for OPRHD implementation as soon as the
Decision on conferral of management power was granted to the national
authority. Out of 15 planned operations in the OPHRD, 13 are agreed with the
European Commission.
So far, two twinning projects have been circulated to the Member States,
namely one referring to the technical assistance for the Operating Structure and
for the Ministry of Labor and Social Policy for supporting the National Employment Policy. At present, the Operating structure is focused on preparation of
the tender documentation for the projects to be implemented under OPHRD
in order to start with tendering procedures according to the procurement plan
for Component IV.
In that regard, the Contract Forecast and the Procurement Notice for the
Service Contract to be funded under Measure 1.1 – Further development of
the Employment Service Agency (ESA) and enhancement of the employment
conditions are published. Most of the tender documentation for the projects
funded under IPA Component IV have been submitted to the Delegation of
the European Union (DEU) for „ex-ante“ approval. At present, the Operating
Structure is revising the tender documentation according to the comments
provided by the DEU.
In regard to the revision of the OPHRD a Summary Outline for modiﬁcation
of the OPHRD (2007-2013) was prepared by the Operating Structure for Human Resources Development, elaborating the requested modiﬁcation of the
Programme. The proposed modiﬁcations refer to the eligible actions, within the
scope of the existing priorities/ measures under OPHRD, taking into consideration the new ﬁnancial allocation for the calendar years 2010 (EUR 8,4 mln.) and
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2011 (EUR 8,8 mln.) as well as minor changes of some indicators in the existing
priority axes/ measures.
The proposed activities for the next programming period will further support the activities related to improvement of the organization, operations and
services of the Employment Service Agency (ESA) and purchasing of adequate
equipment; supporting the Joint Inclusion Memorandum (JIM) and Joint Assessment Paper (JAP) processes; extending the coverage of the existing active
employment measures; developing of functional integrated system for monitoring and support of the work of Vocational Education Training (VET) schools;
developing manuals for mainstreaming inter-cultural education; establishment
of local level network linked with the Center for Adult Education for mapping
the local labor market needs with the educational opportunities; supporting
entrepreneurship among ethnic communities, etc.

6. Component 5 - Rural development
The objectives of the Rural Development Component are to improve market
eﬃciency and implementation of Community standards, to launch preparatory
actions for implementation of agri-environmental measures and local strategies
for rural development and to promote development of rural economies. The
Government of the Republic of Macedonia has initially deﬁned the following
sectors as priorities to be supported by IPA-RD: meat and milk, fruit and vegetables and grape and wine.
The Component addressees the following priority axes:
Priority Axis 1 – Promotion of competitiveness through restructuring and
introducing EU standards: Farm Investments and Investments in Processing and
Marketing;
Priority Axis 2 – Diversiﬁcation of economic activities in rural environments:
Rural diversiﬁcation Farm investment measure is intended for: Farm modernisation; Application of the EU standards (hygiene environment protection, animal
welfare).
Beneﬁciaries:
Individual farms, co-operatives farms, legal entities performing agricultural
activity which meet minimum national standards related to the activity they apply for and which present increased economic sustainability at the investment
closure. The support refers to investments in the area of vine production and
orchard, vegetable production and animal breeding for meat and milk production and processing. Investment in Processing and Marketing measure is
intended for: Elevating the level of competitiveness in and of the sector; Application of the EU standards; Focus on SMEs.
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The diversiﬁcation measure of economic activities in the rural environments
is open for individual farms, micro enterprises which meet minimum national
standards related to the activity they apply for and which present increased
economic sustainability at the investment closure. The support refers to investments in the area of rural tourism, small processing capacities on a farm
for traditional products, artisanship and services related to agriculture and
rural population.

6.1. Programming of IPARD
The third modiﬁcations of the IPARD Programme 2007-2013 are ongoing.
The Managing Authority (MA), in March 2010, has ﬁnalised the proposal for
modiﬁcation of the IPARD Programme and submitted it to Directorate-General
for Agricultural and Rural Development (DG Agri (G.4)).
The third modiﬁcation proposal includes:
• the delineation of the mountainous areas for utilizing the aid intensity
under measure 101 Investments in Agriculture Holdings as in accordance
with the Law on Agriculture and Rural Development (OG 49/2010) and
complementary List of Mountainous Areas;
• update of the IPARD Programme with new and/or amended national
relevant IPARD-related legislation concerning animal welfare, wine and
agriculture and rural development;
• update of the part on Technical Assistance (TA) measure (including adjustments of the code to 501 instead of 505 for uniﬁcation purposes) due to
the preparation for accreditation of the measure;
• adjustment of the amounts for assistance under Measure 101 in order to
take into consideration the eligibility requirements for compliance with
the Community standards related to raw milk production on the agriculture holding and
• adjustment of seven annexes of IPARD Programme due to new and/or
amended national legislation relevant for IPARD.
The process for preparation of the Operating Structure for further conferral
of management of new measures continues with focus on the preparation for
measure 505 Technical Assistance. The ﬁnal self-assessment report has been
prepared and ﬁndings have been identiﬁed accordingly. Open issue is the
assistance needed for compliance assessment of the measure. Even though
the assistance was requested under PPF component I, similar to the previous
assistance received for the Components I-IV, the assistance was rejected by the
Delegation of the EU. In April, a Technical Meeting took place in DG Agri, Brussels,
concerning modiﬁcations of the IPARD Programme. On that meeting it was agreed
to organize an advisory mission for preparation of conferral of management for
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the measure TA. For that purpose the NAO will send oﬃcial request to DG Agri
proposing the May 31st – June 1st 2010 for the advisory mission.
There is an ongoing process for preparation of the additional measures that
will be included in the IPARD Programme 2007-2013. According to the IPARD
Operational Structure, the measures that are planned for the short-term period
are: Vocational Training and Rural Infrastructure and for the long-term period:
LEADER, Agro-environmental measure and implementation of the activities
from the Local Rural Development Strategies. The preparation of the comprehensive roadmap will follow for every single measure accordingly.

6.2. Multi-Annual Financing Agreement 2007 – 2010 for
IPARD
The signing of the Multi-Annual Financing Agreement 2007 – 2010 for IPA
Component V for Rural Development between the European Commission
and Republic of Macedonia has been accomplished by regular procedure that
included: Preparation of Information for the Governmental session, Exchange
of Letters and Entry into force.
The related Governmental Session No. 123, was held on November 30th, 2009
and the following has been concluded: to adopt the Information on signing the
Multi-Annual Financing Agreement 2007 – 2010 (MFA); to accept the text on
the MFA 2007-2010; to authorise the Deputy Prime Minister for European Aﬀairs
and National IPA Coordinator (NIPAC) to sign on behalf of the Government the
MFA 2007-2010; and to obligate the Heads of the IPARD Operating structure, in
coordination with the NAO, to follow the implementation of the IPARD Programme and to inform NIPAC and the Government on a quarterly basis.
The regular procedure of Exchange of Letters between the European Commission and the Government of Republic of Macedonia has been accomplished
in the period December 2009 – February 2010. The Agreement has been signed
on February 19th, 2010 after all necessary internal formalities for conclusion of
the MFA 2007-2010 have been completed. The date of Entry into force of MFA
2007-2010 is April 12th, 2010. The Nota Verbale - letter of conclusion, from May
4th, 2010 – EC, is submitted to Republic of Macedonia and all the conditions are
considered as completed. The relevant structures, NAO and the National Fund
(NF), have sent the Pre-ﬁnancing Application on May 7th, 2010. In accordance
with the Article 40(1) of the Sectoral Agreement the pre-ﬁnancing payment
can be paid in two or more installments.
Maximum annual amounts of European Union contribution under the
rural development component of IPA for 2007-2010 (in euros) (budget line
050502)
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Year
Total IPARD

2007

2008

2009

2010

TOTAL
2007-2010

2,100,000

6,700,000

10,200,000

12,500,000

31,500,000

Source: Multi-Annual Financing Agreement 2007 – 2010 for IPARD, 19.02.2009

Maximum annual amounts of European Union contribution under the rural
development component of IPA for 2007-2013 (in euros).
Year
Total IPARD

2007

2008

2009

2010

2011

2012

2013

Total

2,1

6,7

10,2

12,5

16

19

12,5

31,5

Source: Multi-Annual Indicative Financial Framework 2011 -2013, 14.10.2009

The national contribution is planned as approximately 25% of the total
amount, or that is around EUR 22 mln. The allocations for year 2011, and further
(for 2012, 2013) will be realised as Annex to the MFA 2007-2010.
In compliance with IPA Implementation Regulation and signed Financing
Agreement, National Fund on May 7th, 2010 submitted request for pre-ﬁnancing
to European Commission, an amount of 30 % of the EU ﬁnancial allocations for
the ﬁrst three years of the Programme.

check of the received applications from the ﬁrst call for application. This is an
ongoing process while continues audit has been performed by the auditors
from the Audit Authority for the procedural performance and implementation
of the accreditation criteria in the IPARD Agency.
The next call for application is expected to be announced in the forthcoming
period and to overcome the identiﬁed gaps and shortcomings from the ﬁrst
call. For the second call for applications will be transferred the funds remaining
from the ﬁrst one and they will be added to the allocated funds for year 2010
(EUR 12,5 mln.).

Summary
The author of this paper at the beginning gives a short overview of the
goals of the IPA funds in general, and the implementation of its programs in
Republic of Macedonia.
Analyzing the separate components of the IPA program funds, the author
elaborates on all of the 5 programs, and gives an accurate and precise scanning
of the past, present and planned programs and their implementations so far, as
well as the future strategic steps that the Republic of Macedonia will undertake
in order to develop and straighten the IPA capacity funds and its optimal usage
by the relevant stockholders and institutions and their programs.

First call for applications
The ﬁrst call for applications was announced on December 23rd, 2009 and
was concluded on March 17th, 2010. With the closing date, there were 131 applications submitted to the IPARD Paying Agency in amount of EUR 18,5 mln.;
from which 57 for the measure 101 “Investments in agriculture holdings to
restructure and to upgrade to EU standard” in amount of 5 Mill euros, 41 for
the measure 103 “Investments in the processing and marketing of agricultural
and ﬁshery products to restructure these activities and to upgrade them to EU
standards” in amount of EUR 9,5 mln., and 33 for the measure 302 “Diversiﬁcation and development of rural economic activities” in amount of EUR 4 mln.
The amount for the ﬁrst announced call for applications is around EUR 24 mln.
(funds for the period 2007-2009).
The evaluation of the received applications is ongoing and the results are
expected at the latest on June 17th, 2010. The relevant sectors within the IPARD
Agency, in the course of April 2010, have proceeded towards administrative
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EU MEMBERSHIP – LESSONS
AFTER THE ACCESSION
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1. Introduction
The establishment of an eﬃcient coordination mechanism on EU aﬀairs
prior accession has been an important element of the Bulgarian strategy for
successful preparation for EU membership. In the framework of this mechanism,
the positions for the negotiation process and the monitoring of the accession
commitments of Bulgaria have been coordinated prior 2007.
After the accession date, the tasks of the coordination mechanism have
changed but the importance of its successful functioning remained. The new
tasks included the elaboration and consultation of the positions and instructions in relation to the Bulgarian participation in the EU decision-making
process as well as the drafting and consultation of the Bulgarian responses to
the European Commission oﬃcial letters that form part of the infringement
procedures for alleged non-transposition or non-appropriate application of
EU acquis.
In Republic of Bulgaria there are two separate coordination mechanisms
in terms of European Union aﬀairs. The ﬁrst one is the above-mentioned

109

mechanism that is responsible for the Bulgarian participation in the drafting
and conducting of European polices as well as for the fulﬁlment of the commitments of Bulgaria as an EU Member State. This mechanism will be subject
to the analysis of this paper. The second mechanism is for the coordination of
the absorption of EU Structural Funds, the Cohesion Fund as well as the other
EU ﬁnancial resources. This second mechanism shall be subject of a separate
analysis.
This paper is structured as follows. The ﬁrst part describes the main characteristics
of the Bulgarian EU coordination mechanism in relation to the Bulgarian participation in the EU decision-making process and policies. A comparison is made between
the periods prior and after EU accession. The second part explains the reporting
and monitoring procedures for EU aﬀairs in Bulgaria.The last part focuses on some
other issues in relation to EU aﬀairs in Bulgaria.

Graphic No. 1 - Coordination mechanism on EU Aﬀairs in Bulgaria
(prior accession)

2. Coordination mechanism on EU aﬀairs
As described above, the cooperation and consultation among the Bulgarian
institutions as well as the coordination mechanism on EU aﬀairs existed
prior EU accession. The diagram of the coordination mechanism prior EU accession and the correlations between the diﬀerent Bulgarian institutions are
illustrated in Graphic No.1. The main task of the coordination mechanism prior
EU accession was the conducting of the accession negotiations on behalf of
the Republic of Bulgaria and the elaboration of the Bulgarian positions in the
framework of these negotiations.
There were ﬁve levels on the vertical chain in relation to the internal decisionmaking process on EU aﬀairs. The most important one was the ﬁrst level of 33
working groups that prepared the ﬁrst drafts of the Bulgarian negotiation positions. This was also the level where the draft national legislation transposing the
EU requirements was elaborated and consulted. These horizontal interministerial
working groups were set on expert level and were composed from representatives of diﬀerent Bulgarian ministries and agencies. They were established in
accordance with the structure of the 30 negotiation chapters plus one group
for the fulﬁlment of the political and one group for the economic criteria.
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Graphic No. 1 - Coordination mechanism on EU Aﬀairs in Bulgaria
(after accession)
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The second level was the Coordinating Council. It was the interministerial
Council that was composed by all the Heads of the working groups. It was chaired
by the Chief Negotiator that was also the Minister for European Aﬀairs.
The third level was the Negotiating Team. It was composed mainly by the
Deputy Ministers responsible for EU aﬀairs plus the Directors of EU aﬀairs in
the Council of Ministers administration and the Ministry of Foreign Aﬀairs. It
was chaired again by the Chief Negotiator and approved the draft Bulgarian
negotiation positions on political level before submitting them to the Council
for European Integration and the Council of Ministers. The Chief Negotiator that
also played the role of Minister for European Aﬀairs had a very important role
on the overall coordination of all the Bulgarian actions and eﬀorts in relation
to the European Integration process.
The forth level was the above-mentioned Council for European Integration.
This is again an interministerial Council but this time on the level of responsible
Ministers in relation to the EU aﬀairs. This Council was composed by the majority
of the members of the Bulgarian Government that have direct responsibilities for
the integration of the country in major EU policies such as environment, transport,
energy, internal market, etc. Only some of the members of the Government were
not presented in this high-level Council such as the Minster of Defence and the
Minister for Youth and Sports. In case of need, these Ministers were also invited in
the meetings of the Council for European Integration. The Council was a consultative body. Therefore, the Bulgarian positions were submitted for ﬁnal approval
to the Council of Ministers. This Council for European Integration was chaired in
the beginning by the Bulgarian Prime Minister and at some period of time by a
Deputy Prime Minister responsible for the European Integration process.
The Council of Minister was the last ﬁfth level of the coordination mechanism
prior EU accession. It approved ﬁnally not only the Bulgarian positions that were
oﬃcially presented in the Intergovernmental Conference Bulgaria-EU but also
the great part of the secondary legislation that transposes the EU requirements.
The Council of Ministers also submitted to the National Assembly the Draft
Laws that were to achieve compliance with the EU acquis.
There were two coordination units on expert level in the Bulgarian administration. The ﬁrst one is the Department for Coordination of EU Aﬀairs and
International Financial Institutions in the Council of Ministers administration.
This is the unit that was responsible for the strict monitoring of the pre-accession commitments of Bulgaria and the internal reporting mechanism. This unit
was also the secretariat of the Council for European Integration.
The second coordinating body on national level was the Department
European Union in the Ministry of Foreign Aﬀairs. It was responsible for the
coordination of the work with the Bulgarian Mission in the European Union as
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well as with the Embassies of the EU Member States in Soﬁa and the Bulgarian
Embassies in the EU Member States capitals.
Both coordination units supervised on expert level the elaboration and
consultation of the Bulgarian negotiation positions. On the other hand, they
divided their work as the Council of Ministers administration Department was
responsible for the internal coordination among the line ministries and the
Ministry of Foreign Aﬀairs Department for the external coordination. The Department in the Council of Ministers administration acted also as a mediator
and arbitrator in cases of disputes among the line Ministries.
The Bulgarian Mission in the European Union was based in Brussels. It was
responsible for all the oﬃcial correspondence between the European institutions and the Bulgarian Government. It was composed mainly by diplomats
from the Ministry of Foreign Aﬀairs. Gradually, the line Ministries also started
appointing sectoral diplomats that were responsible for the sectoral policies.
The coordination mechanism on EU aﬀairs continued to exist also after
EU accession. But its main tasks and responsibilities have changed. The coordination mechanism after EU accession is presented in Graphic No. 2.
The main task of the EU coordination mechanism after accession has been
the elaboration, consultation and adoption of the Bulgarian positions in the
framework of the EU decision making process and formulating the EU policies.
The second main task of the mechanism after accession is the elaboration of
the Bulgarian responses to the European Commission oﬃcial letters in relation
to the infringement procedures that monitor the fulﬁlment of the Bulgarian
commitments as an EU Member State.
Since 1 January 2007 the Republic of Bulgaria has been provided with the
opportunity to actively participate in formulating the new and amending the
existing EU policies. This means in practice that Bulgaria has voting power
in the EU decision-making process converting from an EU “policy taker” into
an active “policy maker”. Bulgaria presents its national positions at the various
stages of discussing each legislative act of the Union, thus exerting inﬂuence
over the adoption of the ﬁnal text.
The amendments to the Bulgarian EU aﬀairs coordination mechanism after
accession have been evolutionary and not revolutionary. These amendments
have been based on the good results and practice prior EU accession. One of
the main elements of the mechanism that remained after EU accession is the
division of the responsibilities among the two coordinating units. The one that is
responsible for the internal coordination and the role as a mediator and arbitrator is still played by the Department in the Council of Ministers administration.
The second one in the Ministry of Foreign Aﬀairs continued to be responsible
for the external diplomatic coordination.
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Another important element of the mechanism that has been preserved are
the interministerial working groups that perform the tasks on expert level. They
continued to be responsible for the elaboration of Bulgarian positions but this
time for the participation of the country in the EU decision-making process
and for the answers in relation to the infringement positions. They preserved
also their role to draft the national legislation or to provide comments for its
compliance with the new EU requirements.
However, there have been many changes in the design of the EU aﬀairs
coordination mechanism. Some of the most important are:
• Simpliﬁcation of the coordination mechanism. In comparison to the mechanism prior EU accession, the coordination mechanism after accession has
only three levels on vertical chain. The ﬁrst one is still the expert working
groups. The second one is the Council for European Aﬀairs. It has merged
the Coordination Council and the Negotiating team. It is composed by
the Head of Working Groups and the Deputy Ministers that are responsible for EU aﬀairs. This Council has been chaired in the beginning by
the Minister for European Aﬀairs and currently is chaired by a Deputy
Minister for Foreign Aﬀairs as in the new Bulgarian Government there
is no longer a Minister for European Aﬀairs. The consultative ministerial
level of Council for European Integration has been abolished. The third
and most important political level of Council of Ministers has remained.
• Decentralisation of the internal national decision taking process. In contrast
with the period prior EU accession, after the EU membership the majority
of the decisions are taken on working group level or on the level of the
Council for European Aﬀairs. The Council for European Aﬀairs takes decisions only in cases where there is a need of political commitment or where
the issue is of important horizontal nature. The Council of Ministers takes
decision only in exceptional cases where the decision shall be taken on
the highest political level. Only the positions for the participation of the
Bulgarian Ministers in the diﬀerent formats of the Council of the European
Union and the Bulgarian positions before the Court of the European Union
remain for approval by the Council of Ministers of Bulgaria.
• Specialisation of the interministerial working groups. As already stated, these
working groups have been preserved but they are currently not structured
along the previous negotiation chapters but along the European policies.
Certainly, many of the working groups preserved their portfolio such
as working groups “free movement of goods”, “energy”, “environment”,
“telecommunications”, “consumer protection” and others. Some working
groups have been abolished as the two working groups on political and
economic criteria on EU accession. Some working groups have been
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merged but others have been established for the ﬁrst time such as working groups “Court of the European Union”, “enlargement” and “health”.
• Distribution of responsibilities among the line Ministries. After EU accession,
there has been a need to distribute the new EU dossiers or European
Commission proposals for the elaboration of the Bulgarian positions in
the framework of the EU decision-making process. There is also a need to
distribute the responsibilities for the transposition of the new EU Directives and for the direct application of the new EU Regulations.
• The establishment of the Permanent Representation of Bulgarian in the
European Union. The Permanent Representation has been established in
the place of the Bulgarian Mission in the European Union that ceased to
exist. The Permanent Representation is also responsible for the oﬃcial
correspondence between the European and Bulgarian institutions and is
composed by diplomats from the Ministry for Foreign Aﬀairs and the line
Ministries. The number of diplomats from the line Ministries has increased
after EU accession.
The coordination mechanism in Bulgaria after EU accession preserved also
some of the good principles that have been developed prior EU accession.
One of these principles is the eﬀective dissemination of information to all the
responsible institutions and the appropriate consultation of the positions
with all the important stakeholders, including the representatives from the
non-governmental sector.
Another important element of the coordination mechanism is the organisation of regular meetings of the interministerial working groups and Councils.
The Council for European Aﬀairs already meets every week to discuss the actual
positions and issues that need decisions.
An important characteristic of the coordination mechanism is the eﬀective
internal reporting and monitoring of the fulﬁlment of the EU membership
commitments.

3. Reporting and Monitoring Procedures for EU Aﬀairs in
Bulgaria
The monitoring of the fulﬁlment of the membership commitments on EU
level is executed by the European Commission. As guardian of the EU Treaties
and an independent institution, the European Commission supervises that all
the Directives are timely and correctly transposed as well as that all Regulations,
Decisions and other EU requirements are properly implemented.
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In practice, the European Commission executes the external monitoring. It
is very important for every EU Member State, including Bulgaria, to establish
proper and eﬃcient internal coordination for the timely accomplishment of all
the membership commitments. This part describes the main characteristics
of this internal reporting and monitoring mechanism in Bulgaria that form an
integral part of the whole EU coordination mechanism.
The internal monitoring by the national institutions is in general much
more important than the external monitoring by the European Commission.
It is the “home work” of the national authorities. If this homework is properly
done, there shall be no many and major critics and recommendations from
the European Commission.
The reporting and monitoring mechanism in Bulgaria both prior and after
accession is done through the adoption by the Council of Ministers of annual
Action Plans in relation to the EU aﬀairs. These Action Plans divide the responsibilities among the diﬀerent interministerial working groups and national
institutions. They contain as a rule the following type of measures:
• Draft Laws that shall be adopted by the Council of Ministers and sent for
ﬁnal approval to the Parliament. These Draft Laws are related to the need
of transposing new EU Directives or to rectify non-proper transposition
or non eﬀective application of other EU rules.
• Draft secondary national legislation that shall be adopted by the Council
of Ministers. This is usually in the form of Council of Ministers Decrees or
Ordinances.
• Draft secondary national legislation that shall be adopted by the relevant
Minister, or Chairperson of Agency, or Board of an Independent institution
such as the Commission of Protection of Competition, the Bulgarian National Bank or the Financial Supervision Commission.
• Measures for institution building or strengthening of the administrative
capacity in relation to the adoption and implementation of EU requirements.
• Open issues that shall be resolved on horizontal or political level during
the respective year.
The Annual Action Plans have been seriously modiﬁed during the years.
As is presented in Table 1, the format of the Action Plan in the period 20002005 has been much more simpliﬁed. Only the name of the measure shall be
stipulated, together with the responsible institution and the ﬁnal deadline
for adoption and implementation. The ﬁnal part is for comments and shall be
ﬁlled only after the adoption of the Action Plan, during the monthly reporting
by the working group.
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Table 1: Format of the Action Plan in the period 2000-2005
Final
Responsible institution deadline
Law on Amendment to the Law Ministry of Economy,
28.02.2002
on Public Procurement
National Assembly
Act

Comments

Law on Amendment to the Law Ministry of Transport, Na- 28.02.2002
on Road Traﬃc
tional Assembly
Law on Measurements

Ministry of Economy, Na- 31.03.2002
tional Assembly

Law on Amendment to the Law Ministry of Economy, Na- 30.04.2002
on Technical Requirements to tional Assembly
Products

However, during the ﬁrst years in the European Integration process, this
format of the annual Action Plans proved not to be the most appropriate one.
Therefore, the format has been signiﬁcantly changed after 2005. This new format has been preserved even after EU accession. The main modiﬁcation of this
new format is the stipulation of the intermediary deadlines for elaboration and
consultation of the respective measure or act and not only the ﬁnal deadline.
This modiﬁcation provides greater opportunities for reporting and monitoring
of the accomplishment of the relevant measures and not to leave every action
for the very last moment. The second major modiﬁcation is that this new format
obliges the Ministries to illustrate the relevant CELEX numbers of the EU acts
as well as the concrete commitments, recommendations or new EU Directives
and Regulations that shall be transposed or directly applied.
After the adoption of each annual Action Plan at the beginning of the respective year, the following reporting tools are available for the strict monitoring
of the accomplishment of the measures:
• Monthly reporting by the working groups to the Department on EU aﬀairs
in the Council of Ministers administration.
• The Department on EU aﬀairs in the Council of Ministers administration
elaborates a common report for the non-accomplished measures until the
5th day of the subsequent month.
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Text of Peer
review report

or

Text of European Commission Report

* Only for Draft Laws adopted by the Council of Ministers and sent for ﬁnal approval to the Parliament. These dates are indicative for the Parliament but they reﬂect the transposition
deadlines for Bulgaria as an EU Member State.

-Law
-Ordinance
-Council of
Ministers
Decree-Administrative
measure
Coordinating
measure

or

Text of Negotiating Position

or

20.12.2007 31985L0611 New EU Directive or new EU
Regulation

Information
for the fulﬁllment of the
measure
Date
Commitment/
Fulﬁlled and No
Recommendation Yes/No of CoM
decision
CELEX
Deadline
for
Parliament*
Name of the
measure

Elaboration
of document and
Date for
Responsible
Date for
Date for CoM
WG transposition table
proposal to
institution
consultation
consideration
CoM
from - to
МF
3 15.05.200701.07.2007 26.07.2007 04.08.2007
30.06.2007

Table 2. Format of the Action Plan after 2005 (including after the EU accession)
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• The common report is sent by an oﬃcial letter by the Minister for European
Aﬀairs to all the relevant Ministers or Heads of Agencies and independent
institutions that have non-accomplished measures for the respective
period. This practice is less frequently used in the recent months, but
when necessary the EU Aﬀairs Department in the Council of Ministers
administration sends oﬃcial letters to institutions with more or important
non-accomplished measures in accordance with the deadlines set in the
annual Action Plans.
• Every month the report on non-accomplished measures is discussed
during one of the regular weekly meetings of the Council for European
Aﬀairs.
• The report on the non-accomplished measures is discussed once in every
three months during a Council of Ministers meeting.
• In some cases, the report on the non-accomplished measures is discussed
during the regular meeting of the Chief Secretaries or the Heads of political
Cabinets of the line Ministries.
It is important to stress that regular reporting requirements keep pressure
on working groups and line Ministries for the accomplishment of their measures. In addition, at least half of the measures are not fulﬁlled on time because
of non-proper coordination among several institutions that are responsible
for one single action. The regular reporting and monitoring improve also the
cooperation among these institutions.
The regular reporting and monitoring of the membership commitments
of Bulgaria achieved very positive results. Bulgaria has been the ﬁrst ever EU
Member State to achieve in 2008 a track record of 0% transposition deﬁcit for
the Directives that are included in the Internal Market Scoreboard. That means
than for that deadline all the Internal Market Directives have been transposed by
Bulgaria on time. The Republic of Bulgaria is also very often ranked between the
ﬁrst and ﬁfth place among the 27 EU Member States for the timely transposition
of all the EU Directives that are adopted by the European institutions.
The reporting and monitoring mechanism is only one important part that
shall be mentioned in relation to the coordination of EU aﬀairs in Bulgaria.
Some other important issues are described in the next section.

4. Other issues in relation to the Coordination of EU aﬀairs
A very important element of the EU aﬀairs coordination mechanism is the
elaboration of the framework positions, instructions and positions for the
Bulgarian participation in the EU decision-making process.
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The framework positions are approved in the beginning of the decisionmaking process. Usually, a framework position shall be drafted and approved
within 4 weeks after the distribution of the dossiers among the interministerial working groups. The distribution of dossiers is done every 2 weeks by the
Council for European Aﬀairs. That means that not later than 6 weeks after a
proposal is submitted by the European Commission to the Council of the EU
and the European Parliament, there shall already be a Bulgarian framework position for every single issue that is discussed on EU level. The framework position
contains not only the Bulgarian position on that issue but also the responsible
people that have elaborated and approved that position together with the
necessary coordinates. The framework position contains also information for
the positions of the other EU Member States as well as an impact assessment in
relation to eventual amendments of the Bulgarian legislation if the respective
EU act is approved. The framework position shall also contain an economic and
budgetary impact assessment. The framework positions describe only the main
points of the Bulgarian position. If there is a need, this framework position may
be amended during the discussion of the respective dossier.
In contrast to the framework position that usually is approved only in the
beginning of the EU decision-making process of a speciﬁc issue, the instructions
shall be approved for every single meeting of the Council of the EU working
group meeting or for the discussion of the dossier in the Committee of Permanent Representatives meeting in Brussels. The instructions have no speciﬁc
format and they may be even an electronic message from the capital to the
Bulgarian Permanent Representation.
The Bulgarian coordination mechanism approves also positions. There are
two types of documents in the form of positions. The ﬁrst are positions that are
approved by the Council of Ministers and are used for the participation of the
Bulgarian Ministers during the Council of the EU meetings. The second type
of positions is approved again by the Council of Ministers and are used in the
proceeding before the Court of the European Union.
An important element of the Bulgarian coordination mechanism is still the
building of the necessary administrative capacity to adopt and implement the
EU acquis. An additional challenge is the fact that many experienced experts
with a very good knowledge on the EU aﬀairs issues have already moved to
work in the European institutions in Brussels.
An important challenge is also the effective participation of the nongovernmental sector in the process of elaboration and discussion of the
Bulgarian positions in relation to the participation of the country in the EU
decision-making process. There shall be more proactive approach from both
the administration and the non-governmental sector. The non-governmental
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sector shall also improve its administrative capacity for dealing with EU
affairs.
Last but not least, there shall be a good and eﬀective communication
campaign that shall communicate to the citizens and companies not only
the results of the Bulgarian participation in the EU decision-making process
but also the main costs and beneﬁts from the Bulgarian membership in the
European Union.

5. Conclusion
There is a need of eﬃcient and well functioning coordination mechanism
on EU aﬀairs prior and after EU accession. Bulgaria has also established such
mechanism that has experienced some amendments and changes after EU
accession in order to reﬂect the new reality for Bulgaria being already an EU
Member State. The amendments of the coordination mechanism after the
accession have been built on the good experience and practices prior EU accession but also on the new needs after the EU membership.
After EU accession the main tasks of the Bulgarian EU aﬀairs coordination
mechanism are the elaboration and consultation of the Bulgarian positions
for the participation in the EU decision-making process as well as the elaboration and discussion of the Bulgarian answers to the European Commission
infringement letters. The Bulgarian coordination mechanism, together with its
reporting and monitoring procedures, has achieved very good results in terms
of timely and proper transposition of the EU rules.
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Structural Funds. (Almost) a Success Story
Irina Dancheva
Irina Dancheva is a consultant with Schuman Associates in
Soﬁa. Her main focus is EU funding, especially in the areas of
Information Technology, Environment and Transport. She is
committed to helping clients identifying business opportunities
under the EU Structural Funds and pre-accession programes.
Before joining Schuman Mrs. Dancheva worked on an international project intended for the establishment of a traﬃc
management system in Soﬁa as a project coordinator. She also
worked in the consulting sector in Bulgaria for companies dealing with the small
and medium business. For a certain period Mrs. Dancheva was involved as an intern with a Geneva based NGO “Comprehensive Dialogue Among Civilization” and
was conducting research concerning the diﬀerent dimensions of dialogue among
cultures and civilizations, non-violence, ethnic and religious tolerance.
She is a holder of a Masters Degree in International relations from the University
of Soﬁa and of a DEA degree in International history and politics from the Graduate Institute of International Relations in Geneva. She speaks Bulgarian, English,
French and some Spanish.

The European Union comprises 27 Member States which form a community
and internal market of 493 million citizens. At the same time, however, the
economic and social disparities among these countries and their 268 regions
are great. One region out of four has a GDP (Gross Domestic Product) per inhabitant under 75% of the average of the European Union of 27.
The highest concentration ever of resources on the poorest Member States
and regions, the inclusion of all regions, and a shift in priorities set to boost
growth, jobs and innovation – these are in a nutshell the major challenges of
EU Cohesion Policy during the current period. In the EU of 27 Member States,
one in three EU citizens - 170 million in total – is living in the poorest regions
which receive assistance under the “Convergence” objective. Economic and social disparities have signiﬁcantly deepened with recent enlargements. In terms
of per capita income, Luxembourg is now seven times richer than Romania.
At the regional level, the diﬀerence is even bigger: the richest region is Inner
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London with 290% of the EU-27’s per capita income, while the poorest region
is North-East in Romania with 23% of the EU average.
The European Council agreed in December 2005 on the budget for the 20072013 period and allocated EUR 348 bln. on Structural and Cohesion Funds of
which 81.5% are planned to be spent in the “Convergence” regions. Based on
simpliﬁed procedures, nearly all of the 436 programmes covering all EU regions
and Member States were agreed before the end of 2007.

Structural funds – Why are they important?
As Structural funds are to a large extent focused on lower GDP countries and
at the same time SF support an integrated approach to development, this is
the ﬁnancial instrument meant to increase growth and expansion simultaneously in a number of areas – infrastructure, education, health, social inclusion,
human resources, innovation, environment, etc. The SF comprise the European
Regional Development Fund (ERDF) and the European Social Fund (ESF). Taken
together both funds provide ﬁnancial support to a number of areas and fund
projects and initiatives contributing to economic growth and sustainable
development for the poorer EU countries and regions. The ERDF supports
increase of economic competitiveness, innovation and R&D, environment and
risk prevention, accessibility, transport, health and education infrastructure, etc.
and the ESF is mainly a “soft measures” instrument supporting social inclusion,
access to education, training and employment for disadvantaged social groups,
decrease of national, regional and local employment disparities, gender equality, increasing human resources quality. To complement all this investment the
Cohesion fund is funding all sorts of transport infrastructure (rail, road, sea, air),
environmental infrastructure (water, waste water, waste), energy eﬃciency and
renewable energy. The Cohesion fund budget for 2007-2013 is EUR 70 bln.
Thus, in a nutshell, the Structural and the Cohesion funds are planned as
the most appropriate ﬁnancial instrument to boost growth and bridge the gap
between wealthier and poorer members of the EU. But in reality, the successful absorption of the ﬁnance provided by SF and Cohesion Fund is one of the
major challenges for new members of the Union. Except for being a ﬁnancial
instrument that is constantly adapting to dynamic and diﬃcult environment
– economic fall downs, the biggest expansion of the Union ever etc., the Structural Funds are also all about being proactive and the absorption percentage is
interdependent of many diﬀerent factors – in-country administrations, business
and other social, economic and public entities capacity to create and manage
successful projects. The role of central and regional public administrations in
this process is of crucial importance as they are supposed to be the core project
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drivers both in terms of managing diﬀerent funding programmes and as beneﬁciaries of ﬁnancial support for state and municipal administrative structures.
In this context, the experience in project designing and implementation that
both administrations and potential beneﬁciaries are meant to generate during
the pre-accession phase is key to the successful assimilation of Structural Funds
after the membership is a fact.

Cross-border cooperation involves single budget, with funding from ERDF and
IPA to be spent on both sides of the border under one set of rules and single
management structures which means shared management and control system.
The shared single management and budget except for fostering partnership
and helping countries to reduce isolation is an approach for adapting to Structural Funds rules and last but not least, to prepare the candidate countries for
participation in the new major regional initiatives within the EU, such as the
Danubian strategy which is currently under preparation.

IPA transition to Structural Funds
Since 2007 the ﬁnancial support for the candidate and potential candidate
countries is distributed under the so called Instrument for Pre-Accession (IPA),
a new-generation funding tool that replaced PHARE, ISPA and SAPARD. IPA
provides support to two groups of beneﬁciaries: candidate countries (Croatia,
FYROM, Turkey) and potential candidate countries (BiH, KOS, ALB, MON, SER).
Apart from delivering most ﬁnancial support than any other third countries,
IPA is an instrument supposed to secure alignment to EU legislation and institutions for the candidate and potential candidate countries, to support the transition from centralised funds programming to partnership and decentralised
funds management and to capitalise on the technical assistance experience
while working in Structural funds environment (for the candidate countries).
IPA comprises ﬁve components – I. Transition assistance and Institution
building (ex- PHARE), II. Cross-border cooperation (ex-CBC), III. Regional development (ex-ISPA), IV. Human Resources Development, V. Rural Development
(ex-SAPARD).
The ﬁrst two components are eligible for all countries while components III,
IV and V are relevant only to the candidate countries (currently Croatia, FYROM
and Turkey).
Component I. Transition assistance and Institution building supports diﬀerent aspects such as reform in the ﬁeld of justice and home aﬀairs ( e.g. reform
of the legal system, the police, the prosecution, the judiciary, the penitentiary
systems); reform of the customs and border control system, organised crime,
terrorism and illegal migration and establishing information systems linked
to these areas; modernisation of the regulatory framework; establishment or
reinforcement of ﬁnancial control systems; modernizing key sectors of the
economy and the environmental policy.
Component II. Cross-border cooperation apart from being a driver for stability
and collaboration on the Balkans secures the participation of candidate/potential candidate countries in the Structural Funds transnational and interregional programmes, and in ENPI Sea basins programmes, where appropriate.
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The Assistance under IPA Components III, IV and V is intended for candidate countries only and is a new generation pre-accession tool to prepare
for participation in the Community’s cohesion as well as agriculture and rural
development policies after the accession. Under Component III. Regional Development, Component IV. Human Resources Development and Component V.
Rural Development the candidate countries are supposed to draft Operational
Programmes setting the framework for funding diﬀerent aspects of the abovementioned areas. The Operational Programmes are multi-annual documents
formulated by the relevant operating structures in the relevant ministries. For
example, under Component III several Operational Programmes could be

125

drafted such as OP “Transport”, OP “Environment”, OP “Regional Competitiveness/Development”. OP “Transport” is designed and later managed by Ministry
of Transport, OP ”Environment” by Ministry of Environment, etc. Thus, the opportunity for public administration units in the candidate countries to draft and
manage OPs during the pre-accession phase is the mechanism provided by
IPA for supporting transition from centralised funds programming to partnership and decentralised funds management. Under IPA components III, IV and
V candidate countries are assigned to prepare for programming, implementation and management of Structural Funds money after accession. In terms
of planning, the responsible units in relevant ministries have the chance to
design the OPs on the basis of their consideration of where ﬁnancial support
is needed in diﬀerent sectors and more important, they have the chance to
verify during the pre-accession stage if their considerations and analyses were
correct. In terms of management of EU money, the possibility to implement
SF-like projects before the accession is invaluable for both administrations and
potential beneﬁciaries as project related tasks turn out to be a major challenge
after the membership. Last but not least, the process of collaboration between
the candidate countries and the EU administrations on the level of planning
and managing funding programmes during the pre-accession phase (e.g. the
EU has to approve the OPs drafted by local administrations) is fundamental for
testing and developing the future country member – EU Commission working
relationship which might be quite complex at times.
A conclusion could be drawn that successful preparation during the preaccession phase is key to successful absorption of SF money after accession.
To a large extent this is due to the fact that Structural Funds are not a panacea
but a ﬁnancial instrument constantly adapting to new realities within EU (latest expansions, economic crisis, particularities of local administrations) and to
new EU priorities and strategies.

The New European Union Towards 2020
Europe faces a moment of change. The economic crisis has wiped out years of
economic and social progress and showed structural ﬂaws in Europe’s economy.
Meanwhile, the world is facing short and long-term challenges – globalisation,
shortage of resources, ageing, climate change, malnutrition and poverty.
Europe can progress if it acts as a Union. Therefore, a uniﬁed strategy is
needed to help EU come out stronger from the crisis and turn it into a smart,
sustainable and inclusive economy delivering high levels of employment,
productivity and social cohesion.
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Europe 2020 puts forward three mutually reinforcing priorities:
• Smart growth: developing an economy based on knowledge and innovation;
• Sustainable growth: promoting a more resource eﬃcient, greener and
more competitive economy;
• Inclusive growth: fostering a high-employment economy delivering social
and territorial cohesion.
A wide range of actions at national, EU and international levels will be
necessary to back up these targets. The Commission is outlining seven main
initiatives that aim to ensure progress:
• “Innovation Union” to improve framework conditions and access to ﬁnance
for research and innovation so as to ensure that innovative ideas can be
turned into products and services that create growth and jobs;
• “Youth on the move” to enhance the performance of education systems
and to facilitate the entry of young people to the labour market;
• “A digital agenda for Europe” to speed up the roll-out of high-speed
internet and reap the beneﬁts of a digital single market for households
and ﬁrms;
• “Resource eﬃcient Europe” to help decouple economic growth from the
use of resources, support the shift towards a low carbon economy, increase
the use of renewable energy sources, modernize our transport sector and
promote energy eﬃciency;
• “An industrial policy for the globalisation era” to improve the business
environment, notably for SMEs, and to support the development of a
strong and sustainable industrial base able to compete globally;
• “An agenda for new skills and jobs” to modernize labour markets and
empower people by developing their skills throughout the lifecycle with
a view to increase labour participation and better match labour supply
and demand, including through labour mobility;
• “European platform against poverty” to ensure social and territorial cohesion such that the beneﬁts of growth and jobs are widely shared and
people experiencing poverty and social exclusion are enabled to live in
dignity and take an active part in society.
These seven priorities will commit both the EU and the Member States.
EU-level instruments, notably the single market, ﬁnancial levers and external
policy tools, will be fully engaged to reach the Europe 2020 goals.
Stronger economic governance will be required to deliver results. Europe 2020
will rely on two pillars: the thematic approach outlined above, combining priorities and headline targets; and country commitment, helping Member States to
develop their strategies to return to sustainable growth and public ﬁnances. In-
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tegrated guidelines will be adopted at EU level to cover the scope of EU priorities
and targets. Country-speciﬁc recommendations will be addressed to Member
States. Policy warnings could be issued in case of inadequate response.

Implementation
Working together for fulﬁlling the objectives is essential. In the interrelated
economies of the EU, growth and employment will only occur if all Member
States follow common goals, taking account of their speciﬁc circumstances. The
European Council should provide overall guidance for the strategy, on the basis
of Commission proposals built on one core principle: a clear EU value added.
In this respect, the role of the European Parliament is particularly important.
The contribution of stakeholders at national and regional level and of the social
partners needs also to be enhanced.

It will issue a yearly report on the delivery of the Europe 2020 strategy focusing on progress towards meeting the agreed headline targets, and assess
country reports and stability and convergence programmes. As part of this
process, the Commission will present policy recommendations or warnings,
make policy proposals to attain the objectives of the strategy and will present
a speciﬁc assessment of progress achieved within the euro-area. Currently the
European Commission is presided by José Manuel Durão Barroso.

European Parliament
The European Parliament should play an important role in the strategy, not
only in its capacity as co-legislator, but also as a driving force for mobilizing
citizens and their national parliaments. The Parliament could, for instance,
use the next meeting with national parliaments to discuss its contribution to
Europe 2020 and jointly communicate views to the Spring European Council.
President of the European Parliament currently is Jerzy Buzek.

Full ownership by the European Council
The European Council should steer the strategy as it is the body which ensures the integration of policies and manages the interdependence between
Member States and the EU. The European Council is currently presided by
Herman Van Rompuy.
Whilst keeping a horizontal watching brief on the implementation of the
Europe 2020, the European Council could focus on speciﬁc themes (e.g. research
and innovation, skills), providing guidance and the necessary impulses.
Council of the European Union (formerly Council of Ministers)
The respective council formations would work to implement the Europe 2020
programme and achieve the targets in the ﬁelds for which they are responsible.
As part of the ﬂagship initiatives, Member States will be invited to step up their
exchange of policy information of good practices within the various Council
formations. Currently, Secretary General of the council is Pierre de Boissieu.

National, regional and local authorities
All national, regional and local authorities should implement the partnership,
closely associating parliaments, as well as social partners and representatives
of civil society, contributing to the elaboration of national reform programmes
as well as to its implementation.
By establishing a permanent dialogue between various levels of government, the priorities of the Union are brought closer to citizens, strengthening
the ownership needed the delivery of the Europe 2020 strategy.
Sources and further reading: http://ec.europa.eu/eu2020/index_en.htm

European Commission
The European Commission will monitor annually the situation on the basis
of a set of indicators showing overall progress towards the objective of smart,
green and inclusive economy delivering high levels of employment, productivity and social cohesion.
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Norwayin the EU –A Special Relationship
AmbassadorToveSkarstein
H.E. Mrs. Tove Skarstein has been the Ambassador of the
Kingdom of Norway to Bulgaria since 2006.
In the period 2004 – 2006 she served at the Norwegian Ministry
of Foreign Aﬀairs as Ambassador on Traﬃcking issues/Senior
Adviser in the Section for OSCE, Council of Europe and CFSP
Aﬀairs. From 2003 to 2004 Mrs. Skarstein was a lecturer at the
Norwegian Defence College and a counsellor at the Norwegian
Delegation to NATO in Brussels from 2003 to 2000. Prior to this
appointment, from 1996 to 2000, she worked at the Department for Balkan Aﬀairs
at the Ministry of Foreign Aﬀairs as Senior Expert. Two years back Mrs. Skarstein
served as Deputy Director of the Norwegian Refugee Council in Oslo and Geneva.
From 1992 to 1994 Tove Skarstein was Programme director of NARV in cooperation
with UNHCR in Vietnam. In the period 1980 – 1992 she was Advisor, Head of Unit
and Deputy Director General in Immigration Department, Ministry of Labour and
Local Government, Oslo, Norway. Before this appointment Mrs. Skarstein was a
Senior Executive Oﬃcer at the Department of Training, Ministry of Administration
(1977 – 1979) and an Information Oﬃcer at State Loan Bank for Education, Oslo
from 1975 to 1977.
Her Excellency holds an MA degree from University of Oslo, Norway in Political Science, French, Spanish and English. In 2000 she received her Master of management
from Oslo School of Economics. Mrs. Skarstein speaks Norwegian, English, French,
Spanish and has some knowledge of German.

Facts & Figures
Population:
Area:
Life expectancy:
Fertility rate:
Monthly average pay
per month:
Biggest trading partner:

4,8 mill.
385 200 km2
Women - 83 and Men - 78
1,9 (4th in Europe)
Men – 7300 BGN and
Women – 7100 BGN (for all sectors)
EU (Nordic countries, Poland,
Germany, France and UK)
Main products: Oil, Gas, Electricity, Fish, Machinery
and Transport Equipment
According to UN assessment: The best country in the world to live in
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About Norway
• Among the founding fathers of NATO in 1949
• Member of OSCE, OECD, WTO, UN, the Council of Europe and regional bodies such as Nordic Council, Barents Sea Council, the Baltic Council etc.
Advocate of Human Rights, host country for the Nobel Peace Prize Committee and promoter of the Convention on Cluster Munitions
• Two referendums on EU membership,1972 and 1994
Partnership with EU through the EEA agreement of 1994

The European Economic Area (EEA)
• EU: 27 countries; 500 mill. Citizens
• EEA/ EFTA: 3 countries; 5 mill. Citizens

Economic Area Agreement of 1994
• Between EU and Norway, Iceland,
Liechtenstein
• Most committing international agreement Norway ever signed
• EEA agreement – regulates full participation in the internal market
• Extends the Single Market legislation to Norway, with the exception of
Agriculture and Fisheries
• Harmonization of legislation and requirements to goods and services to
ensure quality, consumers’ rights, health and safety
• Participation in various programs and activities
• EEA Financial Mechanism with a contribution of 1,3 billion NOK to the
new EU countries 2004-2009.

Close cooperation with the EU
• Member of Schengen -formal agreements with EUROPOL and EUROJUST
• Contributor to CSDP/ ESDP operations and participates in EU joint
actions
• Participates fully in various scientiﬁc and educational programs in the
framework of EU
• Contributes ﬁnancially to social and economic cohesion in the EU/ EEA. �
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• Close cooperation on ﬁshing regimes and quotas
• As non member in EU -access to euro zone is impossible
• Norway - as integrated in European policy and economy as any nonmember State can be.

The EEA Financial Mechanism EEA and Norway Grants 2004-2009
• Contributing to peace, stability and prosperity in Europe has been central
concern of Norwegian foreign policy for many years
• Norway has therefore supported the reduction of economic and social
disparities in Europe since the EEA was established in1994
• Our current ﬁnancial contribution to this goal is substantial; -almost 1.3
billion euro to 15 EU member states from 2004-2009.
• The EEA and Norway Grants also give an opportunity to strengthen political and economic ties between Norway and the beneﬁciary states
• Implemented in close co-operation between the beneﬁciary states and
the donor states Norway, Iceland and Liechtenstein

Distribution of grants by priority sector

Status in the implementation – January 2010
• More than 1200 development projects of high quality are supported
• Implemented by public authorities and institutions, research institutions,
organisations and businesses
• Project activities may run until April 2011
• High interest and high visibility. Reach important target groups
• Increased contact and co-operation; 20 percent of all projects have Norwegian partner + bilateral funds and programmes

Eﬀorts and achievements
• Environmental projects contribute to energy savings, reduced pollution to air and water,
environmental monitoring and
biodiversity
• Restoration and revitalisation
o f c u l t u ra l h e r i t a g e s i t e s
have boosted activities and
employment, made the heritage
available to the public and
increased the awareness
• The NGO-funds are very popular and reach important target
groups. A major source of funding
for civil society in the region. Focus on democracy, human rights,
social inclusion, environment and
capacity building
• Health and childcare projects
contribute to combating communicable diseases, increased cancer
diagnosis and treatment, children
with special needs, healthy lifestyle promotion and infrastructure investments
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• Academic research; Environment
and health are the main sectors.
Individual projects and dedicated
funds. Many of the supported
projects have a Nor wegian
partner
• Through funds and individual
projects ca. 2000 exchanges of
students, teachers, researchers
and professionals are
supported

Norway and Bulgaria
• Increased bilateral cooperation in economic area, culture and political
visits
• EEA grants and the Norwegian Cooperation program
• NGO-fond
• Scholarship-fond
• Nordic-Bulgarian Trade

EEA grants in Bulgaria 2007-2009
• Common goal of reducing social and economic disparities in the enlarged
European Economic Area.
• € 21.1 million for co-ﬁnancing of projects�
• 42 projects have been selected for funding
Distribution
by
priotity sector
Priority sectors:
•
•
•
•

Protection of the environment - € 4.1 mill.
Human resource development - € 3.1 mill.
Health and child care - € 4.6 mill.
Conservation of cultural heritage-€ 5mill

• NGO fund - € 2mill.
• Scholarship fund - € 600000.
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29%

24%

29%

18%

EEA project - Collaboration for Biodiversity Conservation and Sustainable Local Development
in Strandja Mountain in Bulgaria. Bulgarian Biodiversity Foundation
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Norway grants in Bulgaria 2007-2009
• Promotes economic growth and sustainable development in Bulgaria
• € 20 million for co-ﬁnancing of projects
• 22 partnership projects have been selected for funds
Priority sectors:
• Environment - € 6,4 mill.
• Energy eﬃciency and renewable energy
- € 5.3 mill.
• Sustainable production - € 4.6 mill.
• Implementation of Schengen acquis - €
1.2 mill.

Distribution
by priotity sector
26%

30%

7%

37%

Black Sea

Norway grants project: Setting up an educational farm for organic agriculture. Foundation for
Organic Agriculture BIOSELENA, Bulgaria with the partner Norges Vel, Norway

Norway Grants project: Environment Friendly Fire-Fighting in Bulgaria Thermax AS, Norway
and partner Inhom Ltd., Bulgaria
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Contributions for a new period 2009-2014
• In December 2009, the EEA/ EFTA states agreed with the EU on ﬁnancial
contributions for a new ﬁve year period from 2009-2014
• The strengthening of bilateral relations has now also been included as
one of the formal objective of the mechanisms
• Norway will provide EUR 347 million per year in ﬁve year period
• The total annual contribution from the EEA/ EFTA states is EUR 357.7
million

Priority sectors 2009-2014
• The scope of the grants schemes have a particular focus on the environment, climate change, renewable energy, CCS, social dialogue and civil
society
• Around a quarter of the funds are to be used for renewed eﬀorts to address environmental issues and climate change; at least UR 297 million to
address general environmental issues and climate change, and at least EUR
160 million to develop and promote carbon capture and storage (CCS)
• EUR 8 million is earmarked for a global fund to promote decent work and
tripartite dialogue in the beneﬁciary states
• The priority sectors also include health, research and higher education,
culture and the judiciary

CHAPTER IV:

THE PROCESS OF EU
INTEGRATION –
REGIONAL INITIATIVES

Setup and implementation 2009 - 2014
• When the new agreements have been formally signed, the donor states
will draw up the necessary provisions for the implementation, after consultations with the beneﬁciary states
• Negotiations with each Beneﬁciary State on country speciﬁc priorities will
then take place, and MOUs will be signed with each country
• Programmes will then be developed in the beneﬁciary countries, and
these are expected to be launched from 2011 and onwards
More information: www.eeagrants.org
Royal Norwegian Embassy
Platinum Business Centre, 26-30, Bacho Kiro Str.
Tel.: +359 2 981 11 06, e-mail: emb.soﬁa@mfa.no
www.norvegia.bg
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The Role of the Netherlands in the Process
of Fostering European Integration in the SEE Region
– the Case of the MATRA-programme
Andri van Mens
Andri van Mens was born in Reykjavik (Iceland) and grew up
in the Netherlands and Canada. He works in the Political Section
of the Embassy of the Netherlands in Soﬁa. Prior to his mandate
in Soﬁa, Mr. Van Mens worked at the Dutch Ministry of Foreign
Aﬀairs, where he co-ordinated Dutch policy in the framework of
the Council of Europe.
He is a graduate in Political Science from the University of Montreal (BA) and in International Relations from the University of
Amsterdam (MA). As a research assistant in the Political Science Department of
the University of Montreal and later an intern at the Bulgarian Ministry of Defence,
he has several publications in his name. Mr. Van Mens. Besides Dutch, he speaks
English, French and Bulgarian.

Dutch Policy in Southeastern Europe: Strict but Fair
Introduction
It is safe to say that the Netherlands has been and continues to be an important supporter of the post-communist transition in Eastern Europe, both after
the fall of the iron curtain and in the framework of the respective countries’
Euro-Atlantic integration. But especially when it comes to EU enlargement,
the Netherlands traditionally combines this support with a healthy dose of
conditionality in the sense that it insists on the eﬀective application of the
enlargement criteria prior to the candidate countries’ accession to the European Union. Dutch enlargement policy can in fact be characterised as “strict
but fair”. Strict, because the criteria are leading. Fair, because the Netherlands
developed the so-called MATRA-assistance programme in the early 1990s to
assist countries as much as possible in making the post-totalitarian transition
and meeting the criteria. To understand Dutch policy in the Southeastern
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European region, one has to look at Dutch enlargement policy in combination
with the implementation of the MATRA-programme.

Dutch enlargement policy: strict but consistent
There is a tendency to consider the Netherlands as increasingly Euro sceptical, especially since the negative referendum outcome on the European constitution in June 2005. However, polls show that the majority of people in the
Netherlands is still in favour of EU membership. In fact, one might not want to
explain the referendum of 2005 as Euro scepticism, but more as a reﬂection of
the growing unease about the direction of the EU integration, its increasing
impact on our daily lives and the rapid enlargement in recent years. As former
minister of European Aﬀairs Frans Timmermans liked to say when he was still
in oﬃce: “We tend to overlook that ‘old Europe’ has also gone through a fundamental post-1989 transition.” As a matter of fact, globalisation has had an
important impact on the orderly lives of Western Europeans as well.
Dutch EU policy, as formulated in the explanatory memorandum to the 2010
budget of the Ministry of Foreign Aﬀairs, therefore strives for “a Europe with
strong public support which concentrates on the issues where there is added
value and stays out of topics that member states can deal with more eﬀectively.”
The EU has the responsibility to do the things that the public expects from it. It is
not enough to say that the EU is important; it has to show it is, especially in the
ﬁelds that matter the most: economic recovery, freedom, security and justice,
climate change, energy supply security and environmental wellbeing and coherent foreign and security policy. In other words, “Europe has to do nationally
what can be done nationally and at EU level what must be done at EU level.”
But more importantly, the EU has an important responsibility to apply its own
rules to the fullest, including its own enlargement criteria, which should be “taken
seriously and applied strictly.” One can make a strong case that the EU is stronger
with its new member states and that EU enlargement has greatly expanded the
European area of stability, prosperity and the rule of law. But the Netherlands
has also learned from the most recent rounds of enlargement that this is only
sustainable if new members states can guarantee to the fullest the norms and
values that underlie the Union and its transparent functioning. That is why the
Netherlands has insisted on making explicit in the 2006 enlargement strategy
that membership can only be considered when a country is truly ready.
In other words, the Netherlands stands on the opinion that EU enlargement
can only occur if the Copenhagen criteria are met in terms of democracy and
rule of law. But it is not enough to have rule of law on paper only. It has to be
applied eﬀectively along the whole chain of law enforcement, from the con-
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trolling organs to police investigation and from prosecution to the judiciary.
The experience of Bulgaria’s ﬁrst years of EU membership shows that this is not
only important in itself, but also important in terms of socio-political cohesion
(crime should not go unpunished), trust in democratic institutions (nobody
should be above the law) and the economic growth of a country (secure investments and the eﬀective use of EU funds can drive development). Moreover, it is
important in terms of EU partnership. The recent crisis in the Euro zone shows
us once again that we depend on each other, and the same can be said about
the eﬀects of trans-border crime. We have to be able to trust each other; to be
sure that another country will do what is necessary to protect the citizens of
any of the other member states. What happens in Bulgaria, France, Denmark
or the Netherlands aﬀects all EU-citizens.

The MATRA-programme: ﬁrmness and solidarity go hand in hand
The last rounds of EU enlargement have taught us that post-communist
transition has been and still is a long, diﬃcult and courageous road, especially
when armed conﬂict is involved. It has also shown us that EU enlargement
policy has been one of the most successful policies to deal with precisely the
challenges that transition raises, especially when combined with strict adherence to the common European norms, values and acquis communautaire.
In hindsight, one might conclude that this is exactly the philosophy behind
the Dutch assistance programme MATRA, which stands for MAatschappelijk
TRAnsformatie or societal transformation.
From its inception in 1993, the MATRA-programme was designed to help along
the process of democratisation. But as countries moved closer to EU accession, it
became more apparent that democratisation was just the beginning: beyond the
process of democratisation there were tens of thousands of pages of so-called
European ’acquis communautaire’. From a programme meant to support civil
society and the process of burgeoning democratisation in Eastern Europe, MATRA
thus rapidly evolved into a ﬂexible and demand driven bilateral complement to the
EU pre-accession and neighbourhood policy with government-to-government
assistance through transfer of know-how in a very wide range of policy spheres:
from labour market policy to human rights, from good governance and rule of
law to environmental protection and from health care and education to media
and culture. The programme also included and still includes the possibility for
training in the Netherlands for specialists and young public functionaries.
Over the years, this very useful expansion of the programme also resulted
in a sometimes confusing range of diﬀerent sub instruments for the ﬁnancing of projects, bringing about a true proliferation of MATRA-terminology
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(MATRA-MPP, MATRA-MPAP, MATRA-ﬂex, MATRA-KAP, etc) and a considerable
expansion of the types of projects (long term NGO projects, durable government-to-government projects, ﬂexible, short-term assistance initiatives, small
projects ﬁnanced by embassies, etc.), each with their own management rules,
procedures and timeframes. Not only did the MATRA-programme as such develop and become more complex, but the transition process in Eastern Europe
also changed over the years: many countries joined the EU, other countries
emerged from armed conﬂict and those that did not join the EU nevertheless evolved since the start of the programme, facing new challenges now as
compared to 20 years ago.
All in all, there was enough food for thought for policy-makers in The Hague
to initiate an overhaul of the programme. Thus, in 2010 – after 20 years of
post-1989 transition – the Ministry of Foreign Aﬀairs launched a ‘modernised
MATRA’ to pay tribute to new insights into eﬃcient and eﬀective disbursement
of international assistance more generally, especially in times of unavoidable
budgetary restraints. But more importantly: to adapt the programme to the
changing nature of the transition process, to link it up with new developments
and priorities and to bring back focus and procedural ﬂexibility.
Thus, it was decided to reduce the amount of sub instruments to just one
single MATRA-instrument. The twinning-like requirement that each project
should not only involve a local organisation but also a Dutch organisation has
been relaxed, while the role of the Dutch embassies to evaluate the relevance and
sustainability of a given project proposal was enhanced. It was also decided to
introduce a thematic focus per country based on the needs assessment, instead
of opening up all policy ﬁelds for all countries.This thematic focus is furthermore
strengthened with a regional focus distinguishing EU (potential) candidate
countries (Western Balkans and Turkey) from Eastern Partnership countries
and Russia. Overall, one can say that the focus in the EU (potential) candidate
countries is on justice and home aﬀairs reforms because experience shows that
this is major challenge in the last stages of the EU accession process.

Conclusion
In conclusion, one can say that the Dutch role in fostering the process of
European integration in Southeastern Europe is “strict but fair”. Strict because
EU accession is not seen as a goal in itself, but as the logical result of the successful and sustainable completion of very fundamental reforms based on the
common values and norms of the European Union. Fair because the MATRAprogramme ensures targeted assistance to achieve this objective in a way that
in the end permits all citizens to beneﬁt from EU membership.
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CHAPTER V:

EXTERNAL RELATIONS
OF THE EUROPEAN UNION

The External Relation of the EU with Russia
Plamen Dimitrov
Plamen Dimitrov is a Bulgarian political analyst and journalist.
He is a PhD candidate in International Relations and has MA
degrees in Contemporary History and European Integration.
Plamen Dimitrov is a specialist in history and contemporary
politics of Russia and the post- Soviet space with many scientiﬁc
publications in English, Russian and Bulgarian in the ﬁeld of
International Relations, Geopolitics, Political Science and Contemporary Balkan History. His recent publications are about the
European energy security and the geopolitical role of Caspian energy resources. He
regularly comments on problems of EU-Russia relations, Russian gas deliveries for
the EU and Bulgarian-Russian energy projects in the Bulgarian press and electronic
media. Plamen Dimitrov is a Member of the Board of the Bulgarian Geopolitical
Society and Chairman of the Armed Forces and Civil Society Foundation.
Russia is the biggest, most powerful and important of the EU neighbours.
From historical point of view Russia has always been part of the so-called
European concert of powers. Until 1917 it was impossible to imagine European
balance of powers without Russia. In the period of the Cold War Russia was the
center of the Soviet military and political camp while the EU was part of the
Western Bloc headed by the USA. In the ﬁrst decade of the 21st century the
longest external border of the EU is the one with Russia.

1. EU-Russia relations: prerequisites and legal basis
The legal basis for EU relations with Russia is the Partnership and Cooperation
Agreement (PCA) which came into force on 1 December 1997 for an initial
duration of 10 years which can be automatically extended beyond 2007
on an annual basis. The provisions of the PCA cover a wide range of policy
areas including political dialogue; trade in goods and services; business and
investment; ﬁnancial and legislative cooperation; science and technology;
education and training; energy, cooperation in nuclear and space technology;
environment, transport; culture; and on the prevention of illegal activities. The
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PCA establishes an institutional framework for regular consultations between
the European Union and the Russian Federation1.
At the St. Petersburg Summit in May 2003, the EU and Russia agreed to reinforce their cooperation by creating in the long term four ‘common spaces’ in the
framework of the Partnership and Cooperation Agreement and on the basis of
common values and shared interests. These cover the following issues:
• The Common Economic Space, covering economic issues and the
environment;
• The Common Space of Freedom, Security and Justice;
• The Common Space of External Security, including crisis management
and non-proliferation;
• The Common Space of Research and Education, Including cultural
aspects.
The Moscow Summit in May 2005 agreed on and developed the instruments
to put these common spaces into eﬀect. These “road maps” set out speciﬁc
objectives, and specify the actions required2.
Many political observers are skeptical about the EU-Russia cooperation in the
framework of the above-mentioned “common spaces”. The strongest criticism
we can ﬁnd in the newest book of the famous Russian researcher Lilia Shevtsova.
She writes: “Set up on technocratic principles and lacking a mission, EU’s policy
in regard to Russia has turned into a sequence of imitation charts, accompanied
by vociferous declarations. „The travel maps of the four spaces” as Brussels’ strategy in regard to Russia is called, have become a paradigm of bureaucratic art,
aiming to create a visual idea of movement where there is none”3.
On its session on 26 May 2008 the EU General Aﬀairs and Foreign Relations
Council adopted a mandate to negotiate a new framework agreement between
the EU and the Russian Federation. The consensus for opening talks on a new
agreement with Russia was achieved with a lot of diﬃculty, owing to the strong
opposition of some of the EU members, Poland and Lithuania in particular.
The negotiations for the new framework agreement startеd with a ﬁrst
round of talks on 4 July 2008 in Brussels. In the meanwhile, in August 2008 the
disagreement with regard to the control over the separatist republic of South
Ossetia expanded into a war between Russia and Georgia. As a consequence,
in the beginning of September EU leaders agreed to postpone talks on a new
EU-Russia partnership until Russian troops withdraw from Georgia following
See the full text of the PCA at: http://www.delrus.ec.europa.eu/en/p_243.htm
Extensive research of the common spaces see at: Nikolov, Krassimir Y. Editor. Assessing the Common Spaces Between
the European Union and Russia. BECSA, Soﬁa, 2009.
3
Шевцова, Л. Одинокая держава: Почему Россия не стала Западом и почему России трудно с Западом (The
Lonely Power. Why Russia Has Not Become the West and Why the West Is Diﬃcult for Russia). Моск. Центр Карнеги.
— М., 2010, с.170.
1
2
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the insistence of a bloc of member states. That was a token political gesture
of no particular actual value. The negotiation for a new agreement between
Russia and EU are going to be very complicated and will hardly end before
2012-2013. Having that in mind, their interruption for a period of 2-3 months
was hardly of any particular importance.
The resumption of talks was agreed on 14 November 2008, during the
Russia-EU summit in Nice. All but one of the EU’s 27 members supported the
decision. Lithuania made it clear that it would continue to oppose a resumption
of negotiations with Russia. However, the negotiations do not require the
support of all 27 member states. Poland had also opposed negotiations on the
new Russia-EU agreement, set to cover political, economic and trade relations,
but lifted its objections before the Nice talks4. On 2 December 2008 EU-Russia
talks resumed.
But the ﬁnal agreement is still far from ready because of several basic
disagreements:
• Scope of the agreement: “wide and comprehensive agreement vs. a
framework agreement with the possibility of supplementing with “sectoral
agreements”. The EU wants a legally binding agreement in all spheres to
ensure predictability and, where relevant, linkage to international binding
instruments like the UN, Council of Europe, OSCE, WTO and Energy Charter
and its Transit Protocol. The Russian side proposes that a short political
agreement would be the best, arguing that the agreement cannot regulate
relations for decades ahead, because both sides are in a state of transition,
just as the international environment is changing fast.
• Nature and title for the future agreement: “partnership and
cooperation vs. strategic partnership”. Russia is wedded to the formula
of a “strategic partnership” as the basis for the new agreement with
the EU. The agreement should establish the relationship between
two equal sides similar to that of the EU with the US. The EU has
questioned whether Russia deserves such a relationship with the
EU: Russia is important for the EU due to the size of its territory and
in military terms, but this is not the case with regard to the economy.
Nor do the two sides share common values.
• Diﬀerent views regarding individual components of the agreement:
Protection of human rights: “strong human rights component and
linkage to the international binding instruments vs. taking this issue
out of the agreement and leaving it with the Council of Europe”.
• Economic co-operation: “access to internal markets vs. protectionism”.
4
EU overrules Lithuania over Russia talks. http://www.euractiv.com/en/enlargement/eu-overrules-lithuania-russiatalks/article-177071
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•

Energy: “strong energy component and a linkage to the binding
Energy Charter Treaty and its Transit Protocol vs. taking this issue out
of the agreement and leaving it for the future sectoral agreement”.
• Policies on a common neighbourhood: “transformation encouraging
in the neighbourhood vs. claims for “a sphere of interests”.
•
Visa regime: “gradual facilitation vs. a claim for a visa free regime for
Russian citizens”5.
On 2 April 2009 the European Parliament adopted recommendations for the
negotiations on the agreement with Russia. The document is full of critiques
towards Russia. MEPs called on Moscow to respect freedom of expression
and association by introducing legislation that complies with its European
and international commitments as a member of the Council of Europe and
the OSCE. But the Socialist Group abstained in the ﬁnal vote. The Group VicePresident Jan Marinus Wiersma motivated that position: “Russia must, of course,
be strongly criticised for violating human rights as well as for its energy policy
and attitude to its neighbours. But the European Union must not forget that the
Russian Federation plays a crucial role in the world. We need a positive dialogue
on the most sensitive dossiers.”

2. Asymmetrical Economic Partnership
Russian Federation

European Union

Area

17,075,000 sqkm

4,423,000 sqkm

Population

143 million (2007)

500 million (1 Jan. 2009)

Population density

8,3 inh. per sqkm

113 inh. per sqkm

GDP in Euro

851 billion (2007)

10 750 billion

5990

21 500

GDP per capita (PPP)

The partnership between the EU and Russia is extremely asymmetrical. The
population of the EU is 3.5 times the population of Russia while the territory of
Russia is four times the territory of the EU and it is much richer in natural resources.
Compared to the European Union, though, Russian economy is small-sized. Russian gross domestic product (without taking into account the purchasing power
parity factor) is almost 13 times less then that of the EU 27 members.
At the same time, however, the balance of EU’s trade with Russia is greatly
negative. In the period 2003-2008 the Russian commodity export to the EU
5

Prystayko, Olena. Tough Negotiations Ahead. http://www.eu-russiacentre.org/our-publications/tough-negotiations.html
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doubled and reached a total of EUR 173 bln. per year. On the other side of the
scale, the export of European goods in Russia amounted to only EUR 105 bln.
As a result, the EU-27 trade deﬁcit with Russia increased signiﬁcantly, reaching
68 bln. in 2008, compared with 41 bln. in 20006.
Owing to the world’s recession, in 2009 the trade exchange between the EU
and Russia marked a sharp drop. In the year the EU exports amounted to EUR 66
bln., and Russia’s imports –to EUR 115 bln7. In 2009, the EU-27 exported EUR 18
bln. of services to Russia, while imports amounted to EUR 11 bln., meaning that
the EU-27 had a surplus of 7 bln. in services trade with Russia. Russia accounted
for around 3.5% of total extra-EU27 trade in services.
EU-27 Foreign Direct Investment (FDI) in Russia has grown in recent years,
rising from EUR 10.8 bln. in 2006 to EUR 16.7 bln. in 2007 and EUR 21.6 bln.
in 2008, while Russian direct investment into the EU-27 increased from EUR
1.4 bln. in 2006 to EUR 9.2 bln. in 2007, then turned to disinvestment of 0.4
bln. in 2008.
Imports from Russia are mainly energy and mineral fuels products (66%)
and chemicals and raw materials. EU exports to Russia are diversiﬁed, including
machinery and transport equipment, manufactured goods, food and live animals. The economic relations between Russia and the EU are centered on the
Russian export of primary energy materials to the EU, forming the nucleus of
their trade exchange. Thirty percent of the oil imported to the EU comes from
Russia. Until 2008 the Russian share in the EU’s natural gas import was 44%(141
bcm in 2007), and as a whole one fourth of the demand for this product within
the European Union was covered by the Russians. Referring to “the blue” fuel
imported into the EU, it should be said that some of it comes from Norway – a
European country too, though not a European Union member. If we choose not
to consider the Norwegian natural gas as a “foreign” product, then the Russian
share in EU’s natural gas import will come to more than 50%. The tendency is
that this percentage is going to increase in the next few years. By 2030, over
60% of EU gas imports are expected to come from Russia.8
But Gazprom’s resources for an export increase are limited by two main
factors. First, the gigantic investments required for the development of the
Russian gas ﬁelds, bigger part of which are situated either in the North Pole
zones or at the bottom of the sea. Second, Russia’s own inside consumption
of gas is enormous; it is bigger than the total export volume. Therefore, the
Eurostat Newsrelease. 74/2009, 19.05.2009; http://epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/6-19052009-BP/
EN/6-19052009-BP-EN.PDF
7
Bilateral trade relations with Russia. Oﬃcial web-site of The European Commission: http://ec.europa.eu/trade/issues/
bilateral/countries/russia/index_en.htm
8
Erochkine, P. EU-Russia Energy Relations and the New Structure of Partnership. In: Clesse, A. and A. Kortunov, (eds.)
Reinventing and Reinvigorating EU-Russia Relations, LIEIS, Amsterdam, 2008, p.130
6
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forecasts for a big increase in the Russian gas export to the EU in the next 10-15
years should be treated very cautiously. The purpose of the two big undersea
pipelines planned by Russia (North Stream and South Stream), ﬁrst of all, is to
reduce the geopolitical risk of the gas transit through Ukraine and to take new
quantities of gas which Gazprom is going to buy from Central Asia.
In the beginning of 2009 the Russia-Ukraine conﬂict caused a drastic decrease in the deliveries of Russian natural gas to the EU and Western Balkan
countries. For more than 10 days all deliveries through Ukraine were cut, and
that once again underlined the importance of the energy component in the
European security. Threats for the safety of the energy deliveries are not limited
only to strictly technical problems (failures in the transfer system, for instance),
but also include geopolitical risks. As far as the natural gas is concerned, the
delivery safety has two main aspects. First, the suﬃcient quantity of supplies
to be bought should be secured. Second, it is desirable that the EU should not
be overdependent on a sole supplier because in such case as a buyer it would
be in a weaker position and would not be able to negotiate a good price. The
Russia-Ukraine 2009 conﬂict was another lesson regarding the gas deliveries
safety – the strong dependence on a sole supplier turns even more dangerous
if there is no diversiﬁcation in the delivery routes of that supplier.
As a result of the so-called “gas war” with Ukraine and the World economic
depression, the export of Russian natural gas to Europe marked a sharp decrease
in the ﬁrst half of 2009. During the ﬁrst quarter of 2009 Gazprom sold to Europe
35.3% less gas compared to the same period of 2008. That brought about a
drastic fall of Gasprom’s market share since in the ﬁrst three months of 2009 the
overall gas consumption in the EU decreased with 5,1% only9. Norway was the
country which mostly beneﬁted from the decrease of the Russian share of the
natural gas market as subsequently its sales of natural gas in EC were increased.
Gazprom’s export failure was to a certain degree caused by lack of ﬂexibility in
its price policy. According to Pierre Noel from the European Council on Foreign
Relations, the best medicine against the heavy gas dependence on Russia is the
construction of a single, competitive European gas market10. However, such single
united market does not exist now and its construction is not realistic in the next
few years because an undertaking of this kind requires enormous investments
in infrastructure and joint high level of political will in all 27 EU members.
It’s a mistake to speak only about the EU dependence on Russian energy
resources. We have a classical case of interdependence because Russia is also
extremely dependant on the money that comes from gas and oil export for
the EU. This conclusion is once again conﬁrmed by the statistics. While Rus-

sia is the third important trade partner of the EU (coming after the USA and
China) with a share of 8,0 % of the European export (in 2009 even Switzerland
was bigger market for EU export than Russia) and 11,2% of the EU import, the
European Union holds 52.5% of the Russian foreign trade. According to data
from diﬀerent sources 63% to 72% of the Russian oil export and 76% to 85%
of its natural gas export is destined for customers in the EU 11.
In the framework of the tactical gamble Vladimir Putin has been bluﬃng with the
possibility of Russia’s redirecting one third of its oil and gas export toward East Asia
within the next 10 to 15 years. But owing to a number of economic, geographical
and purely technological reasons it is hardly probable, especially for the gas export.
The natural gas price in the EU is the highest one. Therefore, it means that for the
time being Russia cannot count on a market better than the European one.
On the other hand, the oil and the liqueﬁed natural gas are globally salable
products and Europe might be able to have them delivered by any world
producer, though with higher transport expenses. That is why Moscow is not
interested in blackmail and in recurrent “closure of the tap” for political reasons
but rather in the strict observation of its existing long-term contracts.
There are two main problems in the ﬁeld of EU-Russia energy cooperation. European Commission proposal for the separation of gas and electricity production and supply from transmission networks – this refers to
the separation between the network operation of electricity and gas from
supply and generation activities. A single company can no longer own both
transmission and be occupied in energy production or supply activities. In
addition, the Commission proposes a second option, the “independent system
operator” which makes it possible for existing vertically integrated companies
to retain network ownership, but provided that the assets are actually operated
by a company or body completely independent from it. The package contains
safeguards to ensure that in the event that companies from third countries
(“Gazprom” for example) wish to acquire a signiﬁcant interest or even control
over an EU network, they will have to comply with the same requirements as
EU companies. But ﬁnally, in April 2009, the European Parliament rejected the
forced separation of companies’ production and supply wings. MEPs adopted
a softer line on liberalisation of the Union’s gas sector. It will be an option
that allows a parent company to retain ownership of transmission networks,
although they would be heavily supervised by a powerful independent trustee
tasked to ensure there was suﬃcient investment in infrastructure and that new
market entrants were allowed equal access12. A similar scenario won support
of the EU Ministers of Economy.

Европа отвернулась от “Газпрома”. Комерсант; 15.06.2009; http://www.kommersant.ru/doc.aspx?DocsID=1187320
Pierre Noel, “ECFR Policy Brief: Beyond dependence: How to deal with Russian gas”, p.3. See at <http://ecfr.3cdn.
net/c2ab0bed62962b5479_ggm6banc4.pdf>(accessed 25 February 2009

11
Коржубаев, А. Г. Роль России в обеспечении энергетической безопасности Европы и других мировых рынков
нефти и газа. В: Европейский союз-Россия: проблемы энергетической безопасности. М., 2008, с.56.
12
Pop, Valentina. MEPs approve softer version of energy law. EUobserver; 22.04.2009; http://euobserver.com/9/27981
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In the same time, the access of the EU companies to exploitation of Russian
oil and gas ﬁelds and to the Russian pipelines is very limited. Recently, Moscow
has been restricting the admission of foreign companies to its natural resources,
and, as a matter of fact, a European company can enter this business only after
obtaining Kremlin’s speciﬁc permission for that. Regardless of the serious political risk it involves, the list of the powerful multinational companies willing to
enter the Russian energy sector will never become void as the expected proﬁts
from this business are substantial just to the same extent.

3. The geometry of the pipelines
During the last years Russia has had serious problems with its transit gas
pipelines passing through Ukraine. Its pipelines going in transit through the
Baltic Republics, Byelorussia and Poland made an issue too. That is why Russia
has been adopting the so called “alternative route strategy”. In order to guarantee the secure deliveries of Russian gas to Central and West Europe two new
undersea routes for the Russian gas are to go round Ukraine, Belorussia and
Poland. They are the North Stream going along the bottom of the Baltic Sea
and the South Stream passing under the Black Sea towards Bulgaria. These two
projects created a rift in the EU. On the one side are some of the biggest EU
countries like Italy and Germany. On the other - the countries to be rounded
by the new pipelines (Poland, Ukraine and the Baltic Republics) that are opposing both - the North Stream and the South Stream. Based predominantly
on ecological arguments, the opposition of all Baltic countries against North
stream was very strong until the end of 2009. However, all the obstacles holding back the accomplishment of the North Stream project, whether of political or legal nature, were dispensed with later on, and the construction of this
pipeline began in 2010.
The South Stream gas pipeline could be a bridge creating even stronger
relations between Russia and the EU. In 2009 Gazprom announced that the
company was going to increase the planned capacity of the South Stream from
31 to 63 bcm and at the same time Turkey accepted to have the pipeline passing
through its territorial waters. But in 2010 South Stream failed to be included
in the list of priorities of the European Commission. South Stream is not part
of the Trans-European Energy Networks (TEN) framework and the European
Commission does not plan to introduce changes in it, said Marlene Holzner,
spokesperson for the EU Energy Commissioner Günther Oettinger.13
Russia holds a monopoly over the natural gas delivery transit routes from
13

EU Spokesperson: South Stream Cannot Be EU Priority; http://www.novinite.com/view_news.php?id=118693
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Central Asia to Europe, and it is doing its best to retain it. The interests of the
EU are exactly the opposite – one of the main purposes of the Union’s energy
policy is to build up alternative routes for the transmission of the natural gas
coming from the Caspian region. The name of this alternative route is Nabucco.
It should transport Caspian natural gas to Central Europe via Georgia, Turkey,
Bulgaria, Romania and Hungary. The „Nabucco” pipeline project is already one
of the EU’s top priorities in the energy supply ﬁeld. But the realization of this
project is almost impossible without the participation of Iran but that country
is under US embargo14. At the end of 2010, the South Stream still has more
chance to be executed than Nabucco does. This means that there is not much
chance that the EU would reduce its gas dependency from Russia.

4. EU and Russia as geopolitical poles
The European Union and Russia are the two main geopolitical poles on the
old Continent today. The relations of attraction and repulsion between these
two centres of gravity are the main factor contributing to the changes in the
geopolitical border-lines of the zone situated between the Atlantic Ocean and
the Ural Mountains.
The new geopolitical distribution of European space after the latest EU enlargement with 10 East European countries (2004-2007) is as follows:
• EU (including previous “Eastern Europe”);
• The New Eastern Europe (Ukraine, Moldova, Georgia, Belarus + Armenia
and Azerbaijan);
• Russia.
The enlargement of the EU with 12 new member countries within the period
2004-2007 has actually resulted in the termination of the geopolitical zone which
we used to call “Eastern Europe”. It has been absorbed within the European Union.
Even if we choose to take into consideration the geographical position of these
countries, it is quite obvious that the new EU members are actually in Central
and not in Eastern Europe as they are nearer to the Atlantic coast than to the
Ural Mountains. The “coloured” revolutions in Georgia (2003) and Ukraine (2004)
and Moldova’s change of its foreign policy orientation (2004-2005) gave birth to
the new Eastern Europe – a buﬀer zone in which the Russian inﬂuence is getting
weaker but the inﬂuence of the West has not yet become predominant.
Ivan Krastev, a Bulgarian political science analyst, oﬀers an observation on
14
See details about Nabucco project at: Dimitrov, Plamen. The European energy security Caspian prospects is
there enough gas for Nabucco? World of Diplomacy. Journal of theMinistry of Foreign Aﬀairas of the Republic of
Azervaijan. (26) 2010, pp. 22-30.
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the coexistence between the European post-modernity and Russia’s sovereign
democracy. He believes that the confrontation between the West and Kremlin
comes as a result of the diﬀerence in the logics of the modern and the post-modern
state15. The West claims that democracy is a universal social system. Russia, on its
part, supports the conception of the so-called “sovereign democracy” and rejects
any attempt for foreign interference into its home aﬀairs. The election campaigns
in the EU countries are a game with clear rules and unknown results, while, as far
as Russia is concerned, precisely the opposite is valid – the result is clear before
the elections but the rules keep on being changed along the way16. Regardless of
it, the EU is rather cautious when criticizing the Russian democracy.
The relations between Moscow and Brussels are complicated to a certain
extent by the fact that the EU’s foreign policy is two-tier. The ﬁrst ﬂoor is the
individual political course taken by each one of the member countries, and the
second one is the still not completely formulated EU’s common foreign policy.
Moscow is trying to deal not with the yet uncompleted second ﬂoor of the
European foreign policy building but with its ﬁrst one, i.e. – with the individual
national states. Because of all that the bilateral relations with the countries that
are members of the EU keep presently being more important for Russia than
its relations with the EU as a whole. Therefore, setting up a common position
regarding Russia shall be one of the touchstones in the EU’s building up the
ability to act as an integrated body with cohesive foreign policy.
In the course of the August 2008 war with Georgia Russian troops had occupied some strategic points out of the territory of South Ossetia in mainland
Georgia and the relations between Russia and the EU seriously deteriorated.
Though Georgia has not yet been considered a possible EU member, the country
is within the range of the EU Neighborhood Policy. So, the French Presidency of
the EU took on a conciliatory part in the Russian-Georgian conﬂict. At a certain
point even the idea to impose economic sanctions on Russia was discussed.
However, it was rejected as the sanctions could have ﬁred, boomerang style,
back towards the EU itself. The crisis with South Ossetia showed that the EU
and Russia are so much mutually bound economically that any sharp step on
the part of either of the partners is impossible.
In the spring of 2009 EU launched a new political initiative - Eastern Partnership. Russia is suspicious toward Eastern Partnership because the 6 countries included in the framework of the initiative are at the same time Russian
neighbors. From Kremlin’s point of view, Eastern Partnership is an instrument
for further redistribution of geopolitical inﬂuence in EU’s favor.
Крастев, Иван. Россия как «другая Европа» (Russia as “the Other Europe”). Russia in Global Aﬀairs, Edition in Russian,
2007, № 4. http://www.globalaﬀairs.ru/numbers/27/8065.html
16
This ingenious description of the Russian political system comes from Lilia Shevtsova form Carnegie Endowment
for International Peace
15

156

5. Newest tendencies
There are several signiﬁcant geopolitical and economic changes in the
period 2009-2010 which have set the relations between the EU and Russia in
a new context.
First of all, it is the coming into force of the Lisbon Treaty which is an important step on the road towards turning the EU into an integrated international
body. In practice, the Lisbon Treaty has introduced the post of Foreign Minister
of the EU (i.e. - High Representative for Foreign Aﬀairs and Security Policy).
Besides, now the EU has a permanent President. At the EU-Russia meeting
held in Rostov-on-Don on 31st May-1st June 2010q together with the Chairman
of the European Commissionq as EU’s oﬃcial representatives also appeared
the President of the European Council Herman van Rompuy and the High
Representative for Foreign Aﬀairs and Security Policy Catherine Ashton.�
In the course of the ﬁrst few months of 2010 Russia signiﬁcantly strengthened its military and political positions in the Black Sea region. After Victor
Yanukovych’s victory in the Presidential election in Ukraine, the new administration in Kiev accepted to extend the term of the treaty concerning the Russian
Naval base in Sevastopol till 2032. Apart from that, Russia also renewed the
treaty concerning its Air Force base in Armenia and began the construction of a
Military base in Abkhazia. These circumstances enhance the positions of Russia
and Turkey as leading military forces in the Black Sea Region and emphasize
the military deﬁciency of the EU. What could be denoted as a small political
compensation for Brussels is the pro-West government of Moldova which came
in power in the summer of 2009.
At the same time, the severe economic recession and the disastrous condition
of the Greek state ﬁnances put to trial the internal solidarity of the EU member
states. According to some analysts, (e.g. - George Friedman of Stratfor Agency)
Germany as the state bearing the major load at the solution of the European ﬁnancial problems might become disappointed with the EU and try to ﬁnd a closer
economic and political partnership with Russia. In June 2010 Moscow and Berlin
proposed the creation of a new body bringing together EU foreign relations chief
Catherine Ashton and Russian foreign minister Sergei Lavrov to “exchange views
on current issues of international politics and security.” The committee would
also “develop guidelines for joint civil/military operations” and “make recommendations” on “the various conﬂicts and crisis situations, to the resolution of
which Russia and EU are contributing within relevant international formats17”.
Later on that proposal was supported in the oﬃcial meeting of the so-called
Weimar Triangle - France, Germany and Poland.
17

Rettman, A. Details emerge on new EU-Russia committee. EUobserver; 07.06.2009; http://euobserver.com/9/30228
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Dramatic changes also occurred in the international trade with natural gas
– a ﬁeld in which the mutual economic interdependence between the EU and
Russia is most perceptible. In 2009, due to the world economic recession the
consumption of gas considerably decreased. At the same time, in the USA the
so-called shale gas revolution became real. It brought about a decrease in the
import of liqueﬁed gas required by the States.The free quantities of liqueﬁed gas
were redirected towards the European terminals. This has already resulted in a
serious drop in the gas price on the spot market, and now it is much lower than
the price of the gas delivered by Gazprom via pipelines. For the sake of keeping
its market positions, Gazprom has slowly and reluctantly begun to renegotiate
the prices of its gas destined for the European countries. It is most probable that
at least till 2013 the gas market in the EU shall remain a buyers’ market.
The newest initiative for cooperation between EU and Russia is “Partnership
for Modernisation”. It began as a conversation between European Commission
chief Jose Manuel Barroso and Russian President Dmitry Medvedev at the EURussia summit in November 2009. The EC put forward in an informal paper a 10point agenda for the scheme. The main points include: ensuring the rule of law;
increasing foreign investment; enhancing trade; integrating markets; creating a
greener economy; boosting scientiﬁc research and support for NGOs. The Commission wants to see “ﬁrst concrete results”already in 2010 and is willing to put a
modest sum of money into the pot. It aims to use existing EU-Russia diplomatic
structures to implement the project, rather than creating new bodies.
The Russian memo underlines that the scheme should not be seen as a
form of EU patronage, saying: “It is based on principles of equality and mutual
beneﬁt.” But it contains a wish-list of “ﬂagship projects” which would lead
to a transfer of high-end technology from EU companies to Russian ﬁrms,
straying into areas with military applications. The list includes: bio-technology;
space technology; nano-technology; telecommunications; microelectronics;
supercomputers and aircraft engineering. A large part is devoted to energy,
covering: energy eﬃciency; nuclear technology; mineral resources extraction;
alternative fuel research and oil and gas processing. It envisages “a joint
foundation for commercial introduction of research” and speaks of the “speedy
conclusion of negotiations on Russia’s WTO accession.”
The memo proposes new legal instruments to tackle corruption and money
laundering. And it calls for talks on how “to exclude possible damage to Russian
investors on the EU energy market caused by the ‘Third Energy Package”.
On the EU-Russia summit in Rostov-on-Don the leaders decided that
the Partnership for Modernisation will be elaborated in more detail by
coordinators on both sides18.

6. Conclusions
The EU will remain the biggest and most reliable market for Russian oil
and natural gas. At the same time, the EU needs not only the Russian natural
gas but also to have as its most important neighbor a state which is stable,
predictable and friendly. Of course, Moscow and the European countries will
argue endlessly for prices and routes, quantities and access to sources and
anti-monopoly regulations for the energy supplies trade. However, it is not
an expression of hostility but a normal business practice though strongly
inﬂuenced by the geopolitics.
Russia is never going to be a member of the EU and turn into a part of the
European geopolitical space. Nevertheless, the relations between Moscow
and Brussels will be dominated predominantly by the spirit of partnership
rather than that of confrontation. However, the confrontation might prevail if
the Putin-Medvedev tandem starts heading towards open autocracy instead
of taking the course towards liberalization in Russia. The future agreement
between the EU and Russia might be torpedoed by the anti-Russian feelings
still rather strong in Poland and the Baltic Republics. Our forecast is that as the
importance of the energy arguments grows, the political distance between
Moscow and Brussels will progressively lessen.

18
Joint Statement on the Partnership for Modernisation. EU-Russia Summit. 31 May-1 June 2010. Rostov-on-Don, 1
June 2010. http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/er/114747.pdf
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Introduction
International currencies are those that are used by the residents of countries
that are not the country of issue of the respective currency. Currencies, both
national and international, fulﬁl three functions: means of payments, unit of
account and store of value. Paul Krugman deﬁned the role of an international
currency also for the public and the private sector according to the respective
functional characteristics (Krugman, P., 1991):
In its function as means of payments an international currency is used by
the private non-residents as a vehicle (as an intermediate value in transactions
between currencies of smaller countries). For example, the US Dollar is extensively used as a vehicle currency in international trade ﬂows that do not directly
involve the United States. In the same function the international currency is
applied by the public sector (by central banks) as a means of intervention on
the foreign exchange market.
As a unit of account in the private sector, an international currency is applied
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to set the price of goods and assets, and is playing this role also when issuing
bonds or deﬁning the currency in which a bank loan will be granted. Prices
however, may be invoiced in one currency, and the eﬀective payments on the
transaction can be carried out in another, so in one and the same transaction
the means of payment can diﬀer from the unit of account currency. National
authorities also can use the international currency as a unit of account, when
they peg their currency to it.
An international currency can play the role of a store of value both for the
private sector (in the currency composition of portfolios) and for the public
sector (in the structure of oﬃcial reserves). In this function the international
currency is used for maintaining the value of savings.
The private and public functions of a speciﬁc international currency can
experience unequal developments: one currency can be chosen as a vehicle
for transactions and not be preferred by central banks for public interventions
in the foreign exchange market. A large part of the trade of a country can be
invoiced in a particular currency, but the same currency is not chosen as an
anchor of the exchange rate of the respective national currency. An international currency can be chosen to become part of the oﬃcial reserves structure,
provided monetary authorities are aimed at stabilizing the exchange rate of
the national currency against this international currency. Doing so, authorities
are not respecting or taking into account the currency composition of private
portfolios.
Practically, international currencies are used in the trade of goods, services, and
ﬁnancial assets (Papaioannou, E. and Richard Portes, 2008).There are several forces
motivating the choice of currency invoicing in international trade transactions.
Agents involved in international trade can invoice in the exporter’s currency,
the importer’s currency, or a third-country vehicle currency. One of the major
international currencies is used for trade invoicing, when the national currency
of one of the two counterparties (or of both of them) is a risky currency, or an
international currency is usually used as means of payment in the foreign trade
of the particular goods or services. A similar pattern applies in asset trade,
and when an international currency is preferred, the global stock of ﬁnancial
assets is signiﬁcantly denominated in those same international currencies.
Foreign trade and asset transactions cause customer-dealer transactions in
the foreign exchange markets, which generate large volumes of inter-dealer
transactions.
China takes several steps to gradually foster the international role of the Yuan.
There is a clear understanding among the authorities that China had to meet a
lot of domestic challenges: making the Yuan fully convertible, liberalizing the
ﬁnancial markets on the mainland and improving transparency in their rules
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and regulations. China gives attention to small straight forward steps in order
to prepare for these more radical measures. During the crisis of 2007-2010,
China intensiﬁed the measures to increase the proﬁle of its national currency.
In December 2010 the authorities launched a diversiﬁed program aimed at
implementing policy measures, supporting the oﬀ-shore use of the Yuan to
test the possibilities of its internationalization.

The internationalization of the Yuan in cross-border trade
Chinese authorities started to liberalize the implementation of the Yuan in
cross-border trade by applying small but straightforward active steps in bringing the Yuan play the role of means of payments. There are serious economic
considerations for China to do so. A country or region with a long-term trade
deﬁcit with China will experience an increased amount of Yuan indebtedness
to China and an increase in China’s Yuan credit. This country or region should
pay oﬀ the debt to China, increase exports to China, or reduce imports from
China. As a result, the debt to China should be repaid in an accepted reserve
currency. On the other hand, when one country or region enjoys a long-term
trade surplus with China, it owns Yuan credit against China. Before the Yuan is
becoming a major reserve currency, a country or region would not be willing
to hold large amounts of Yuan credit and would require China to pay back the
debt by applying another reserve currency. For this reason, it is very important
for China, that trade and investment transactions nvolving China are invoiced
and settled in Yuan.
International trade settlement in Yuan is of signiﬁcant importance for China,
because when the current account has a large surplus, and the Yuan is anticipated to increase its external value, any surplus will not be converted into other
currencies. A surplus in the form of Yuan will either be exchanged for foreign
exchange reserves, or increase the amount of Yuan circulating domestically in
China (Xiang, Y., 2009).
In December 2008 China announced pilot programs to settle international
trade transactions in Yuan between the provinces Guangdong and the Yangtze
River Delta (which includes Shanghai), and the two special administrative
regions of Hong Kong and Macao.
A similar arrangement was proposed for exporters in Guangxi and Yunnan
province in southwestern China to settle trade in Yuan with ASEAN. According
to a statement posted on the government website the move is aimed at reducing the risk from exchange rate ﬂuctuations and giving impetus to declining
foreign trade. In June 2010 the People‘s Bank of China (China’s central bank)
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announced that it was extending the Yuan trade settlement scheme to 20
provinces, autonomous regions and municipalities in China (China Daily, 13
July, 2010).
The expanded pilot program covers the major economic regions of Chinese
mainland and provides greater convenience to the local and global customers.
The announcement attracted the interest of business people. After China’s
central bank announced that the number of cities and provinces covered in the
pilot program increased from ﬁve to 20, deals started to be conducted in the
newly added cities. This was a considerable step to accelerate the speed of Yuan
internationalization by expanding Yuan trade settlement to all countries.
In April, 2009 China announced a pilot program to settle cross-border trade
deal in Yuan for ﬁve cities. Chinese exporters and importers based in Shanghai, and several cities in the manufacturing base of Guangdong Province
(Guangzhou, Shenzhen, Zhuhai and Dongguan) were the ﬁrst such group that
could settle foreign trade in Yuan.

In introducing the Yuan as means of payment in foreign trade with
neighboring Asian countries China is implementing the regional
approach both on a multilateral and bilateral basis. On July 2nd 2009
People’s Bank of China announced a cross-border trade settlement
pilot project between China and Hong Kong, Macau and 10 ASEAN
countries (Singapore, Malaysia, Thailand, Indonesia, Vietnam, Philippines, Brunei, Cambodia, Laos and Myanmar) for trade transactions
to be done in Yuan (www.uob.com.sg, July 3rd, 2009). Simultaneously,
China is trying to convince ASEAN countries to enter into bilateral
agreements for trade settlements in Yuan. It has reached such agreements with two ASEAN members, Laos and Vietnam.
Bilateral currency swap-agreements
Many of the emerging market countries and Asian countries are important
trading partners of China. This fact supports the strategy of China to increase
the supply of Yuan to these target groups in diﬀerent forms.
In the end of March 2009 China signed a USD 10 billion bilateral currency
swap agreement with Argentina, involving an exchange of Argentine pesos for
Yuan. The timing of the agreement was correct, because the economy of Argentina has declined consistently and many Argentine companies were forced to
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exchange their pesos amounts for US Dollars. (In addition, Argentina was not
part of the US Federal Reserve’s program of 2008 to extend USD 30 billion swap
lines to emerging markets). On the other hand, the weak peso in the course of
the global ﬁnancial crisis made a negative impact on the terms of trade against
the country’s primary exports. The agreement helped also Argentine exporters
as China is a big importer of Argentine soybeans (Wang, T., 2009).
From a pure economic point of view, the swap agreement provided Argentina
with a large quantity of Yuan (considered generally undervalued), eﬀectively
backing the Argentine peso. Argentina got more access to foreign currency
reserves, which was useful in case it encounters a balance of payments problem.
Consequently, the swap agreement can be regarded as a prove that China is
taking practical steps to replace the US Dollar as reserve currency.
China reached a 100 billion Yuan (USD14.6 billion) swap line with Indonesia and
agreed on a 20 billion Yuan (USD2.9 billion) swap line with Belarus. China has also
widened the swap arrangements with South Korea, Malaysia and Hong Kong. The
650 billion Yuan (USD 95.1 billion) swaps are for the period of three years. Using
the Yuan in ﬁnancing trade with China will, of course, decrease the demand for US
Dollars for other imports. This outcome was beneﬁcial to South Korea and Indonesia, the central banks of which were facing diﬃculties in supporting their national
currencies because of the increased demand for US Dollars during the crisis.
China realized that bilateral currency swap agreements could make access to
ﬁnance easier and help boost Chinese exports. The agreement gives the other
party the possibility to put in Yuan-denominated orders for Chinese imports
and thereby avoid using the U.S. dollar in bilateral trade. Thailand is an example
of using a currency swap agreement with China not for liquidity management
purposes, although in the past few years Thailand has been diversifying its
reserves out of US Dollar assets. The currency swap line is designed to make
it easier for exporters to settle some of their trade in the two currencies. Thai
oﬃcials realize that there is a trend of using the Yuan, however, they stressed
on the point, that nations have to consider its depth, width and acceptability
if it is going to become an international currency (Nambiar,Sh.and Suttinee
Yuvejwattana , 2009).
To further boost the internationalization of the Yuan the People’s Bank of
China and the Monetary Authority of Singapore signed a bilateral three years
currency swap arrangement in July 2010. Financial institutions in Singapore
and their customers are provided with Chinese Yuan ﬁnancing for trade and
direct investment through the swap (www.channelnewsasia.com). The swap
deal is extendable by mutual agreement and will provide Chinese Yuan with
liquidity of up to 150 billion Yuan and Singapore dollar liquidity of up to 30
billion dollars – about 22 billion US Dollars.
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Capital account liberalization
The rapid expansion of the Chinese economy even during the crisis years
of 2008 and 2009 has attracted the interest of foreign investors. This is best
evidenced by the strong investors’ response to ﬁnancing in the international
capital markets. At the same time, many foreign companies have expressed
their dissatisfaction in the few channels at their disposal to use Yuan-denominated proceeds derived from cross-border trade with China. That has largely
diminished their willingness to retain local currency holdings.
China’s corporate bond market is still very small, especially compared to the
large amount of bank credit to private ﬁrms. This is due to the small number
of institutional investors interested in purchasing corporate bonds and to the
lack of incentives for ﬁrms to issue bonds.
There were also a lot of regulatory obstacles to issuers of corporate bonds. In
the years of reforms several problems have manifested as regards the regulation
of the bond markets in China: restrictions on issuers’ qualiﬁcations, issuance
amounts and pricing of new non-ﬁnancial corporate issues, oﬃcial approval
procedure for the issuance of corporate bonds etc. (Huaipeng, M. (2006).
The Chinese regulators are gradually taking away some of them. Even during the global ﬁnancial crisis (since late 2007) Chinese regulators continued
to remove some of the diﬃculties in raising capital encountered by Chinese
companies (both foreign owned subsidiaries and joint ventures). They also
started to provide new business opportunities for foreign incorporated local
banks. Since 2004, many small potential issuers were excluded from the bond
market because of a Yuan 500 million (US$73.2 million) minimum issue limit. In
January 2009, this minimum threshold for bonds issued in the Chinese interbank market has been removed (PBOC Notice No.1, 2009). As a result, unlisted
enterprises are granted better admittance to the corporate bond market. The
new regulation regards bond issues approved by the National Reform and
Development Commission (NDRC) and traded on the inter-bank bond market.
The inter-bank bond market is by far the largest corporate bond market and so
should allow many companies greater access to alternate forms of capital. (These
regulations do not concern bonds listed on a stock exchange. These bond issues
are approved by the China Securities Regulatory Commission [CSRC]).
China has allowed mainland ﬁnancial institutions to issueYuan-denominated
bonds in Hong Kong since 2007. China Development Bank, the Export-Import
Bank of China and Bank of China have all issued Yuan bonds in Hong Kong.
HSBC Holding and Bank of East Asia completed Yuan-denominated bond sales
in Hong Kong in early 2009. In June 2009, HSBC became the ﬁrst non-Chinese
bank to sell a Yuan-denominated bond outside mainland China, another move
to push forward the internationalization of its currency.
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Foreign ﬁrms remained restricted from selling Yuan- denominated bonds
in China. But during the global ﬁnancial crisis China made substantial steps
in liberalizing its primary corporate bonds market. (The moves were part of a
broader plan to build Shanghai into a global ﬁnancial hub by 2020.) In early
2009 Chinese authorities announced that foreign ﬁrms will be allowed to issue
Yuan-denominated bonds (and to sell shares in the main stock exchange in
Shanghai). Previously, only international institutions such as the Asian Development Bank and International Finance Corp., both supranational agencies,
have ﬁrst sold Yuan bonds in China (so-called Panda bonds).
In May 2009 China opened its mainland bond market to foreign issuers.
According to data compiled by Bloomberg, two ﬁrms - Citic Securities Co. and
China International Capital Corporation, underwrote a combined 33.7 billion
Yuan ($4.9 billion) of medium-term notes in the ﬁrst quarter of 2009 compared
to 20.8 billion Yuan for all of 2008.
Limited fund-raising options in China have restricted foreign banks’ ability
to expand their lending in the country. Strict cross-border capital controls have
constrained their overseas parents from injecting funds. China has long aimed to
diversify its illiquid bond market by stepping up the issue of Yuan-denominated
bonds by foreign entities in China (“panda bonds”). This aim is part of the eﬀorts
to boost the Yuan’s international status and to develop Shanghai as a global
ﬁnancial center. During the global ﬁnancial crisis China made considerable efforts to gradually transform the tightly controlled Yuan into a global currency
by encouraging foreign ﬁrms to raise funds in the currency for their operations
in the country. In the end of December 2009, Bank of Tokyo-Mitsubishi UFJ,
Japan’s biggest bank, became the ﬁrst foreign commercial bank to receive
formal permission to sell Yuan-denominated bonds in China.
In May 2010, the Japanese Bank of Tokyo-Mitsubishi UFJ started the sale of
1 billion Yuan ($146.5 million) worth bonds on China’s inter-bank market via its
Chinese unit (www.dowjones.de, 17 May, 2010). It was the ﬁrst Yuan-denominated bond sale in mainland China by a foreign commercial bank.The beneﬁt for
the bank is: ﬁrstly, that it will diversify its funding sources via a stable medium
to long-term funding. Secondly, issuing Yuan-denominated bonds would help
it respond to customers’ demand for medium- to long-term loans. The bank is
going to use the proceeds from the bond sale to fund its lending operations
to corporations regardless of whether they are Japanese or not. The maturity
of the bonds will be two years. Bank of Tokyo-Mitsubishi’s sale is considered
a positive step by the market because it provides evidence that the Chinese
government is going to promote the bond market. Another foreign bank, the
China’s unit of Bank of East Asia, is planning to sell up to 5 billion Yuan ($732
million) worth of bonds. Once the issue gets approved by the China Banking
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Regulatory Commission (CBRC), the bank would become the second foreign
company to issue Yuan bonds in China (Reuters, 31 May, 2010).
Currently, the government seeks to bring companies away from bank loans.
Thus, authorities are expected to soon simplify rules for issuing bonds, improve
the quality of local credit ratings services and boost coordination between
government departments. Foreign multinational companies will likely get
approval to issue Yuan debt without using local subsidiaries (Bloomberg, 20
May, 2010).
Allowing more inﬂuential foreign companies to raise funds in the Yuandenominated capital market is expected by market participants to boost the
status of the Yuan worldwide, especially at a time when the Euro has been hit
by the Euro-zone debt crisis. The domestic bond market has made signiﬁcant
progress step by step and without reversal of the liberalization in recent decades. However, it has been limited to domestic investors. The crisis boosted
the trend of opening the bond market to foreign participants.
Under the government plans to internationalize the national currency, in
mid-August 2010, the People’s Bank of China announced that foreign commercial and central banks will be allowed to invest in the domestic bond market
under a pilot program designed to increase ﬂows of Yuan in and out of the
country. Three kinds of foreign ﬁnancial institutions are allowed to trade on
the mainland inter-bank debt market: Yuan-clearing banks in Hong Kong and
Macau, foreign central banks involved in currency swap deals with China, and
international banks participating in Yuan settlements.
Under the pilot program, foreign participants have to apply for investment
quotas and open trading accounts with Chinese banks. They are also required
to clarify funding sources and disclose their investment strategies (Zhang, L.
(2010).
At ﬁrst glance, the measures are aimed at creating an international ﬂow of
Yuan as authorities step up eﬀorts to internationalize the currency. Following carefully the steps in internationalizing the Yuan since December 2008,
the decision to open up the domestic bond market stands for a major move
in China‘s eﬀorts to bring its currency not only into the Yuan-denominated
cross-border trade payment or settlement, but into the international capital
market turnover. On this basis, some conclusions can be made: ﬁrst, allowing
foreign participation in the inter-bank bond market paves a new internationalization way of the Yuan developing it to a new level, beyond trade. Second,
the program is especially directed to the seven central banks that signed swap
agreements with China since 2009. Now they have the option of diversifying
part of their reserves into Yuan. Thus, the doors are open to involving the
Yuan into the function of an international reserve currency. Third, the initia-
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tive reveals the intent of Chinese authorities to gradually liberalize not only
the capital account, but also the foreign exchange market, creating favorable
conditions for further securities market reforms. They should include allowing
broader access of foreign participants in the A-share market, permitting foreign
ﬁrms listing on the Shanghai Stock Exchange, and foreign investment banks
underwrite corporate bonds in the mainland. Fourth, further capital accounts
liberalization is expected including project ﬁnancing out of the country, and
outward direct investment. It would be unrealistic to expect a fast launch of a
full convertibility of the Yuan, however, the commitment of Chinese authorities
to Yuan internationalization is in place.

The role of Hong Kong
The strategy of China to make the Yuan an international currency was naturally connected with Hong Kong. China is increasing its inﬂuence over the city
of Hong Kong. A lot of Chinese mainland businessmen are intensifying their
links and are operating in Hong Kong in recent years. Although Hong Kong
is oﬃcially part of China, it is politically and economically a separate entity.
Ruled as a special administrative region of China, Hong Kong is the mainland’s
trade and ﬁnancial hub with its own legal and currency systems. Hong Kong
continues to use the Hong Kong dollar as its oﬃcial currency. Without applying for a government permit mainland Chinese can take a maximum of USD
5,000 cash when traveling abroad. Still, with more Chinese living and working
in Hong Kong, many have bank accounts in the city. Senior company executives
of Chinese companies listed in Hong Kong would also have access to funds in
the city of Hong Kong.
Hong Kong is anticipating to establish itself as the oﬀshore center for the
Yuan, both thanks to its rich institutional investors base and the product diversity it can oﬀer. The ﬁnancial community in Hong Kong is developing ﬁnancial
and banking products that will be of crucial importance to the implementation of the strategy on the internationalization of the Yuan. Local investors in
Hong Kong expect Yuan denominated assets and the currency itself to play
a bigger role in their asset allocation in the years to come. Chinese ﬁnancial
institutions are anticipating Hong Kong to further build up its function as a
“pooling centre” for attracting more Yuan funds by putting eﬀorts to develop
Yuan business and products. The formal bilateral relations in the ﬁnancial ﬁeld
have been upgraded in order to facilitate this goal.
In July 2010, the Hong Kong Monetary Authority and the People’s Bank of
China made another big step to internationalize the Chinese currency, according to which both individuals and corporations will be able to conduct Yuan
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payments and transfers through Hong Kong banks. First, under a revision
of the Settlement Agreement that the PBOC signed earlier with the HKMA
the two central banks decided to further ease Yuan-denominated trade in
Hong Kong. Companies in Hong Kong would be allowed to trade in Yuan
without any limits. Second, rules on banking have been adjusted to let also
individual investors in Hong Kong have access to their Yuan deposits and
buy Yuan-denominated funds and insurance products. Big banks like HSBC
Holdings PLC and Standard Chartered PLC announced the launch of new
Yuan-denominated ﬁnancial products (Kumar, V.P., 2010).
Yuan denominated products are known in Hong Kong since 2009, when
Hong Kong retail investors were able to buy the ﬁrst issue ofYuan-denominated
bonds outside of mainland China. Currently, every day Hong Kong residents
are permitted to convert up to HK$20 000 (Euro 1 970) into Yuan. It is estimated
that some Yuan 80 blln. are on Honk Kong bank deposits (Konyn, M. 2010). Prior
to this liberalization step only companies involved in merchandise and service
trade with the mainland could open Yuan accounts in Hong Kong. Now brokers,
banks, insurance companies and mutual funds may open Yuan accounts. There
is also no restriction on the amount they can convert.
Taking advantage of this liberalization, fund managers in Hong Kong can
introduce Yuan denominated funds. Yuan-denominated funds are oﬀered as
part of China’s ‘mini-QFII’ scheme. They will be regulated by the Securities and
Futures Commission (SFC) in Hong Kong and be subject to Hong Kong law.
There are also additional measures supporting the creation of such funds.
This is the access to Chinese securities funds managers can invest in. They can
use the so –called QFII (qualiﬁed foreign institutional investors) quota system.
This allows qualifying institutions to convert currency and invest directly in the
A-share market in China, subject to a quota issued by the authorities. Quota
awards were given to investment banks, and recently also to longer term investors including endowments, funds and open-ended mutual funds. The amount
of quota issued is still less than 2% (USD 30 blln.) of the total mainland stock
markets’ capitalization (Konyn, M. ,2010).
The biggest step has been made by allowing individuals based in Hong Kong to
buy A shares directly from subsidiaries of mainland securities companies. It gives
mainland brokers access to Hong Kong’s retail investors with a unique oﬀering
compared with other retail brokers in the city. The type of quota (named mini-QFII)
they require in order to perform this activity is expected to be issued by Chinese
authorities at the amount of Yuan 15 blln. in the years to come (China Daily, 29
July, 2010). Practically, through the ‘mini QFII’ pilot program the A-share market
is opening up for oﬀshore Yuan investment. This pilot program is expected to be
initially applied to ﬁve or six Hong Kong subsidiaries of Chinese brokerage ﬁrms.
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The program will allow foreign intuitional investors to facilitate investments
of oﬀshore Yuan deposits back into mainland capital markets, thus widening
the investment channels for foreign holders of the Chinese currency. Unlike
the qualiﬁed institutional investor program (QFII), which uses US currency to
participate in China’s capital markets, the mini-QFII scheme is aimed at investing
Yuan back into China. The mini-QFII program is part of China’s eﬀort to further
open up its capital market and to promote international use of the Yuan.

Conclusion
The approaches and measures China is pursuing in internationalizing its
national currency put the question of whether China will be willing to provide
enough new liquidity in the international markets. An international currency is
important in ﬁnancing growth. This question is tightly connected also with the
issue whether China is aimed at repeating the experience with the US Dollar
as international currency. The steps so far to increase the role of the Yuan as
a means of payment make it evident that China is determined to slowly, but
consequently, increase the demand in Yuan for the settlement in bilateral and
regional trade transactions.
Second, until now, although quite diversiﬁed globally and covering several
continents, the scope of the internationalization of the Yuan through currency
swap agreements and permitting several groups of Chinese exporters and
importers to pay in Yuan is still too small to allow making any considerable
inﬂuence on the currency structure of payments in international trade. Having
in mind that the demand in international ﬁnancial transactions is key for the
international use of a currency, this factor is additionally moderating the eﬀects
of Chinese policies to internationalize the Yuan. At this initial stage and under
the current circumstances however, it is much more important that investors
worldwide are not opposing the eﬀorts of China to widen the use of its national
currency in international trade.
Third, Chinese attempts to gradually liberalize the capital account by opening
its domestic bond market, allowing foreign companies to issue Yuan-denominated debt, oﬀering of Yuan-denominated bonds to Hong Kong investors and
similar measures are enhancing the Yuan to start playing a bigger role for
investments. The internationalization process of the Yuan is closely associated
not only with the depth and openness of the Chinese capital markets - making
the Yuan convertible will be the next most important step in this direction.
Putting aside the political, economic and social stability, the adoption of a
gradualist approach has made the Chinese authorities extremely careful in
applying ﬁnancial liberalization measures. For this reason, it is still not to be
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expected that the Chinese authorities will have the desire or/and the political
will to push forward aggressive reforms in capital markets to only speed-up the
internationalization of the Yuan. It is rather to expect that China will gradually
open also its capital account.
Fourth, simultaneously with continuing to strengthen its role as a testing
ground for the internationalization of the Yuan, Hong Kong will undoubtedly add value in promoting the internationalization of the Yuan through
the development of its asset markets. The introduction of more Yuan ﬁnancial
intermediary products will signiﬁcantly boost Hong Kong’s eﬀorts to develop
into an oﬀshore Yuan hub.
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The Deﬁnition of Lobbying and its History:
The term lobbying has been described in several articles as deriving from
the word “lobby” and the attempt of industries or other organisations and their
representatives who wait in the lobby, to inﬂuence the vote of an MP. They are
Stakeholders who have business objectives and wishes to take steps to control,
limit or sometimes magnify the extent of public policy that has an impact on
their objectives. They seek to do this by what is often called a public aﬀairs
program, using public aﬀairs consultants, whereby they seek to inﬂuence the
outcome of public policy issues as it aﬀects them or their business.
Despite this rather vague deﬁnition, the national law of Hungary, one of the
few European countries that have enacted laws on lobbying has deﬁned it in
2006 as “a paid activity designed to inﬂuence government policy or legislation.”2
1
2

The author wants to thank Erik Wesselius from „Corporate Europe Observatory“ for his contribution to this paper
http://assembly.coe.int/Main.asp?link=/Documents/WorkingDocs/Doc09/EDOC11937.htm
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Lithuania, on the other hand, three years earlier, has stated in its law that lobbying is an activity which includes “actions taken by a neutral or legal person
for or without a compensation in an attempt to exert inﬂuence to have legal acts
amended, supplemented or repelled or new legal acts adopted or rejected, in the
interest of the client of lobbying activities.”3
At the dawn of the European Union there was no greater idea of the term
lobbying, hence the Union was merely created to avoid another war via economic cooperation. However, with the growing importance of the European
institutions and, of course, because of the fact that Member States had to give
up part of their sovereignty to the EU; the more power the EU gained, the more
impact it had on the diﬀerent interest groups. A race for power has ensued
from this, since the importance of these diﬀerent interest groups derive from
the regulatory bodies of the EU itself. This derives from a shift of regulatory
functions from the member states to the EU institutions.
Nevertheless, this is just one side of the coin. Additionally, certain interest
groups now have a greater identiﬁcation role for the masses. This is to say
that, as people tend to believe less in their governments and more in brands,
take for example Coca Cola, Microsoft, in the industry sector or, the WWF and
Greenpeace in the non-governmental sector, these brands gaining in strength,
they recognize the power of communications, and thus lobbying. Over the
years this has gone to an extent where the estimated number of lobbyists in
Brussels ranges from about 13.000 to 20.000..4
A striking example has been provided by a research Alter-EU, which concluded that the department dealing with ﬁnancial policy, the DG of Internal
Market is depending on several expert groups that consist of 229 corporate
advisors compared to 150 internal policy-making staﬀ. The study continues
to cite that an enormous 84% of the external advisers are experts from the
ﬁnance industry.5
In the light of the current ﬁnancial crisis this is just one of the reasons why
lobbying is viewed with some dismay in society. But when taking a closer look
it is necessary to address the central issue, a proper balance. This means that in
a democratic system there is a relation between the public interest, the state
and the individuals and the groups that make it up.

The two common systems within the EU:
As for the EU, the French system is quoted here since it owes much to its
interpretation of JJ Rousseau “general will”, even though the practical notion
3
Chief Oﬃcial Ethics Commission of the Republic of Lithuania, Presentation to OECD Symposium on Lobbying:
Enhancing Transparency and Accountability
4
Contrary to the Lobbyist accredited to the European Parliament who amount to 5071 http://www.europarl.europa.
eu/parliament/expert/lobbyAlphaOrderByOrg.do?language=EN
5
A Captive Commission – The Role of the Financial Industry, Alter-EU, November 5 2009
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of democracy was limited. Generally, the main idea is that there is no need for
lobbying since the French tradition uses the classical top down approach, which
serves for the beneﬁt of the people. This again is said to derive from Rousseau’s
interpretation of the unitary state providing for a clear linkage between the
general public and the state.
Thus, there is little use and only a limited role in this tradition for interest
groups and their representatives. Within this system so far there is only limited
to no control at all on lobbying. It may however give rise to ethical questions
and discussion as we see later on.6
The other system that has gained more importance over the last years is
what we can call the „communist“ or „Marxist“ tradition. In this system there
has also been no greater history of lobbying but mainly due to the fact that
the state was governed by the party alone (top – down state control). Lobbying under this system either takes the form of corruption and at worst
treason. Main actors in this ﬁeld are old party members that have made the
change from politics to the industry and still possess powerful connections
to the state. Others refer to this as a „culture of informality“ which describes
at best a person who possesses connections to the government and is willing to use them or even an „informal network“ which is willing to provide
support to each other.7
So, when looking at the diﬀerent traditions, it becomes apparent that there are
diverging views on the balance of State and public authorities as well as various
approaches on perceiving the legitimacy and interest of representation. So where
are the opportunities for the South and Eastern European countries today?
After the last enlargement in 2007, about one third of the EU Member
States have used the old “Marxist” lobbying system and are thus only partially represented on the international/EU lobbying scene. It was found that
even though the representation in Brussels is growing “they still account for
less than 2% of the Brussels based lobbying community”.8 It is still viewed
as more eﬃcient to lobby on national level rather than on EU level. So far,
interest groups of the CEES and SEES still lack the required knowledge and
experience to operate on EU level and its liberal regime. In order to do so it
is necessary to look at who should be lobbied at the EU as well as some basic
strategies for eﬀective lobbying.
Within the EU only Hungary, Lithuania, Poland and Italy have legislation on lobbying
Åse Berit Grødeland. ‘Informal Networks and Corruption in the
Judiciary: Elite Interview Findings from the Czech Republic, Slovenia, Bulgaria and Romania’, paper presented at the
World Bank conference on “New Frontiers of Social Policy”, Arusha, December 2005.
8
Borragan, N. P.-S. (2002). Coming to Terms with European Union Lobbying: The Central and Eastern European
Experience, in: Warleigh, A. and Fairbrass, J., (Eds.). Inﬂuence and Interests in the European Union: The New Politics of
Persuasion and Advocacy. London, Europa Publications: 160-184.
6
7
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Who should be lobbied at the EU?
Despite the fact that when working as a lobbyist in Brussels one should
always lobby on all levels (regional, national as well as multination), the focus
shall be put merely on the three main institutions, namely the Commission,
the Parliament and the Council.

The Commission:
The Commission is regarded as the main place for Lobbyists even though
some argue that it is done via the parliament. However, the Commission takes
the main role in drafting legislative proposals and as we have seen before in the
case of the DG for Internal Market, it sometimes lacks the internal resources to
do so. This makes them reliant on expert opinions, formalised agreements or
ad-hoc meetings. These meetings are of great importance to the Commission
since it provides the EC with information on the whole Union. It is said that, “the
Commission has a substantial interest in the European encompassing index because
it can help to identify common European interests. The institution is not primarily
interested in information about Domestic encompassing index. But Commission is
interested in this kind of information on an ad hoc basis, when it needs to amend its
legislative proposal to achieve a compromise in the Council and the Parliament.” 9
In a report conducted on all three institutions it was concluded that „ individual
ﬁrms have a higher degree of access to the Commission (34%) and the Council (37%)
than to the EP (20%)“ whereas„ National associations have better access to the Council
(43%) than to the EP (37%) and the Commission (21%)“ and „European associations, in
turn, have a higher degree of access to the EP (38%) and the Commission (43%) than
the Council (11%).” 10 Despite these statistics the Commission considers lobbying
as necessary and as legitimate but based on conditions of transparency. It has to
be transparent and thus open to a signiﬁcant degree of public scrutiny.

The Parliament:
Over the years the European Parliament has received an increased legislative
role especially after the introduction of the Single European Act in 1987. Its
role was further increased by several new legislative procedures, the so-called
co-operation and the co-decision procedures. Its ability to amend Commission
Bouwen, P. (2002). A Comparative Study of Business Lobbying in the European Parliament, the European Commission
and the Council of Ministers. MPIfG Discussion Paper. Köln, Max-Planck-Institut für Gesellschaftsforschung. Pg. 15
10
EUROPEAN PARLIAMENT Directorate-General for Research, LOBBYING IN THE EUROPEAN UNION: CURRENT RULES
AND PRACTICES, AFCO 104 EN04-2003 at http://www.europarl.europa.eu/activities/committees/studies/download.
do?language=en&ﬁle=8651#search=%20lobby%20
9
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proposals and the increased cooperation with interest groups has made the
Parliament more independent from the other EU institutions. There are two
reasons why this can be interesting for the Parliamentarians. It was estimated
that already back in 2001 the Parliament had about 70000 individual contacts
between the MEP’s and the Interest groups. While MEP’s are elected on a
national level, they are, of course, in favour of what the general public thinks
since this can lead to a possible re-election. This so-called domestic encompassing index then will be brought forward at the European Parliament. Cases
highlighting the advantages and disadvantages are for example „The Shaken
Baby Syndrome“ or the „Herbal Medicine“ discussion.11 Because the Commission has already produced a detailed technical report, the Parliament has to
rely less on expert groups meetings but prefers fast information that provides
a diﬀerent viewpoint.

The Council:
The Council, even though more and more on the radar of the interest groups,
hardly provides access to those groups. It is more open to national associations
hence through this the Council is able to present information that can facilitate
the bargaining process among the Member States. Thus making it more of an
intergovernmental system. Or as Bouwen puts it „the Council’s critical access
good is Domestic encompassing index because it gives the Member States
information about the needs and interests of the domestic market.“
It becomes evident that, when looking at the diﬀerent institutions, a very
good strategy is needed in order to be able to inﬂuence on a greater scale. Each
institution has its own interest and is willing to accept information on diﬀerent topics, on speciﬁc needs and at diﬀerent stages of the legislative process.
Therefore, it is recommended to lobby on all levels and at any time. Because
of this, it is necessary to develop a good strategy.

Eﬀective Lobbying:
Sun Tzu once said in his book the „Art of War“ that a „strategy without tactics
is the slowest route to victory“. So, in order to avoid this, a lot of groups have
been formed that have specialized on the speciﬁcs of European Union lobbying. The most important points that should be remembered when lobbying
each institution are the following.
11
http://www.europarl.europa.eu/activities/committees/studies/download.do?language=en&ﬁle=8651#search
=%20lobby%20
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Preparation:
• Is Intelligence, i.e. information gathered not from common facts
• Know the key players, what is happening at what time so you can act
appropriately

Strategy:
• Must have an objective
• Know the results that the political outcome may present to you
• Know who will be able to present the case best
A lobbyist from Brussels also helped to answer the most important questions in lobbying, namely the 5 „W“ questions by asking „who” say’s “What” to
“Whom”, “When” and “How”?

• Develop strong reputation
• Go on meetings rather than lunch12
These are just some of the tools that can help one present a good case in front
of the oﬃcials. However, it is always necessary to adapt to the situation and to
be open for change. In the case of the CEEC and the SEEC and the still present
lack of information of the processes, it can be wise to form alliances with other
institutions of the same ﬁeld or pass the case to a Brussels based institutions.
One thing that never changes when lobbying on either domestic or international level are the biggest mistakes such as: to provide inappropriate brieﬁng
materials, to start too early or too late with the lobbying, to fail to understand the
processes and procedure and even to approach the wrong person altogether.13
Once presented with a quality strategy, there are many possible ways that
can be chosen. The two most prominent ones at the moment ar the so-called
Grass Root Movement and its counterpart the Astro-turf.

Who:
• Choose the right person and equip with the right information
• Form alliances if necessary: NGO = too emotional, Industry = too strict

What:
•
•
•
•

Information must be credible
Well reasoned
Supported by facts
Independently veriﬁed

Whom:
• Choose the right institution
• Know how decisions are made and passed
• Evaluate who will be for/against/undecided towards your stand

Grass Root Movement:
This is the classical type of a bottom up strategy whereby a group, individuals or smaller institutions ﬁrst take steps on a local level. Its aim is to provide
alternatives to the existent power structures. This is particularly interesting for
local NGOs and other smaller institutions. The methods used are known to all
and include everything from handing out information about the institutions,
smaller and medium sized demonstrations and signing petitions. The strategy
under this method has greater impact when united with other institutions
following a similar line of though. A prime example of this movement is the
originating from America „Earth Day“ which is celebrated every April 22nd since
the 1970s. It started oﬀ with 20 million followers and has now risen to 200 million followers from over 141 countries. They now even provide information and
proposals for the UN – climate convention.

When:
•
•
•
•

Timing is very important
Get in early
Try to anticipate the next steps of the legislative process
Don’t stop there, carry on throughout the legislative process

How:
• Short mission-statements containing facts

180

Astro-Turf:
Can be termed as being the antagonist of the „grass root“ movement
whereby big ﬁrms and lobbying companies instigate an event or happening
that appears to be grass root but is actually aimed at deceiving the public by
providing false information. There are several cases to be found that originate
Mack R. „Lobbying eﬀectively in Brussels and Washington – Getting the Right Results,“
Burson-Marsteller Report: „The Deﬁnitive Guide to Lobbying the European Institutions“ at http://burson-marsteller.
eu/newsroom/2006/10/burson-marsteller-report-the-deﬁnitive-guide-to-lobbying-the-european-institutions/
12
13
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from the US such as the EXXON Mobil scam of an alleged amateur ﬁlm on
YouTube about „Al Gores Penguin army.“
The EU draws from examples of the Member State where such cases arise.
The most recent example is the case of a French price-comparing website that is
owned by one of the largest French supermarket chains. This website then was
used for corporate advertising and not for providing independent and professional price comparison.14 As a result the EU has produced a guidance paper
on „unfair commercial practices“ where misleading actions are termed as „a
commercial practice shall be regarded as misleading if it contains false information
and is therefore untruthful or in any way, including overall presentation, deceives
or is likely to deceive the average consumer, even if the information is factually
correct ... and in either case causes or is likely to cause him to take a transactional
decision that he would not have taken otherwise:”15 Because of such instances
the EU has passed several regulations and white papers dealing with this issue
and in the following paragraph they will be presented in brief.

than an obligation. However, such change is still within the legal boundaries
since a commissioner has a one-year blockage to join the industry. Transparency organisations want to raise this to at least two to three years.
Other changes include a mandatory register, as already existent for the parliament, common to all institutions, by the year of 2014. However, this is still far
fetched since the register only has a very limited participation. As mentioned
before, there are only about 6000 registered lobbyists at the Parliament who
stand in contrast to the estimated numbers. Among ten priority reforms, called
for by ALTER-EU, are the introduction of safeguards against corporate dominance
of advisory groups consulted by the Commission when drawing up draft legislation, revising conﬂict of interest rules for EU decision-makers, primarily by closing
the ‘revolving door’ of oﬃcials moving into industry lobbying jobs.17
The following are the procedures and regulations that are advised to be
followed at the moment.
1. European Commission’s “Minimum requirements for a code of conduct
for lobbyists”
• Identify themselves by name and by the entity (ies) they work for or represent;
• Not misrepresent themselves as to the eﬀect of registration to mislead
third parties and/or EU staﬀ;
• Declare the interests, and where applicable the clients or the members,
which they represent;
• Ensure that, to the best of their knowledge, information which they provide is unbiased, complete, up-to-date and nor misleading;
• Not obtain or try to obtain information, or any decisions, dishonestly;
• Not include EU staﬀ to contravene rules and standards of behaviour applicable to them;
• If employing former EU staﬀ, respect their obligation to abide by the
rules and conﬁdentiality requirements which apply to them

EU Regulations on Lobbying:
Rules and regulations on lobbying diﬀer at each of the EU institutions. Even
though their wording is similar, the methods of enforcing them are very limited.
This stems from the fact that they are either, „regulations“, „code of conducts“
or just an outline of procedures. Transparency International and other groups
dealing with this issue have called for a common register for lobbyists as well
as uniﬁed rules on public diplomacy and political communication. A big issue
they are trying to tackle is the one of conﬂicting interests.
Just recently two commissioners, namely Günter Verheugen (Ex-Commissioner for Enterprise and Industry) as well as Benita Ferrero – Waldner (Commissioner of RELEX) have taken roles with the Royal Bank of Scotland as well
as the Munich Insurance Group respectively.16 Such people, of course, are vital
cooperation partners for the industries, not only due to the numerous contacts
they still possess but also about the inside knowledge of the European system.
Even though they are asked to handle such topics with discretion, i.e. not to
leek important information, it acts more as a friendly recommendation rather
The Register, „EU rolls out astroturf guide for consumer laws“ at http://www.theregister.co.uk/2009/12/08/eu_
consumer_protection_laws/
15
COMMISSION STAFF WORKING DOCUMENT, „GUIDANCE ON THE
IMPLEMENTATION/APPLICATION OF DIRECTIVE 2005/29/EC ON UNFAIR
COMMERCIAL PRACTICES,“ Brussels, 3 December 2009 at http://ec.europa.eu/consumers/rights/docs/Guidance_
UCP_Directive_en.pdf
16
Abkühlphase nötig: ALTER-EU protestiert gegen weitere Seitenwechsel von Ex-EU-Kommissaren at http://www.
lobbycontrol.de/blog/index.php/2010/05/abkuhlphase-notig-alter-eu-protestiert-gegen-weitere-seitenwechselvon-ex-eu-kommissaren/

2. European Parliament’s “Rules of Procedure Rule 9: Members’ ﬁnancial
interests, standards of conduct and access to Parliament ”
• The Quaestors shall be responsible for issuing nominative passes valid
for a maximum of one year to persons who wish to enter Parliament’s
premises frequently in order to supply information to Members within
the framework of their parliamentary mandate in their own interests
or those of third parties.
• In return, those persons shall be required to:

14
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17

http://www.corporateeurope.org/lobbycracy/content/2010/04/lobby-debate-resumes-eu

183

•
•
•
•

Respect the code of conduct published as an annex to these Rules of
Procedure;
Sign a register kept by the Quaestors.
That register shall be made available to the public on request in all of
Parliament’s places of work and, in the form laid down by the Quaestors, in its information oﬃces in the Member States.
The provisions governing the application of this paragraph shall be
laid down in an annex to these Rules of Procedure (3).

3. European Parliament’s “ANNEX X: Provisions governing the application of
Rule 9.4 – Lobbying in Parliament
1. In the context of their relations with Parliament, the persons whose names
appear in the register provided for the Rule 9(4) shall:
• e) Not circulate for a proﬁt to third parties copies of documents obtained
from Parliament
• f) Comply strictly with the provisions of ANNEX I, Article 2 (Transparency
and Members ﬁnancial interest)
• j) In order to avoid possible conﬂicts of interests, obtain the prior consent
of the Member or Members concerned as regards any contractual relationships with or employment of a members assistant and subsequently satisfy
themselves that this is declared in the register provided for in Rule 9(4)
Other regulations that determine the behaviour of lobbyists can be found in
the Ending Corporate Privileges and Secrecy around Lobbying in the European
Union (singed by 100+ NGO’s), The EC Treaty (esp. Article 213 & 287), The Code
of Conduct for Commissioners (“Independence and Dignity”), The Staﬀ Regulations (Articles 11-18) as well as The Code of Good Administrative Behaviour
(“Objectivity and Impartiality”).
Even though there is a lot of movement in the topic of lobbying, it is still
very diﬃcult to control all of it. Take for example the common register. Can the
register really be eﬀective given the nature of the European Union and the still
present inﬂuence of national governments? Lets take a look at the Council. The
members of the Council consist of national ministers. Thus, when including
people into the register one must deﬁne how far such a register should reach
hence “the Brussels-based Council is least-concerned with lobbying, most of
which happens in the member states ... Policies are most often decided by the
capitals, and permanent representations and the general secretariat only follows instructions.“ Does this mean that such registration has to stretch even to
the national governments, their ministers and industries? It will still take some
time to fully develop this system.
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Conclusion:
Rinus van Schendelen, the author of the book „More Machiavelli in Brussels“
stated in his book that “Lobbyists are not in the business of “Formal power”
but of “inﬂuence”. For them the formal powers and procedures, set by any new
treaty, only partially determine “how it really works.” This is a true statement
given the recent developments on the topic. And like every newly introduced
system there are advantages and disadvantages. The advantage that we can
see from this is that through lobbying it is possible to have a greater voice at
a national and European level. Especially for the new member states, we see
a growth in the formation of interest groups. With the interest of the larger
companies to be more competitive in the European markets as well as preferred
situations on human rights these groups want to be heard not only nationally
but also internationally.
It is true that lobbying is still met with some dismay and even some ignorance
but it is possible to avoid such situations by forming professional associations
that are able to represent the whole industry or ﬁeld of action. This can be done
via forming a lobbying consultancy, ﬁnding the right cooperation partners
in Brussels and even combining eﬀorts of interest groups and think-tanks or
relevant academics in order to increase the viability.
When one looks at the history of the lobbying tradition in Brussels we see
that the ﬁrst transparency initiative has been launched in 2005, and only in 2008
there were discussions of a mandatory register. In June 2008 the EU already
possessed its voluntary register and talks continue to work on this topic. Lobbying is a topic that is very important and necessary for everyone taking part but
it must be transparent and legitimate.

Tips and Statistics:
The 12 Deﬁnitive Tips for Effective Lobbying:
1. Be part of the thinking process:
As well as getting to the decision¬maker when an issue is ﬁrst appearing, establish processes to identify which issues will arise in future
which might require decision-makers to act.
2. Strategist - and move with history:
Some battles in the EU are un-winna¬ble head-on. Identify the direction of change and when necessary adapt to change, and inﬂuence
its direction, rather than trying to stop it.
3. Think politically: Identify the focus of political argument, the values
and interests involved, and the potential basis for consensus.
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4. In Brussels. Europeanising the message is important, and frequently it
needs politicising too: Defending purely national issues in Brussels is
diﬃcult if not often counter-productive - although a national argument
may be appropriate with some MEPs or a permanent representation.
5. Recognise - and utilise - the imperfect communications which are
endemic between and within EU institutions.
6. Be transparent:
Today’s political orthodoxy requires all interests to have the right to
be heard - so don’t be afraid to be totally open - about who you represent, or surprised about others being heard too. The EU institutions
are more transparent than most national administrations.
7. Allies, partners and coalitions:
Search for allies, and build coalitions whenever possible. Ad hoc and
temporary issue speciﬁc coalitions can be just as inﬂuential as long
standing partnerships.
8. Recognise that “sound science”, on its own. Is a poor lobbying message:
Support it with reference to the social and political choices that
decision¬makers must necessarily make.
9. Understand the policy-process- strategy interconnection:
In Brussels institutions and processes make a diﬀerence. Understand
the relationship between process and policy outcome. And timing is
always crucial, as is targeting the right people in the right way with
appropriate brieﬁng materials for the diﬀerent type of audience (ofﬁcial or politician).
10. Empower Brussels’ advocates:
Get beyond“ﬂyinﬂyout”lobbying.ThespeedandconstancyofEUdecision
making, and the compromises necessary, make it impossible for outsiders
to inﬂuence eﬀectively EU decision making. Be there on the ground.
11. Recognise and respect Europe’s diversity in culture, language, and
thought and where possible use it to your advantage.
12. Be creative:
S/he who crafts the compromise often wins in Brussels.

Helpfulness of Diﬀerent Information Sources - Breakdown by EU Institution 18
Your staﬀ
Your coleagues
Your personel research
Media
Industry representation
Constituency/ local information
NGO representation

Not at all helpful

Extremly helpful

Please, rate the following sources in terms of how helpful each one
is in providing you with what you need to make informed decision in your work.
European Commission
European Parliament
Member State Permanent Representation

Eﬀectivness of Industry Lobbying - Breackdown by EU Institution
Chemical
Energy
Transport
Financial services
HC/ pharmaceuticals
IT/ telecommunications
Electrical & electronics
Consumer goods/ food/ drinks
Utilities/ public services
Defence & aerospace
Retailing

Very poor

Exeptionaly good

Please, rate the following Industries ????? to your perception of their lobbying eﬀorts
18

Burson-Marsteller Report: The Deﬁnitive Guide to Lobbying the European Institutions (for all graphics)
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European commission

European Parliament

Member State Permanent
Representation
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How is information best communicated to you Breackdown by EU Institution
Meeting
Writenbrieﬁng material
Conference/ seminar workshop
Site visit
E-mail
Media
Dinner/ lunch brieﬁngs
Breakfast brieﬁngs
Phone

CHAPTER VII:

Evening receptions
Exhibition

INTERACTIVE WORKSHOP

DVD/ video

Not at all important

Very important

Please, rate each of the following on their level of importance in receiving information.
European commission
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European Parliament

Member State Permanent Representation
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Interactive Workshop - Accountability
and Transparency of
Listed Companies in South East Europe (SEE)
Geoﬀrey Mazullo
Geoﬀrey Mazullo is Principal of Emerging Markets ESG (www.
emergingmarketsesg.net) and Adjunct Professor of the School
of American Law (SAL) in Gdansk and in Wroclaw, Poland. He is
Chair of the Baltic Market Awards Committee, an initiative of the
Riga, Tallinn and Vilnius NASDAQ OMX Stock Exchanges to promote excellence in investor relations. From 2001-2009 he directed
the PFS Program (www.pfsprogram.org), a regional ﬁnancial
sector development project co-ﬁnanced by USAID and East-West
Management Institute. Previously he worked as a corporate governance analyst
with IRRC and ISS. Since the mid-1990s he has been directly involved in a number
of corporate governance initiatives across CEE. Since 2001 he has increasingly focused on ESG reporting by listed companies in emerging markets, postulating that
rigorous analysis and detailed reporting on ESG indicators bring internal beneﬁts to
the company and external beneﬁts to its shareholders and stakeholders.
On Thursday, June 3, 2010 Geoﬀrey Mazullo, Adjunct Professor, School of
American Law (SAL) – Poland, and Principal, Emerging Markets ESG, conducted
an interactive workshop entitled, “Accountability and Transparency of Listed
Companies in South East Europe (SEE).”
This was the fourth consecutive year that Mr. Mazullo contributed to the
Summer Seminar for Young Public Servants from South East Europe organized
by the Economic Policy Institute, Soﬁa.
At the outset, various terms were deﬁned, including: accountability, compliance; corporate governance; Corporate Social Responsibility (CSR); disclosure;
environmental, social and governance (ESG) reporting; socially responsible
investment (SRI); sustainability and transparency.
During the ﬁrst part of the workshop, Mr. Mazullo charted developments
leading towards increased ESG reporting by listed companies, globally, in
emerging markets, in Central and Eastern Europe (CEE) and in SEE. Citing a
variety of sources, the workshop aimed to demonstrate that corporate respon-
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sibility is a phenomenon involving both internalities within and externalities
surrounding a corporation. The careful analysis and eﬀective management of
these internalities and externalities brings both internal and external beneﬁts
to the corporation.
Following a presentation of environmental, social and governance (ESG)
indicators and their impact on corporate performance, participants analyzed
several mini-case studies about ESG reporting in CEE and SEE. Statistics about
reporting on CSR by the largest listed companies in CEE and SEE were presented;
comparisons with peers in other regions, including other emerging markets,
were made.
At the end of the workshop, public policy choices and public policy implications of ESG reporting were discussed. For example, participants analyzed
and debated the strengths and weaknesses of various corporate governance
models and compared/contrasted the stakeholder model with the shareholder
model.
Two presentations were delivered during the interactive workshop:
Presentation – Accountability and Transparency - EPI Summer Seminar
– June 3, 2010.pdf
Presentation – PFS Program Surveys – EPI Summer Seminar – June 3, 2010.
pdf
They are available on the Archive, Bulgaria, Capital Markets pages of www.
emergingmarketsesg.net. The entry is dated June 3, 2010 and a short version
is provided below.

Accountability and Transparency
of Listed Companies in SEE
Agenda
Deﬁnitions
Accountability, Disclosure and Transparency
Investor Relations
PFS Program Surveys:
- Investor Relations Online: 2001 – 2009;
- Survey of Reporting on CSR: 2003 - 2009
Best Practice in Investor Relations - Examples

Deﬁnitions
Compliance / Corporate Governance / CSR / Disclosure
to comply (with) (v) – to follow or to obey a law or regulation
Compliance (n) – fulﬁllment of a legal requirement or the provisions of a
regulation
Corporate Governance – The mechanism by which interested parties in a
corporation interact with each other and promote their interests.
Corporate Social Responsibility (CSR) – A concept that encompasses a
company’s interaction with all stakeholders. The concept can be contrasted
with shareholder value as the sole purpose of the corporation.
to disclose (v) – to provide information publicly, in compliance with law or
regulations requiring it
Disclosure (n) – the making public of information, in compliance with law or
regulations requiring it.

Deﬁnitions
SRI / Sustainability / Triple Bottom Line
SRI – Socially Responsible Investment (also known as Responsible Investment)
– A type of investment that uses extra-ﬁnancial data to analyze, evaluate,
monitor and select companies as part of the portfolio investment decisionmaking process. The SRI process can use a number of strategies, including:
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benchmarking; exclusion of certain companies; and or engagement with the
investee company/companies on ESG issues.
Sustainability – A concept focusing on the long-term viability of a company
or other entity.
Triple Bottom Line – People, Planet and Proﬁt. An alternative manner of
analyzing a company’s status, incorporating ESG criteria.

Anglo-US Corporate Government Model

Germany – Sustainability Reporting a Management Issue
The issue of sustainability is now so important to the DAX 30 companies that
54% of them have made it the direct responsibility of the board. Family-run
ﬁrms such as Beiersdorf, BMW, Henkel and Merck attach particular importance
to the issue of sustainability. This was one of the ﬁndings of a study by Union
Investment.
The study was based on a questionnaire on environmental, social and
corporate governance issues. It found that among the DAX companies, the
picture as far as their environmental management system was concerned
was a particularly positive one. 86 per cent of the companies in the German
benchmark index have had their environmental management systems certiﬁed
according to the internationally recognized ISO 14001 standard. The authors
identiﬁed a need for improvement as regards compliance with the labour
standards set by the United Nations International Labour Organization (ILO).
Only 64% of the DAX companies adhered to these standards fully.
The DAX companies also performed less well in relation to implementation
of the German Corporate Governance Code. Only 39% of them implement its
recommendations without exceptions or restrictions.
http://unternehmen.union-investment.de (Details about the study in German)
Souce: oekom research newsletter – 2/2010 – http://www.oekom-research.de/
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Japanese Corporate Governance System
A large board of directors (of as many as 50 members) usually contains only insiders
When a company’s ﬁnancial performance is poor, majority shareholders send
representatives to the company’s board of directors
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A Keiretsu is a group of closely-related Japanese companies: They own each
others’ shares and bonds, and give each other preferential treatment as business
partners. Each keiretsu is formed around a large bank. This diagram presents
the well-known Fuyo keiretsu with Fuji bank in the center.

German Corporate Governance System

Source: “Keiretsu and Industry Map” Tomokazu Ohsono

Korea: Samsung Group Cross Shareholdings
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The Polish Corporate Governance System

197

Management, the Board and Corporate Governance

Impact of Corporate Governance on Brand Value - 2005
“Executives see rewards in better governance”
Financial Times, Monday, February 14, 2005
A new survey entitled, “Business 2010” published by the conomist
Intelligence Unit (EIU) and sponsored by SAP AG, analyzes the impact of
corporate governance on brand value.
EIU interviewed more than 4,000 senior managers in 23 ndustrialized
countries. 50% were executive directors and 25% were chief executives/
managing directors.
80% think that good corporate governance will enhance their company’s
brand value by 2010.

Corporate Governance and Returns – UK – 2008
Why Disclose Information on ESG Issues?

Good governance gives 18% better returns over 5 years ABI report shows
clear link between corporate governance and returns
Responsible Investor, February 27, 2008
“Companies with the best corporate governance records have produced
returns 18% higher over a sixty-month sample period than those with the
poorest governance, according to a report by the UK Association of British
Insurers (ABI).
The study of 654 UK FTSE All-Share companies from 2003-2007 using
governance data from the ABI’s Institutional Voting and Information Service (VIS)
, also revealed that breaches of governance best practice reduces a company’s
industry-adjusted return on assets by an average of 1% per annum.
Other key ﬁndings of the report were that the worst oﬀending companies,
which breached guidelines in every year examined, underperformed the
average industry-adjusted return on assets by 3-5% a year. The ABI found that
there was a time lag of two to three years between any breach and the impact
on performance. The report said that the volatility of share returns for wellgoverned companies is 9% lower than for poorly governed companies.”
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The Value of Corporate Governance – US - 2009
Apple’s Steve Jobs takes medical leave
The Wall Street Journal
Friday – Sunday, January 16-18, 2009
“Mr. Job’s health is key to Apple. He is deeply involved in all aspects of the
company’s business and is widely credited for reviving the thenstruggling
computer maker in the late 1990s with hit products such as the iMac desktop
computer. More recently, Apple has churned out the iPod digital music player
and the iPhone and cemented a place as a leading consumer-electronics
maker.

only accounting indicators like liquidity and leverage but also the Accounting
and Governance Ranking metrics and market measures like stock volatility.
“We ﬁnd governance and transparency correlate with bankruptcy,” says Kaplan.
Under AI’s model 81% of the public companies that went bankrupt last year
would have been classiﬁed among the riskiest 10%.

Investment Criteria for CEE Emerging Markets 1999
Primary Criteria for Portfolio Investment Decisions in Listed Companies in
CEE Countries
ZEW study, October 1999
General

Microeconomic

The news, released after the close of regular trading in the U.S., sent Apple’s
shares down $2.58, or 3% to $82.75 Thursday afternoon on the Nasdaq Stock
Market.

Financial Markets
LIQUIDITY OF THE
PARTICULAR SHARE
97%

Some investors said they were reeling from the disclosure. Charlie Wolf, a
ﬁnancial analyst with Needham & Co., said the“Steve Jobs health” factor could
cause the stock to fall 10% to 15%. He added, however, “If it were life threatening,
I would anticipate that Steve would have resigned or the board would have
called for his resignation.””

Corporate Governance and Bankruptcy – US - 2010
Companies ﬂashing ﬁnancial danger signs
By Neil Weinberg – Friday, January 2010
Provided by Forbes
“Audit Integrity’s risk model incorporates the usual factors that go into
credit ratings, like balance sheet strength and earnings. But it also ﬁgures in
a measure of “accounting and governance” quality. The idea is that historical
data can uncover push-the-envelope accounting and help predict which ﬁrms
are likely to undergo ﬁnancial restatements, regulatory troubles, class actions
or severe ﬁnancial distress.

Primary Criteria for Portfolio Investment Decisions in Listed Companies in
CEE Countries
ZEW study, October 1999
General

Microeconomic

Financial Markets

MANAGERIAL
QUALIFICATION
93%

Recently Audit Integrity began assessing bankruptcy risk as well, using not
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Primary Criteria for Portfolio Investment Decisions in Listed Companies in
CEE Countries
ZEW study, October 1999
General

Microeconomic

Financial Markets

STABILITY OF LEGAL
SYSTEM
83%
STABILITY OF FINANCIAL
SYSTEM 81%

PRODUCTIVITY
83%

STABILITY OF POLITICAL
SYSTEM 83%

SECTOR GROWTH
83%

FINANCIAL
LEGISLATION AND
ENFORCEMENT 83%
CONTROLS ON CAPITAL
FLOWS
78%

Primary Criteria for Portfolio Investment Decisions in Listed Companies in
CEE Countries
ZEW study, October 1999
General

Microeconomic

Financial Markets

STABILITY OF LEGAL
SYSTEM
83%

MANAGERIAL
QUALIFICATION
93%

STABILITY OF FINANCIAL
SYSTEM 81%

PRODUCTIVITY
83%

STABILITY OF POLITICAL
SYSTEM 83%

SECTOR GROWTH
83%

LIQUIDITY OF THE
PARTICULAR SHARE
97%
FINANCIAL LEGISLATION
AND ENFORCEMENT
83%
CONTROLS ON CAPITAL
FLOWS
78%

CSR / ESG / SRI
Corporate Social Responsibility (CSR)
Explains how the company behaves
Environmental, Social and Governance (ESG) criteria
Codify what the company discloses / reports
Socially Responsible Investing (SRI)
How investors analyze companies according to their CSR practices and ESG
disclosures

What kind of information should a company that sells oranges
/ orange juice provide to investors and stakeholders?
Annual Report
Water Use
Supply Chain
Management Environmental Report
Climate change
Cash Flow
Crop Insurance
Labor Standards
Human Rights
Audit
Fair Trade
Market Share
Location of Orange Groves
Organic Certiﬁcation
Deforestation
Share Price
Management Discussion and Analysis
Financial Statement
Annual General Meeting
Dividend
Health & Safety
Pesticides
Bond Issues
Board Members
Management
Sustainability
Fruit vs. Juice Transportation

How should this information be organized?
Extra - Financial

Environmental, Social and Governance (ESG) Criteria

Financial

Environmental

Social

Governance

Over the past ﬁve years, the ﬁnancial industry has adopted the acronym ESG
(Environmental, Social and Governance) as the standard terminology for the
group of extra-ﬁnancial data that investors increasing evaluate as part of their
comprehensive investment review.
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Extra - Financial
Financial

Environmental

Social

Governance

Environmental

Climate change
Annual Report
Deforestation
Audit
Bond Issues
Environmental
Cash Flow
Report
Crop Insurance
Fruit vs. Juice
Dividend
Location of Orange
Fair Trade
Groves
Financial Statement Organic Certiﬁcation
Market Share
Pesticides
Share Price
Sustainability
Transportation
Water Use

Annual Report
Audit
Bond Issues
Cash Flow
Crop Insurance
Dividend
Fair Trade
Financial Statement
Market Share
Share Price
Transportation

Financial

Financial

Environmental
Climate change
Deforestation
Environmental
Report
Fruit vs. Juice
Location of Orange
Groves
Organic Certiﬁcation
Pesticides
Sustainability
Water Use

Extra - Financial
Social

Health & Safety
Human Rights
Labor Standards

Governance
Annual General
Meeting
Board Members
Management
Management
Discussion and
Analysis
Supply Chain
Management

Extra - Financial
Social

Health & Safety
Human Rights
Labor Standards

Governance
Annual General
Meeting
Board Members
Management
Management
Discussion and
Analysis
Supply Chain
Management

Investor Relations - Deﬁnition
Investor Relations
The mechanism by which a company, usually a company that issues bonds
or shares, provides information about itself to investors and maintains a
relationship with its investors.

Investor Relations vs. Public Relations
Public Relations - Relations with the Public at Large
Investor Relations - Relations with Investors
Investor relations diﬀers from public relations in terms of: the nature of
the institution disclosing information; the type of information disclosed;
the relationship between the institution disclosing the information and the
institution obtaining the information; and the purposes for which the disclosed
information is used.
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Investor Relations and Shareholders
Investor Relations - Relations with Investors
Investors have three groups of rights:
The right to information;
Financial rights; and
Voting Rights.
An eﬀective investor relations program provides investors with the
information to make investment decisions.

Investor Relations and Shareholders
Investor Relations - Relations with Investors
Shareholders have three groups of rights:
The right to Information;
Financial Rights; and
Voting Rights.
Right to Dividend
Right to buy/sell shares

Voting Rights at AGM / EGM
Right to propose an Agenda Item
Right to Nominate Board Members
New Share Issues

Environmental, Social and Governance (ESG)
Periodic Reports
Annual Report
Financial Statements
Agenda for the AGM
Agenda for any EGM
Information on Issues to be
Voted at the AGM/EGM
Dividend
Ad hoc / Ongoing Disclosures
New Share Issues
Website

Germany – IR Managers Increasingly Focus on ESG Issues
Two-thirds of Investor Relations departments in German joint-stock
companies regularly deal with ESG (environmental, social and governance)
issues, across a spectrum ranging from climate protection through social
standards to corporate governance. The general rule here is: the larger
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the company, the higher the degree of interest. This is one of the ﬁndings
of an online survey of companies in the German Stock Exchange’s Prime
Standard segment. The survey was carried out by the Society of Investment
Professionals
in Germany [Deutsche Vereinigung für Finanzanalyse und Asset Management,
DVFA] in collaboration with akzente kommunikation und beratung GmbH.
The activities of Investor Relations departments are, according to the IR
managers, guided both by demand from analysts and investors and by the
conviction that ESG issues impact on the value of companies. In general, they
say that companies from the DAX30 are better placed when it comes to ESG
issues. Their size and higher level of recognition among foreign investors mean
that they receive more enquiries from analysts.
The study is available (only in German) at:
www.akzente.de/template/service.php?lev1_id=4&lev2_id=11
Souce: oekom research newsletter – 12/2009 – http://www.oekom-research.de/

Reporting in Central and Eastern Europe
(CEE) as well as South Eastern Europe (SEE)
From 2000-2009 ongoing, incremental improvements in ﬁnancial disclosure,
in response to national legislation and eﬀorts to harmonize with European
Union (EU) legal requirements related to accounting, audit, corporate
governance and ﬁnancial disclosure. �
Despite the presence of international institutional investors in the large
markets, a (perceived) lack of demand for disclosure in English in many markets,
at least until EU accession.
Until very recently (2008-2009), a (perceived) lack of urgency for
benchmarking with best practice and international standards in extra-ﬁnancial
disclosure.
(Perceived) lack of appreciation of the beneﬁts (internal and external) of
an eﬀective investor relations/environmental, social and governance (ESG)
reporting program.
(Perceived) lack of appreciation of the company website as a low-cost
platform to market the company, its products/services and its bonds/shares.
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PFS Program Surveys

Investor Relations Online: Survey of Websites

Investor Relations Online: 2001 - 2009

of the Ten Largest Listed Companies in 11 CEE Countries

Background

August 2009

Timetable and Universe
August 2001, February 2002, August 2002,
February 2003, August 2003 and February 2004
Eight CEE Candidate Countries for European Union (EU) Membership
August 2004 and February 2005
Eight New Member States of the EU, Bulgaria, Croatia and Romania
August 2005
Eight New Member States of the EU, Bulgaria, Croatia and Romania
Greece and Turkey
February 2006
Eight New Member States of the EU, Bulgaria, Croatia and Romania
Portugal and Spain
August 2006, February 2007, August 2007, February 2008, August 2008,
February 2009 and August 2009
Eight New Member States of the EU, Bulgaria, Croatia and Romania
Brazil, Russia, India and China (BRIC) as well as Ukraine

Partners for Financial Stability (PFS) Program
www.pfsprogram.org
Investor Relations Online:
Survey of Websites
of the Ten Largest Listed Companies
in 11 Central and Eastern European
(CEE) Countries
Seventh Comparison with Peers in BRIC and Ukraine
August 2009

Bulgaria

Croatia

Lithuania
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Czech Rep.

Poland

Estonia

Romania

Hungary

Slovakia

Executive Summary
In this edition of the survey, disclosure of detailed governance information
increased in all categories surveyed, except in local-language website category,
where a slight decrease was recorded.
91% of the companies surveyed provide a list of management online. This is
the largest percentage recorded since the surveys began in 2001 and represents
a slight increase vis-a-vis 84% in February 2009, 88% in August 2008 and 90% in
February 2008. 68% of the companies surveyed provide additional information
about management online; this is also the largest percentage recorded since
the ﬁrst survey, representing an increase vis-a-vis 61% in February 2009, 64%
in August 2008 and 63% in February 2008. 89% of the companies surveyed
provide a list of board members online, compared with 85% in February 2009,
91% in August 2008 and 87% in February 2008. 64% of the companies surveyed
provide additional information about board members online; this is also a
record high percentage, compared with 56% in February 2009, 61% in August
2008 and 52% in February 2008.
The survey and this presentation contain the following information:
- Current data on 110 companies in 11 CEE countries;
- Separate data on 80 companies in eight CEE countries that joined the
European Union (EU) on May 1, 2004;
- Separate data on 30 companies in Bulgaria, Croatia and Romania;
- Comparisons of the data from this current survey with data from the previous
16 surveys conducted every August and February since August 2001; and
- Separate data on 40 companies in Brazil, Russia, India and China (BRIC)
as well as 10 companies in Ukraine.

Latvia

Slovenia
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Survey of Websites
of the Ten Largest Listed Companies in 11 CEE Countries
Local Language and English-Language Websites: 2001 - 2009

BRIC
UA

Investor Relations Online: Survey of Websites
of the Ten Largest Listed Companies in 11 CEE Countries
August 2009
Investor Relations Online: Survey of Websites
of the Ten Largest Listed Companies in the BRIC Countries
(Brazil, Russia, India and China) and Ukraine
August 2009
In August 2006 the PFS Program conducted an inaugural survey of the websites
of the ten largest listed companies (by market capitalization) in the BRIC countries
- Brazil (BR), Russia (RU), India (IN) and China (CH) – as well as Ukraine (UA).
The survey was conducted a second time in February 2007, a third time in August
2007, a fourth time in February 2008, a ﬁfth time in August 2008, a sixth time in
February 2009 and a seventh time in August 2009.
The purpose of this component of the survey is to compare the disclosure practices
of listed companies in 11 CEE countries with those of peers in other emerging
markets.

Brazil
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Russia
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China
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Investor Relations Online: Survey of Websites
of the Ten Largest Listed Companies in BRIC and Ukraine
August 2009

Investor Relations Online
The Ideal Website – Best Practice in CEE
August 2009
The Ideal Website – Best Practice in CEE
On August 17, 2009 64 of the 110 companies surveyed in CEE (58%) disclose
information in all of the categories analyzed in the basic PFS Program survey:
local language website; local-language website; list of management; list of board
members; additional information on management; list of board members; and
additional information on board members. These 64 companies in CEE were analyzed
further regarding the above-mentioned ideal website recommendations.
This percentage is an increase in comparison with February 15, 2009 when 52 of
the 110 companies surveyed in CEE (47%) disclosed this basic information.
On August 15, 2008 56 of the 110 companies surveyed in CEE (51%) disclosed this
basic information, compared with 51 of the 110 companies surveyed in CEE (46
%) on February 15, 2008.

Investor Relations Online
The Ideal Website - Recommendations
August 2009

Investor Relations Online
The Ideal Website – Best Practice in CEE
64 of 110 Companies in CEE – August 2009

The Ideal Website – Recommendations
Best practice in the European Union (EU) and internationally suggests that the ideal
website contains the following information:
• a list of members of management / management board;
• a list of members of the board of directors / supervisory board;
• a brief description of the educational and professional background of each
person;
• the scope of responsibilities of each person;
• a brief description of functions held by each person in other companies/
institutions;
• a description on the shares in the company held by each person; and,
• a photograph of each person.
Some of these information is available on the websites of many companies surveyed,
but all of this information is available on the websites of very few companies.
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Investor Relations Online
The Ideal Website – Best Practice in CEE
64 of 110 Companies in CEE – August 2009
The Ideal Website – Best Practice in CEE
On August 17, 2009 29 of the 110 companies surveyed in CEE (26%) provide all of
the “ideal” recommended information:
• Five companies provide information directly on their company website; and
• 24 companies provide information indirectly through an annual report
available
online.

of the companies surveyed in Ukraine (10% disclosed this basic information.
On August 15, 2007 36 of the 40 companies surveyed in BRIC (90%) and two of the
companies surveyed in Ukraine (20%) disclosed this basic information.
Investor Relations Online
The Ideal Website – Best Practice in BRIC and Ukraine
37 of 50 Companies in BRIC and Ukraine – August 2009

Furthermore 25 companies surveyed provide all of the information except one
element:
• Two companies provides all information except for the photographs online;
• Two companies provide all information except for a brief description of functions
held by each person in other institutions;
• Five companies provide all information except for a description of shares held by
board members; and
• Sixteen companies provide all information except for a scope of responsibilities.
Investor Relations Online
The Ideal Website – Best Practice in BRIC and Ukraine
August 2009
The Ideal Website – Best Practice in BRIC and Ukraine
On August 17, 2009 36 of the 40 companies surveyed in BRIC (90%) disclosei
nformation in all of the categories surveyed in the PFS Program survey: local
language website; local-language website; list of management; list of board
members; additional information on management; and additional information on
board members. One company in Ukraine (10%) discloses information in all of the
categories surveyed in the PFS Program survey.
These 37 companies in BRIC and Ukraine (74%) were analyzed further regarding
the above-mentioned ideal website recommendations.
Please note:
On February 16, 2009 33 of the 40 companies surveyed in BRIC (82.5%) and one of
the companies surveyed in Ukraine (10%) disclosed this basic information.
On August 15, 2008 35 of the 40 companies surveyed in BRIC (87.5%) and one of
the companies surveyed in Ukraine (10%) disclosed this basic information.
On February 15, 2008 – 33 of the 40 companies surveyed in BRIC (82.5%) and one
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Investor Relations Online
The Ideal Website – Best Practice in BRIC and Ukraine
August 2009
The Ideal Website – Best Practice in BRIC and Ukraine
On August 17, 2009 12 of the 50 companies surveyed in BRIC and Ukraine (24%)
provide all of the “ideal” recommended information:
• Six companies provide information directly on their company website; and
• Six companies provide information indirectly through an annual report available
online.
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Furthermore 15 companies surveyed provide all of the information except one
element:
• Two companies provides all information except for a brief description of functions
held by each person in other institutions;
• Two companies provide all information except for description of shares held by
board members;
• Two companies provide all information except for the photographs; and
• Nine companies provides all information except for a scope of responsibilities.

Survey of Reporting on Corporate Social
Responsibility (CSR) by the Largest Listed
Companies in Eleven Central and Eastern
European (CEE) Countries
Warsaw, Poland
September 2009

PFS Program Survey – Reporting on CSR
Timetable and Universe
August 2003 and April 2004
Eight CEE Candidate Countries for European Union (EU) Membership

Bulgaria

August 2004 and April 2005
Eight New Member States of the EU, Bulgaria, Croatia and Romania
September 2005
Eight New Member States of the EU, Bulgaria, Croatia and Romania
Greece and Turkey
April 2006
Eight New Member States of the EU, Bulgaria, Croatia and Romania
Portugal and Spain
September 2006, April 2007, September 2007, April 2008, September 2008, April
2009 and September 2009
Eight New Member States of the EU, Bulgaria, Croatia and Romania
Brazil, Russia, India and China (BRIC) as well as Ukraine

Croatia

Lithuania













Czech Rep.

Poland

Estonia

Romania

Hungary

Slovakia

Latvia

Slovenia

Corporate Governance
Disclosure of audit information
Disclosure of details concerning governance structure - speciﬁcally,
management and supervisory board/board of directors
Disclosure of the company’s shareholder rights policy
Disclosure of compliance with a Corporate Governance Code
Disclosure of company’s internal Code of Business Conduct/Code of
Ethics
Social Policy
Stated compliance with industry- speciﬁc national/international regulations
regarding human rights, labour standards and labour legislation
Disclose community patronage/sponsorship programs
Disclose employee development or employee beneﬁt policies
Disclose health and safety policy
Disclose employment policy
About the Partners for Financial Stability (PFS) Program

The United States Agency for International Development (USAID) established the
Partners for Financial Stability (PFS) Program in 1999 as a public-private partnership
to help complete reforms necessary to create sound, private and well-functioning
ﬁnancial sectors in the eight Central and Eastern European (CEE) countries that have
since joined the European Union. In 2005, the geographical focus of the program
shifted to South East Europe (SEE).
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East-West Management Institute (EWMI), a New York-based not-for-proﬁt
organization, is currently the primary implementing partner.
The PFS Program is mandated to ﬁll remaining gaps in the institutional development
of the ﬁnancial sector in CEE and SEE countries through regional integration and
cooperation, selective technical assistance programs and the practical application
of lessons learned in neighboring countries. The substantive areas covered under
the PFS Program are: accounting, auditing, banking, capital markets, insurance
and pension reform. For more information, please visit the PFS Program website
at www.pfsprogram.org.
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