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Dear Colleagues, Partners and Friends,
It is our pleasure to present to your attention the current publication consisting
of the written and/or revised versions of the presentations and speeches delivered
during the 2013 Summer Seminar for Young Public Policy Professionals from South
Eastern Europe and the Black Sea region. The fourteenth consecutive edition of the
traditional five-day-long international forum, held in the period June 3 - 7, 2013 in
the Albena resort at the Bulgarian Black Sea cost, was organized by the Economic
Policy Institute, Sofia (EPI) thanks to the kind financial support of the Hanns Seidel
Foundation and the Representation of the European Commission in Bulgaria.
The long-term regional project was launched in 2000 by the late Ivanka
Petkova, Founder and First Chairperson of EPI, with the joint project support of the
Bertelsmann Foundation and the World Bank in order to contribute to meeting the
most visible and pressing challenges for South-Eastern Europe (SEE) at that time –
building administrative capacity for meeting EU requirements and preparing for EU
negotiations and fostering regional cooperation. The Summer Seminar targeted
initially young experts from Bulgaria and Romania and nowadays it involves representatives from altogether fifteen SEE and Black Sea countries – Albania, Armenia,
Azerbaijan, Bosnia and Herzegovina, Bulgaria, Croatia, Georgia, Macedonia,
Moldova, Montenegro, Romania, Russia, Serbia, Turkey and Ukraine.
The 14th Summer Seminar edition entitled "Public Policy Challenges - European
and Regional Dimensions" brought together a diverse group of 32 promising young
public policy professionals from state institutions and policy-oriented research
centers of nine of the targeted SEE and Black Sea countries. Traditionally, the
international seminar gathered also a great number of distinguished speakers international and local experts, ambassadors, practitioners and academics from
the EU-member states, international organizations, as well as from SEE and the
Black Sea region. By introducing important and up-to-date issues, relevant not only
for the EU member states but affecting also the countries with future membership
perspective as well as the EU neighboring countries, this year’s prominent lecturers
provoked the attention of the participating young experts, which resulted in fruitful
discussions and networking.
Throughout its fourteen-year history the Summer Seminar considerably developed and nowadays it enjoys a particularly positive reception and high recognition
in South Eastern Europe, the Black Sea region and beyond. Due to its frameworks
providing a platform for training, exchange of knowledge, ideas and experience,
this well-established regional initiative and its follow-up activities including
this publication of the seminar proceedings proved to be mutually beneficial for
lecturers and participants, but also for a variety of stakeholders in the targeted
12
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regions. Having in mind the transformation challenges and the different paths the
above-mentioned countries are currently following the Seminar aims at serving
as an appropriate tool for bringing together and fostering cooperation amongst
professionals from neighbouring countries which very often lack personal contacts
to their counterparts. Furthermore, these project efforts seek to feel the gap between
ready-to-use solutions from different political, economic and administrative systems and regional particularities through stimulating an active brainstorming for
the application of tailor-made ideas and eventually achieving spill-over effects in
South Eastern Europe and the Black Sea region.
Last but not least, by publishing this issue in a limited number of copies and freely
disseminating it to all participants, lecturers and stakeholders in the fifteen targeted
SEE and Black Sea countries, we at EPI believe not only to actively contribute to the
widening of beneficiaries’ circles but also to contribute to improving the perceptions
and the image of the South Eastern Europe and the Black Sea region as a whole.

Yasen Georgiev
Executive Director
Economic Policy Institute
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Desislava Petrova
Director “European Programmes
and Projects”
Economic Policy Institute

WELCOMING ADDRESSES
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Prof. Dr. András Inotai
Honorary President of the Economic Policy Institute
Ladies and Gentlemen, dear participants in the 14th
Summer Seminar organized by the Economic Policy
Institute, Sofia!
I would like to welcome all of you, both from South
Eastern Europe with membership perspective, from the
Eastern Partnership countries without such promise at the
moment and, of course, from Bulgaria, a new member of
the European Union.
I very much regret that due to other obligations, for
the first time since a decade, I am not able to attend
the seminar and enjoy a fruitful, problem-oriented and
future-focused discussion with you. The more I regret it, because the European
integration has entered another critical stage of its history, certainly not the
first and probably not the last one.
First, the EU has to redefine its role and position in the rapidly changing global
environment and hopefully also its mission for the first half of the 21st century.
In contrast to the Lisbon Strategy covering the first decade of our century, the
EU-2020 program has rightly identified not only the United States but also the
emerging economies, not least China as partners and competitors of Europe.
Second, the halfhearted project of the economic and monetary union not
without political compromises and with some birth failures has entered a critical
stage. Among the different scenarios for the future of the common currency
(such as breakup of the currency union, splitting the Eurozone into two blocs
one with strong, the other with a weak euro, or just the abandoning of the currency union by Germany or a quick deepening of the integration process) only
the last one, namely a fiscal union accompanied by a political union seems to
strengthen the integration process in general and the global position of the
EU, in particular.
Third, different lines of intra-EU fragmentation have to be addressed by fostering the critical minimum of cohesion, a key requirement of the sustainable
integration process, both among the member countries and among different
social and income groups within the individual members. The history of the
European integration clearly shows the relevance of solidarity. However, today
this solidarity has been manifestly weakened as a result of globalization and,
more importantly, the impact of the global financial, economic and social
crisis, leading to growing income and welfare gaps among and within the
member countries. In addition, it has to be changed from the traditional oneway solidarity (from rich to poor countries and people) to a genuine two-way,
16
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mutual, reciprocal solidarity in the next stage of the construction of European
integration.
Fourth, the European integration can be characterized by clear dividing lines
the overcoming of which requires a new understanding and state-of-the-art
implementation of solidarity. On the one hand, we can register a growing gap
within the Eurozone between countries with strong and with weak fiscal (and
competitive) positions. On the other hand, the development gap between the
„old” and the „new” member countries proved to be far away from overcoming it, although the first years of accession gave a clear impetus to narrowing
the traditional gap. Finally, a new fracture between the two leading countries
of the integration, namely Germany and France has already appeared on the
horizon. Despite repeated political commitments, there have been emerging
different economic policy priorities and patterns of social behaviour as a result
of the impact and the (successful) management of the crisis. No question that
any deepening of the integration, including the finalization of the internal market project, fiscal union and decisive steps towards the political union would
create not only a new quality of integration but would exert pressure on the
internal cohesion of the EU, for not all member countries are ready, able or just
willing to follow such an accelerated process with transposition of traditional
sovereignty rights deeply rooted in the „nation-state” mentality and practice.
This will be a difficult and complicated process not without some recession or
delay, even if more and more politicians and representatives of the societies
have started to understand that Europe’s place in the global map definitely
needs a different interpretation of „national sovereignty” based on the challenges and opportunities of the 21st century.
Fifth, deepening and further enlarging of the European integration has to be
closely linked together. Any one-way policy would rather weaken then strengthen Europe’s global position. A one-sided deepening would not remain without
risky and dangerous developments in the direct neighbourhood of the EU. In
this case, the management of the political, economic, social and probably also
ideological costs would fully destroy the potential benefits of deepening. On the
contrary, widening without deepening could undermine the current structure
of the European integration and certainly weaken Europe’s global position. The
„reconciliation” of the historical tasks of deepening and widening requires a
long-term and reliable strategy not only from the community-level institutions
but also from the member countries and the international media.
With these personal thoughts I would like to wish the 14th Summer Seminar
not only success and challenging interactive discussions but also an important
contribution to the construction of Europe of the 21st century.
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Kristalina Georgieva
European Commissioner for International Cooperation, Humanitarian Aid and
Crisis Response
It is my privilege to be here, because the audience
brings together young people in public administration
from countries that more and more need to integrate and
the future of Europe will be in your hands. I understand
that here there are people from countries, which are already members of the European Union, Croatia is going
to be a member soon and also there are representatives
of non-member countries. It is a very good mixture. What
I want to leave with you as my reflection of three and a
half years serving in the European Commission during the
most difficult and not yet over economic crisis since the Second World War are
exactly three messages:
First, if you look at the history of Europe and the history of the world with
a question “What helps a country that is poor or relatively poor to get rich?”,
whether we talk about Finland and Norway or we talk about South Korea and
Singapore, there would be always three features. So it is not really a magic! The
three features are – you need first, as an unquestionable condition, strong and
honest institutions and respect for the rule of law and then you need a good
infrastructure and then you need highly educated people. But without public
administration that is capable to gain the trust of people and businesses, no
country has ever managed to change its own fate. And that is in your hands!
The second message I want to leave to you is that in Europe today we have
all the chance to come out of this crisis stronger and we need it because the
competitive environment in which you operate is becoming harsher and harder
and faster moving by the day. I was quite taken aback when I realized that in
the last ten years Europe has fallen behind the United States in productivity by
almost 10 percentage points – so we are now two third of US productivity. Well,
guess what! Either we learn to work more and more productively or we have to
learn to live with less. There is no middle way! But the crisis forces us to make
decisions in terms of reforms that ultimately lead to more competitiveness. We
make these decisions also in the Commission, but sometimes it takes a lot of
time and energy. Just two days ago we had a discussion on the future of the
banking union – there is a very crucial reform to be taken in creating a common cushion for our banks, creating a mechanism to guarantee our deposits
that integrates the deposit guarantee schemes of all member states. It would
not be easy, it would take probably ten years, but it would push us up in terms
19

of functioning of the common market in a way that we all individually and as
societies would benefit.
My third message is for those countries that are not yet members, but aspire
to be so – don’t give up on this. It would not be strange for the host that comes
from a country that has become member recently to hear from me that the
best thing that ever happened to my country in our modern history is that
we have become member of the European Union. It is a completely different
perspective! Even when we have hard times, even when here in Bulgaria we go
through political turmoil, the long-term chance for our people to live better is
guaranteed by this membership. We were lucky to get in, but unlucky to get
in when Europe got into crisis! That pushed a tension to Bulgaria a little bit on
the side. But that would change because we would come out of the crisis, but
it will take some more time obviously. But don’t give up on strong Europe, don’t
let the current turbulences to make your believe that individually we have a
better chance. When we are competing with the giants like China, India, Russia
and Brazil we can only compete together - 5 hundred million Europeans and
when we get more members we will be even more. Even Germany, our largest
economy on its own is not going to make it in this world. So hold on that, but
more than anything else hold on the networking you are building between
each other. If I go back to the point I started from, without honest, strong and
functioning institutions everything else is for the birds!
I learned that the success of this seminar is that it has turned into a permanent feature, but also its real success would be when it is not needed anymore
because we all have honest functioning institutions and the job is done! But
between now and then all the power to you! Thank you for having me!
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Ognian Zlatev
Head of the European Commission Representation in Bulgaria
It is a pleasure for the European Commission to participate in this seminar, organised by the Economic Policy
Institute for the 14th consecutive year!
History has shown that constructive dialogue has always
been a crucial element in European integration, but also
that in order to move forward, countries need a well-functioning public administration. It is just as important for a
state to have a professional civil service, as it is to have good
relations with its neighbours. That is why bringing together
young professionals from so many countries and giving
them a platform to work together is only a natural step in
achieving an even stronger and more united Europe.
In that respect, it is important to underline that this year the seminar takes
place in an especially important context. In just a few weeks, the European
Union will welcome Croatia as its 28th Member State.
Croatia's accession to the EU is a historic event, a milestone. It is another step
in unifying a divided continent and in consolidating democracy and stability
across Europe. More than that, it is also a signal to the rest of the Western Balkans
that the EU is serious about its commitments, and that structural European
reforms in the candidate countries do pay off. The accession of Croatia and the
progressive advancement of the other countries from the region on the road
to the EU also demonstrate that despite all the hurdles and even in the most
difficult times, the European perspective is something real and concrete.
Beyond the Western Balkans, it is very good news that the outreach of the
EPI seminars has progressively grown to include countries from the Black Sea
region as well. This too is an extremely important and strategic region for
the European Union and the Black Sea Synergy proposed by the European
Commission and launched five years ago, only supports that fact.\
The Synergy aims to increase the cooperation among the countries surrounding the Black Sea, while encouraging political and economic reform in
the region, based as much as possible on initiatives taken by the countries
themselves. Indeed, it will never be repeated enough that ownership is crucial.
For as much as the perspective for EU membership is a driving force for change,
it is no less valid that in the end, it is the countries themselves – their leaders
and their people, who decide on their European future.
I can therefore only encourage the Economic Policy Institute to continue
its efforts to bring together future leaders from Southeastern Europe, to give
them a forum to exchange ideas, as well as an opportunity to build lasting ties
that could later shape the political future of our continent.
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Bogdan Mirtchev
Representative of the Hanns Seidel Foundation in Bulgaria
Distinguished guests and participants,
On behalf of Hanns Seidel Foundation, I would like
to welcome you all to this 14th Summer Seminar for
Young Public Policy Professionals from Southeastern
Europe and the Black Sea region. I would like to thank
the Economic Policy Institute for organizing this seminar,
which is supported for a consecutive year by the Hanns
Seidel Foundation. I am very pleased and honored with

your presence.
History has shown that constructive dialogue has been a crucial element in
the European integration. 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 Europe as a whole.
As an independent German political institution the Hanns Seidel Foundation
is guided by the principle „In the service of democracy, peace and development”. The foundation works at the interface of politics and science. Its task is
to analyze political interrelations, to create a scientific basis for political action
and to bring experts, multiplicators and decision-makers together.
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. The public policy professionals training seminars are directed at instructing and teaching officials of
the state institutions and experts of policy-oriented research centers and to
enable these executives to decide or act more efficiently.
Through the Summer Seminar for Young Public Policy Professionals we
seek also to support and advance the regional cooperation and common
understanding between young public officials from the Black Sea region and
Southeastern Europe, because working in their countries’ administrations, their
engagement and commitment is the key to prepare them for future EU membership or closer relations with the EU, respectively. And it is our purpose to
contribute to the EU integration and cooperation process in the region. During
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the previous years the Summer Seminar for Young Public Policy Professionals
always have put an emphasis on the integration of the Western Balkans into
the EU.
With regard to the current process and challenges, this year our attention is
especially drawn to the experience and lessons of the newest EU members.
Lectures and speeches at the seminar will be given by distinguished scholars,
diplomats and economic experts. I would also like to thank all of them for their
participation and commitment.
I have the honour to welcome to the Summer Seminar H.E. John Rowan,
Ambassador of Ireland to Bulgaria, H.E. Mladen Andrlić, Director of the
Diplomatic Academy, Ministry of Foreign and European Affairs of the Republic
of Croatia and Mr. Willem Noё from the DG Enlargement, European Commission,
Brussels.
The Economic Policy Institute and the Hanns Seidel Foundation will award
all the prominent contributors to the seminar, as well as all the successful participants with a certificate.
I also 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.
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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Roussi Ivanov
Director General for EU Affairs, General Directorate EU Affairs, Ministry of Foreign
Affairs of the Republic of Bulgaria
Dear Mr. Executive Director of the Economic Policy
Institute,
Dear Colleagues and Participants in the Fourteenth
Edition of the Summer Seminar for Young Public Policy
Professionals from Southeastern Europe and the Black
Sea Region!
Allow me first of all to convey the special regards of
the Bulgarian Minister for Foreign Affairs, Mr. Kristian
Vigenin, who is in office since last Wednesday and would like to welcome you
in our country and to wish you pleasant stay in Albena.
From the Seminar’s Programme I have seen that there are many significant
topics put for discussions. I believe this would be very helpful for your future
work.
I am very glad to be here with you today because I have a special personal
relation to this seminar. I have already been invited as a guest at one of the
First editions of this seminar in 2002. At that time Bulgaria was in the stage of
accession negotiations with the EU. Last year I had the privilege to participate
again in the 13-th edition of this Summer Seminar.
Now Bulgaria is already 6 years full-fledged member of the Union. May be it
would be of particular interest for you to be acquainted with our experience in
joining the EU, our achievements and mistakes on the way to the EU.
Other important issues that you will discuss are related to the present financial and debt crisis in the EU and to the envisaged and proposed measures to
find a way-out of the situation. Prominent lecturers from different EU member
states invited to take part will guide you through these fundamental challenges
of the present.
And last but not least, don’t forget that you are spending some days in this
wonderful place on the Black Sea side. Enjoy the sunshine, the Sea and all
beautiful surroundings.
I would like to wish you many interesting days, useful contacts and many
pleasant impressions from my country.
Thank you!
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HONORARY SPEECH
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THE IRISH PRESIDENCY OF THE EU
Ambassador John Rowan was born on 18 October 1948.
He is married to Phyllis and has four daughters and one son.
H.E. John Rowan received his BA in Trinity College, Dublin
in 1971. He entered the Department of Foreign Affairs as a
Third secretary on 14 October 1974 and since then started
his diplomatic career:
- October 1974: Third Secretary, Headquarters (Economic
Division)
- October 1976: Third Secretary, Embassy of Ireland,
Washington, D.C.
- January 1979: First Secretary, Permanent Representation of Ireland to the
European Union, Brussels
- September 1983: First Secretary, Headquarters (Economic Division)
- April 1985: First Secretary, Embassy of Ireland, Beirut
- February 1987: First Secretary, Embassy of Ireland, Baghdad
- August 1989: Consul General, Consulate General, San Francisco
- April 1992: Special leave without pay for a career break in the private sector
in the United States
- July 1996: Director, Human Rights Unit, Department of Foreign Affairs
- September 2002: Ambassador, Permanent Representation to the Organisation
for Economic Cooperation and Development (OECD) and Permanent Delegate to
the United Nations, Education, Scientific and Cultural Organisation (UNESCO),
Paris
- October 06-Aug10: Director, EU Policies and OECD, Department of Foreign
Affairs
September 2010: Ambassador, Embassy of Ireland, Bulgaria

This year, 2013, ushered in a new phase in the European Union’s drive for
recovery. The Irish Presidency of the Council is about securing stability and
ensuring that it leads to jobs and growth. Working together with our fellow
Member States, the EU institutions and other stakeholders, the Irish Presidency
could be labelled that of a recovery country driving recovery in Europe.
At its heart, the crisis since 2008 has revealed the weaknesses in the monetary
and fiscal framework of the European Union. It also revealed significant differences in competitiveness between Member States. The economic and social
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effects of the crisis have led to unacceptably high levels of unemployment and
hardship for many across the EU, not least in Ireland.
The crisis has also revealed how closely linked our economies are. The EU
must work more to respond to the common problems that we face. Member
States must ensure that the Union’s architecture matches the realities of increasingly interconnected economies within and outside our borders. Overall, we in
the Union must implement what we have agreed, strengthen our governance,
invest in growth and job-creation, develop a Single Market for the future and
renew our engagement with our external partners.
As we enter the next phase of recovery, now is the time to draw from
Europe’s values and strengths to the full and prove that the European method
of decision-making can produce the necessary changes.
The European Union has been awarded the Nobel Peace Prize for its success
in establishing peace that endures. Its principal project for 2013 and beyond is
to restore prosperity in a fair and sustainable way over the longer term.
It is important how a Presidency conducts business and deals with fellow
Member States and partners in the EU institutions. The European Commission
and the European Parliament are indispensable to delivery on our agenda. We
aimed to bring to our six months in office our national experience in securing
fiscal and economic stability aimed at restoring jobs and strengthening social
cohesion. We are doing this at home, and as Presidency, we are playing our part
in driving a pro-growth and pro-employment agenda across Europe. Our work
as Presidency also forms part of the 18-month programme we have agreed
with our Trio Presidency partners (Lithuania and Greece).
The institutions have evolved and so has the Presidency of the Council. Our
essential approach will reflect the best of our previous Presidencies - always
an honest broker, open and transparent, striving for efficiency and with a firm
focus on results.
In choosing our priorities from the current agenda of EU legislation and initiatives, the same question was always asked – “does this make a difference?”
This policy programme set out in detail those proposals and initiatives we
will focus on across the various policy areas and Council formations. The key
areas where we aim to make a difference are:
People-centred recovery, designed to last.
The pressing priority for the Union is economic growth leading to employment for those affected by the crisis after the recent years of devastating job
losses. Therefore, we need to first ensure lasting stability, starting with the
necessary renewal of economic governance in Europe. Key areas for progress
will be:
Banking Union and financial services reform, coupled with improved eco28

nomic coordination through the European Semester process.
The economic and financial crisis revealed the weaknesses in Europe’s economic and monetary architecture. We have to deal with the immediate, shorterterm issues but equally important to the Irish Presidency is the establishment
of more durable foundations for stability. These foundations are those set out
by successive European Councils, in particular Banking Union, the European
Semester process and the next phase of reforms to Economic and Monetary
Union as set out by the December 2012 European Council.
To secure the lasting confidence necessary to move to the next phase of
Europe’s recovery – jobs and growth – the stability we have been building
needs to be anchored in a manner which endures.
Banking union was of critical importance. The imperative to break the link
between banks and sovereigns was unanimously agreed by European leaders
on 29 June 2012. This link, between the sovereign and financial institutions,
has not only created difficulties for the sovereign with the cost of bank rescues,
but it also has implications for the supply of affordable credit to businesses
and households. The EU economy simply cannot grow meaningfully unless
investors and consumers have confidence in the Union’s banking system and
the regulatory architecture underpinning it.
We needed to repair and renovate our banks to do two vital things. Firstly,
generate sustainable economic growth. Secondly, to prove to our citizens they
could depend to us to do what we said we would do at the meeting of Heads
of State and Government, which was to sever the link between banks and sovereigns. The follow-through achieved in the Irish Presidency was seen in three
further developments. The new, single supervisor, stronger capital rules for
banks and, in agreeing new rules for bank wind downs. These new bank resolution rules will protect taxpayers from having to bail out the banks again.
Equally in our Presidency, we also worked to put in place positive drivers for
growth and job creation across Europe.
When it comes to those all-important jobs, trade is crucial. So we concentrated on securing agreement on the mandate for EU-US talks. Such agreement
is essential to what should be a game-changing Transatlantic Partnership – one
based on an equal and open relationship. This will allow us to turn the enormous
potential for jobs and growth into reality.
Small and Medium-size Enterprises (SMEs) are the lifeblood of job creation.
So we made Europe's small businesses a priority, every step of the way. For example, we managed to achieve the political agreement that will make it easier
for our SMEs to access the EU’s two trillion euro public procurement market
through a simpler and cheaper bid process. With this everybody wins.
More bids, governments can get better value for money; our small businesses
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can really compete and expand.
€2 billion has also been agreed to help boost the competitiveness of Europe’s
20 million SMEs.
Research and Development is a crucial policy area. The 70-billion euro
Horizon 2020 programme agreed in principle last week is crucial in terms of R&D.
The proportion of such funds taken up by SMEs should go up by one-third.
But we could have done little or none of this without the close co-operation
of the institutions.
Securing agreement with the European Parliament on the EU’s Common
Agricultural Policy for the next seven years has been one of our Presidency’s
most important achievements. It will greatly enhance our efforts to transform
our agriculture and fisheries industries into sustainable, ‘green’ sectors for
growth. €360 billion has been budgeted for the reformed CAP.
We welcomed the European Parliament’s strong support for the 16-billion
euro Erasmus-Plus programme.
We believe significant work has been done on the European Globalisation
Adjustment Fund. This will provide real support for an important section of
our society - our redundant workers. We can never underestimate the layers
or depth of trauma of a hard worker being made redundant.
Throughout our Presidency, we maintained a strong focus on those allimportant high-potential sectors, such as digital. Equally, we made major
progress on data protection and legislation on e-identification.
We made headway too on issues such as the European Protection Order,
Access to Lawyers in Criminal Proceedings, and Insolvency.
We concluded, successfully, the historic negotiations that will allow the Union
to accede to the European Convention of Human Rights, extending the same
standards of protection to our citizens in their dealings with the EU institutions
as when dealing with their own governments.
In addition we have laid the initial groundwork for the thematic discussion
on Defence at the December European Council.
But there has been one, flagship issue for Ireland’s Presidency.
That is our absolute commitment to ending the horror of youth unemployment. Too many young people have reached working age, but have yet to
know and feel what it is like to get up and have a job to go to. Our Union must
be 100 per cent sure that we will not allow youth unemployment to lock our
young men and women out of their futures, out of the happy and successful
lives they could and should and with this initiative can now be living.
We are proud that in just the second month of our Presidency we managed
to secure the commitment of all member states to the Youth Guarantee. It will
give young people under the age of 25 the chance of training or a new job
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within four months of their becoming unemployed.
It is clear to all of us that to tackle youth unemployment we must press
ahead with adapting our education and training systems to 21st century norms
including partnerships with employers.
There was another urgent issue: the Multiannual Financial Framework
(MFF).
Our work on the MFF has underpinned so much of our Presidency endeavours and achievements. We were able, in the last days of our term, to reach
agreement with the Parliament.
The negotiations were long and difficult and highly sensitive for both Council
and Parliament. The result identifies the best way to ensure that the almost
1trillion Euros for MFF is released as soon as possible into the real economy.
The signal that we now send is that Europe is capable, competent and deserving of our confidence. It can and does deliver.
Today, 500 million members of the European family face what are, for all
of us, unprecedented challenges in our economy and our society. The MFF is
the single, biggest investment tool we have at our disposal. We need to come
together and use it forthwith.
As you know, managing a Presidency places considerable demands on any
administration. This is particularly so in the case of smaller Member State such
as Ireland.
We believed a country making the journey to recovery would be well placed
to lead a Union committed to the same destination.
Our Presidency has been good for Ireland; we hope it has been good for our
Union, and very good for our urgent agenda of Stability, Jobs and Growth!
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CHAPTER I
LESSONS LEARNT
FROM THE
EU ENLARGEMENT
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THE NEW APPROACH OF THE EU
TOWARDS THE WESTERN BALKAN COUNTRIES
AND THE EXPERIENCE OF BULGARIA
FROM THE FIFTH ENLARGEMENT OF THE EU
Roussi Ivanov is currently Director General of the General
Directorate for EU Affairs in the Ministry of Foreign Affairs of
the Republic of Bulgaria. He started his profesional career in
1980 in the Ministry of Foreign Affairs of Bulgaria as a desk
officer in the Asia Department and Central and Eastern
Europe Department. Since then, he has been working in the
public administration. Throughout the years he has held
various positions within the Ministry, i.e. as head of several
sections and departments.
Mr. Ivanov also served in a few diplomatic missions abroad: he was Third secretary in the Embassy of Bulgaria in Berlin; Deputy Head of Bulgaria’s Embassy in
Switzerland; Head of the Political Department in the Embassy of Bulgaria in the FR
Germany; Ambassador of Bulgaria to COREPER 1, EU, Brussels; Deputy Permanent
representative in the Permanent Representation of the Republic of Bulgaria to
the EU; Charge d’Affairs in the Embassy of the Republic of Bulgaria to the FR of
Germany. Mr. Ivanov also spent four years (2007-2011) in the Ministry of Transport,
IT and Commnications of Bulgaria as Director for Coordination of EU-Affairs and
International Cooperation.
Mr. Ivanov holds a Master’s degree from the Institute for International Relations to the
Academy of Political Sciences and Legal Studies in Potsdam. He has also successfully
passes several courses on EU Affairs. He speaks German, English, French and Russian.
The EU Enlargement policy continues to be one of the most successful EU
policies. It is not a coincidence that this particular policy was among the main
reasons for awarding the EU with the Nobel Prize for peace in 2012.
Against the background of the severe debt, financial and economic crisis
that the EU is facing today, enlargement policy symbolizes the fundamental
principles of the EU project – economic growth and social progress of the
European continent achieved through regional cohesion and implementation of the key European principles for democracy and a functioning market
economy, and also the implementation of European legislation (the acquis
communautaire).
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For practical purposes of telling a long story short, I will focus only on the
approach of the EU towards the accession countries that have started already
or are close to beginning accession negotiations. Among the WB countries,
Montenegro now is the only negotiating country. The Republic of Macedonia
and Serbia are candidate states, while Albania and BiH still lack the status of a
negotiating country. It is important to note that the WB countries (with some
exceptions) are also included in the specific format of the association and stabilization process, which also includes comprehensive free trade provisions.
For all other aspiring countries, there are specific steps of the enlargement
process - an association and stabilization phase, partnership agreements, deep
and comprehensive free trade zones etc.
Today, only some of the Western Balkan states have been granted the status
of EU candidate-countries.
The European perspective of the Western Balkans has not been questioned
in the last years despite the obvious “enlargement fatigue” across the EU. Their
European future has been reiterated on a number of occasions, so that the
question for the countries in the Western Balkans is not “if” but “when” they
will join the European family. In the last five years, the policy of enlargement
has seen important positive changes in the WB, even though not at a swifter
pace that we have been wishing for.
Croatia is already on the eve of its EU membership. As of July 1, 2013, the
country will enter the EU, after reaching a remarkable speed in closing all negotiating chapters, mainly in the period 2008-2011.
Montenegro opened the accession negotiations in 2011, and already managed to close provisionally two chapters.
Serbia was granted a candidate status last year and is expected to receive
soon a date for starting the accession negotiations. After signing the agreement with Kosovo and the clear signal for its implementation from both sides,
it is a very promising perspective that the EU will take a decision for setting a
date to start negotiations with Serbia as well as to initiate the negotiations on
a Stabilization and Association agreement with Kosovo.
The Republic of Macedonia is a special case – it has been granted candidate status several years ago, but due to controversies in its relations with the
neighbours - on the issue with the name of the country (with Greece), and the
signature of a Treaty on co-operation and good neighborhood (with Bulgaria);
as well as the slowing-down of political reforms, there is still no date for the
opening of accession negotiations with the EU.
Furthermore, since 2010, the citizens of the Western Balkan countries travel
visa-free in the EU. The financial aid under the Instrument for pre-accession
assistance has significantly increased in the last several years.
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As regards Turkey, it managed to open five negotiation chapters in the period
2008-2010 and there are expectations that in the coming months Chapter 22
will be opened as well.
The enlargement policy enjoys the support of the majority of member-states,
and especially of the new EU members from the fifth enlargement, which are
committed to take the process forward. The Southern and the Nordic EU-MS are
also active supporters of the EU enlargement. Decisions in the policy of enlargement are being taken by unanimity, with each member state having an equal
voice, which in most cases leads to finding mutually acceptable solutions.
Since 2006, the EU approach towards enlargement is based on the so called
renewed consensus. The corner stone of this approach is the strict monitoring
on the fulfillment of the accession criteria, which is also known as “enhanced
conditionality”. As a consequence of this approach, since 2006 have been
introduced new benchmarks for opening and provisional closure of all of the
negotiation chapters. The number of negotiation chapters has been increased
to 35. Thus, the decisions along the process - from its very beginning until its
very end - have significantly increased, exceeding 100 decisions, adopted by
unanimity vote.
In 2011, the so called “new approach” was introduced towards Chapters 23
and 24 in the sphere of human rights and judiciary. A key indicator for progress
is no longer the adoption of legislation but its effective implementation and
the achievement of sustainable results („track record”).
An evidence for the enhanced conditionality approach is also the greater
attention of MS towards the way candidate states spend EU funding from the
pre-accession instruments. In the next financial period (2014-2020), the link
between achieved results in reforms and national allocations of EU-funds will
play a key role in the process.
Another trend is that the EU is deploying more and more expectations
towards candidate-states with regard to structural reforms, fiscal consolidation and the newly developed monitoring mechanisms in the Economic and
Monetary Union.
Factors, which are facilitating a stricter approach to the enlargement policy,
are both internal and external for the EU. The EU itself is changing in a dramatic
manner. The new challenges that arise in the debt, fiscal and economic global
crisis have forced the EU to use stricter conditions and clear criteria as regards
its present member states as well. Among these areas are cohesion policy,
economic governance, financial discipline, and justice and home affairs.
The process is happening at times of decreasing public trust in the EU
and growing centrifugal and nationalistic tendencies in leading EU member
states.
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Another factor for using enhanced conditionality is the necessity to fill the
gap of much needed political trust between candidate-states and older EU MS.
Improving the quality of the enlargement process, after lessons from the Fifth
enlargement have been learnt and the negotiations with Croatia have come to
a successful end, is a repeatedly underlined objective by many of the memberstates, especially on behalf of the net contributors. In these MS, public perceptions of the enlargement process tend to have a rather negative outlook.
The vacuum of political trust between candidate-states and older EU members is particularly visible in the case of the Western Balkan countries, where
issues related to the rule of law; organized crime and corruption are major
challenges in the process of their EU accession. This is one of the main reasons
why the new approach to the negotiation process, which give priority to the
negotiation chapters related to rule of law, was applied for the first time in 2011
to a country from the region. Montenegro is the first candidate state that will
lead negotiations with the EU in accordance with the new rule.
The new approach provides that candidate countries should have a clear
vision and precise timetable for the reforms in the area of the rule of law at
the very start of negotiations. Progress will be measured, first of all, from the
standpoint of effective implementation of legislation and the accomplishment
of sustainable results („track records”). If a serious delay occurs in these key
spheres, negotiations on other chapters could be delayed or even frozen.
Bulgaria is among the MS which consider the new approach in the negotiation process rather as an instrument for encouraging and supporting the
reform process. That is why, with regard to Montenegro, we advocate the early
opening of negotiations on chapters 23 and 24 in the sphere of judiciary and
human rights, in order to provide sufficient time to implement reforms and to
achieve sustainable results.
Apart from the new approach in negotiations regarding chapters 23 and 24
in the area of judiciary and human rights, the EU uses additional compensatory
mechanisms in the enlargement process such as the “positive agenda” in its
relations with Turkey, the “high level accession dialogue” with the Republic of
Macedonia or the road map with Bosnia and Herzegovina. All these instruments
have been developed for situations where specific difficulties or problems
hamper the accession progress. These instruments are intended to bring new
dynamics and to bring the attention of governments to the reform agenda.
These mechanisms proved to be very useful. However, during the time they
tend to lose their effectiveness and need to be adapted or replaced by new
instruments.
Another challenge that the EU faces in its relations with the Western Balkan
countries is to find an effective approach to regional cooperation, good neigh38

bourly relations and solving bilateral issues. While, until recently the European
Commission and some member-states have overlooked these issues to a certain
extent, today their importance is rather obvious. The Council conclusions from
December 2012 make an important step to solving these particular problems.
It was stated for the first time that good neighbourly relations are among the
conditions for success in accession talks. In the next years, we are to expect
further development of this approach, with the active involvement of the
European Commission.
The forthcoming accession of Croatia to the EU is a positive signal for the
European perspective of the Western Balkans. It demonstrates that EU membership is an achievable goal when the necessary conditions are fulfilled. We
are confident that Croatia, as a new member state, will play a positive role for
the European integration of the whole region.

The Bulgarian experience in pre-accession
negotiation talks with the EU
Dear colleagues,
Most of you are representatives of candidate-countries for EU membership,
which will take part in the complex and uneasy process of pre-accession talks.
Therefore, I have been asked to repeat some of the elements of my last year’s
speech at the seminar on the topic “Bulgaria’s experience in EU pre-accession
negotiations”. I will try to outline in several bullets some of the key elements
in the process:
A key part in the organization of talks is the preparation of a high-quality
coordination mechanism in the candidate-state (the task represents 80% of
the negotiation burden). Clearly, the main objective is the distribution of functions between the administration of the Council of Ministers and the Ministry
of Foreign Affairs. We have decided to give the leading role to the MFA of the
Republic of Bulgaria, as negotiation talks mean diplomacy in general, and
diplomacy is a prerogative of the Ministry of Foreign Affairs.
A good coordinative mechanism stipulates for a flexible and efficient cooperation between institutions. The negotiation process itself is an effort of the
candidate-state as a whole (inclusive of all of the state’s administration), and
not only a task of the negotiation team.
After the start of negotiations and the nomination of the negotiating chapters, it is necessary to organize the interinstitutional working groups for each
chapter, to manage the teams and to appoint a Secretary (Coordinator) to
each WG. Good cooperation is only a part of the work needed; technical ele39

ments cannot be dealt without coordination. We stress the need for a quick
exchange of information without too much of formalities and complication
of procedures.
It is necessary to identify the problematic areas for the country and focus
efforts on them. It is best when problems are recognized before they are
pointed out in the Commission’s regular reports or other documents, and also,
according to the new EU strategy, to start talks with the areas that are more
problematic so that there is more time at hand to tackle them before the date
of accession.
Working with NGOs is also key element in the negotiations as ignoring the
non-governmental sector could not be a wise approach. It is an issue that is
being closely monitored from several member-states. In our case, we have
been working with several NGOs as for instance with the Center for the Study
of Democracy, the Vitosha research agency and others, especially in the field
of justice and home affairs and only after these organizations have outlined
corruption levels as a major problem for the country and have prepared several researches on the topic (including poll surveys and list of concrete ideas
to solve problems) they agreed to take part in the process as partners without
acting merely as critics. It is important that NGOs are assured that their voices
are heard.
European communication. It is necessary to achieve a high level of transparency and information of the negotiation process to the public as well as to
promote the EU amongst citizens, to establish a positive image of the Union as
well as vice-versa – to promote the positive image of your respective countries
amongst EU member-states.
It is a very important advice to secure good cooperation of the administration involved in the accession negotiations with the respective Commissions in
your national Parliaments. Because of the urgent need to agree on normative
acts, you might need a fast-track simplified procedure for the adoption of legal
acts related to EU legislation.

Working with the MSs. To identify some member states with a better understanding and more sensitivity towards yours specific problems as well as to
identify the specific views of each MS on your country’s accession. To tackle the
outlined problematic areas and lobby (the whole negotiating process requires
the adoption of over a 100 decisions with unanimity vote at European level,
including the outcome on each of the negotiation chapters).
Working with international organizations – OSCE, Council of Europe. The
expertise of these organizations, especially in the field of the political criteria
and the judicial system, is particularly important for the assessment of the social
and political atmosphere in the different candidate-countries.
A well-prepared negotiation tactics – it is obvious very important element
in your accession preparation and doesn’t need a further clarification.

External acts for securing support
The essential part of the EU in the negotiation process - the yearly enlargement strategies, which it draws with its own expertise, including EU delegations in third countries, provide the guiding lines for the development of the
Enlargement policy of the Union.
Working with the rotating Presidency of the EU in order to include some of
the important questions on the agenda of the Council, as well as to provide a
channel for communication with the MSs.
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CROATIA ON THE THRESHOLD
OF THE EUROPEAN UNION
H.E. Mladen Andrlić, Ph.D. is Director of the Diplomatic
Academy, Ministry of Foreign and European Affairs, Zagreb,
Croatia since 2007. He is a career diplomat since 1993, ranked
as ambassador in 1996. He was posted as the Permanent
and Resident Ambassador to the Swiss Confederation and
the Principality of Liechtenstein (2002-2007), as well as in
Brussels as the Deputy Head of the Mission to the European
Communities (1996-1997). At the MFA he has been in charge
of multilateral diplomacy, European integration and diplomatic training. He earned his B.A., M.A. and Ph.D. degrees
at the Faculty of Economics, University of Zagreb. He was a research fellow at
the Institute of Development and International Relations (IRMO), Zagreb (19801993), where he also held the position of the President of Management Board
(2009-2012). He is author of books, original scientific papers and articles in the
field of international relations, foreign policy and diplomacy in Croatian, English
and French. He is a permanent lecturer at the Croatian Diplomatic Academy and
has been visiting lecturer of Contemporary Diplomacy at the Faculty of Political
Sciences, University of Zagreb (2012-2013), with ad hoc lectures at universities and
diplomatic schools at home and abroad. His areas of specialization are diplomacy,
diplomatic training, regional cooperation, EU. He is a member of the ISA Working
Group on Public Diplomacy.
Abstract: Croatia's accession to the European Union (EU) is discussed through
Croatia's foreign policy guidelines and priorities to be followed also after the 1 of
July 2013 and Croatia's admission to the EU. Particular attention is given to the
expectations and possible effects from the point of view of just before it is to become
a fully-fledged EU member state, as well as to certain changes and options which
may occur almost immediately after the admission.
1.

Introduction

The European Union (EU) consists of twenty-eight member states, the
twenty-eighth state being the Republic of Croatia which was admitted to the
EU on the 1 of July 2013. This admission reconfirms Croatia as a well-structured
state and society, with functioning democracy and market economy, as well
as with the institutions of rule of law well in place. It has obviously achieved a
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number of high development standards and criteria, but on the other hand it
has also been faced with a series of globalisation challenges, in particular with
the European turmoil. Today's Croatia is highly integrated internationally and
regionally, being a fully fledged member of the UN, OSCE, Council of Europe
and NATO, and now also of the EU.
This could be seen as an end of a long journey of Croatia's going back home,
but it should not be considered as the end of a process. The accession to the
EU should be rather viewed as “a step on the pathway towards economic, administrative and judicial modernisation and as an opportunity whose benefits
can only be fully realised through continuous policy action”. The focus is still
related to the transparency and discipline of the Croatian authorities, namely
regarding the fight against corruption, the functioning of the judiciary and
compliance with rules on public procurement and competition, reform of the
labour market and border control, including the spectre of contraband and
trafficking of all kinds.
In this respect, Croatian Foreign Service continues to act as an instrument of
its national foreign policy and the official mechanism of strategic communication with and within the EU and its member states. It consists of a series of joint
diplomatic activities, from an ordinary everyday exchange of views on different
levels to a more sophisticated creation of common strategies and policies in
Brussels, as well as with diplomacies of other EU member states. It also includes
coordination at home, as well as the public diplomacy at domestic market.
2. Croatia’s Foreign Policy Background
According to the international standards, criteria and measurements, namely
of the World Bank, IMF, EBRD, UN, etc, Croatia is usually classified among the
small European states with a more advanced economic growth. The ongoing democratic and market-oriented reforms, with the specific burden of the
post-war development, are backed institutionally and by the macroeconomic
stability. Croatia has long been considered among the most advanced transition
countries, with broadly liberalized economy and high degree of sophistication
in financial services. Its economic progress and steady pursuit of transformation over the past decade - anchored in its drive to accede both the WTO and
the EU - have been impressive.
It has progressed in most areas of macroeconomic and structural reforms,
and according to the EBRD it compares well with most of Southern and Eastern
Europe, but lags behind transition in Central Europe. It compares well with
other transition economies in respect to its potential of convergence, public
sector investment, monetary policy, demographics, infrastructure, human capi43

tal, health, new information technologies, financial sector, international trade
and openness of the economy. But, it still does not compare well regarding
the private sector investment and foreign direct investment, government size,
transition of the business environment, legal system and labour market.
However, the economy has contracted for the past couple of years, remaining vulnerable internally and to the global effects. Successful integration
into European and global markets, particularly the EU membership, where it
demonstrates serious commitment to open trade and economic liberalization, would hopefully reinforce the economic dynamism, with further reforms
aimed at reaching higher international competitiveness. Notwithstanding
the seriousness of global crisis, it is also the fact that Croatia has been ranked
the 46th of 187 countries and territories in 2011, being a part of the UNDP top
category of countries with ‘very high human development’ according to the
Human Development Index (HDI). According to the Academic Ranking of World
Universities (ARWU) and its measuring the performance of top universities in
2011, the University of Zagreb is ranked among 500 best universities, namely
among the 3% best in the world.
On the other hand, the geopolitical position of Croatia is usually assessed
as complex, but favourable. It is the Central European, Mediterranean and
Danubian country, close to the Balkans and South-Eastern Europe. Such a
position determines its foreign policy background and priorities, but being
the EU member state today it also shares a new wider neighbourhood of the
area from the Baltic to the Adriatic.
The EU membership, as it is already the case with NATO, provides a clear new
basis for more active and specific role in closer and wider region. Croatia is becoming a stabilizing factor transferring its European reforms experience. Some
controversial legacies of the past, clichés and stereotypes, both internally and
externally, still remain, but dynamic and in-depth transformations point is in the
right direction. Moreover, the identifying of its comparative and competitive
advantages, as well as of the topics to focus on, is continuously seen among
the most important starting points of the current Croatia's foreign policy.
This also goes well along with its most recent historical background. Croatia's
declaration of independence and the Independence War happened shortly
after the fall of Berlin Wall, which brought about more parallel processes of
establishing democratic society and its institutions, with a new course taken
towards a liberal economy. The 1990s in fact ushered in a triple simultaneous
transition, namely from communism to democracy, from a self-managed economic system to a market-oriented economy, and from aggression and war to
peace and post-war development.
A numerous and serious reforms have been introduced and conducted
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internally, along with the processes of European and trans-Atlantic integration. It provided for improved standard of living in Croatia, with significant
achievements of transforming the state and society. In this respect, particular
lessons were learned. The process of post-conflict management, among others, was experienced directly from all of its sides in the war-torn areas, as well
as throughout the country. The institution building spread throughout all
sectors and with different scopes, including local, regional and national levels. While doing so, there has been always a clear link with the EU-oriented
reforms, including direct support from the EU. To make a long story short,
an additional EU reforms’ experience is gained, and Croatia already shares its
expertise internationally.
A series of complex and interlinked transitions, reforms and transformations
has brought closer internal and external dimensions of development. A better
understanding of the European and trans-Atlantic values and prospects has
enabled reaching a wider consensus regarding the EU and NATO membership of
Croatia. Such a sharing of common priority goals including international goals
and priorities has also spread among the national elites, changing the communication matrix, and even certain misunderstandings, clichés and stereotypes.
3.

Croatia’s Foreign Policy Priorities

Croatia’s foreign policy priorities follow its national interests, which are also
in line with international standards, namely UN principles, and backed by sharing its EU and NATO membership values and criteria. Due to this and having
in mind the obvious complexity and a number of communicated vessels while
conducting related diplomatic activities, Croatia's foreign policy priorities are
the following:
positioning inside the EU institutions;
positioning throughout the SEE region;
NATO and multilateral diplomacy;
development aid;
bilateral economic diplomacy;
special projects.
Further positioning of Croatia inside the EU institutions is based primarily
upon its experience and expertise in the process of accession to the EU, including the negotiations with the EU, as well as the post-conflict management and
development. It could be strengthened by bilateral ties with other EU member
states, and through active participation within the EU institutions. However, it
relies mostly upon Croatia's role and positioning throughout the SEE region,
particularly in providing an additional support for the EU policies of peace
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and stability, cooperation and enlargement envisaged for the countries of the
Western Balkans. Following the CFSP framework and neighbourhood policies
of the EU, namely the activities of the Union for the Mediterranean, Croatia also
provides certain expert support to the Southern Mediterranean countries.
According to the aforementioned, additional foreign policy priorities are
aimed at further positioning of Croatia throughout the Western Balkans. It
would be provided by sharing its EU reforms experience and expertise, using its role in the EU institutions, introducing cross-border projects, as well as
major regional infrastructural projects, and introducing special projects with
individual approach towards neighbouring states.
Particular attention has been given also to the activities within the NATO and
multilateral diplomacy in general. A number of projects are already channelled
through the Croatian partnership within the NATO, i.e. the civil participation in
peacekeeping missions, support for stabilizing of the post-conflict societies,
education and training of women and girls, diplomatic training. In addition,
Croatian multilateral diplomacy activities are primarily oriented towards the
field of human rights, especially the rights of women and girls, as well as of
ethnic and religious minorities. Once again, the partnership with neighbourhood is of utmost importance, not only for carrying out different bilateral and
multilateral projects, but even more for offering Croatian development aid,
which is targeted to the same wider development goals, but also towards
promoting Croatian economic interests.
Economic diplomacy remains among the most important foreign policy
priorities. It is focused towards traditional markets of the SEE and the EU, with
special emphasis on the non-European fast-growing markets. The bilateral
cooperation outside Europe is to be conceptually transformed into a promotion of Croatian economy and commerce. It should also become more oriented
towards the attracting of foreign investments particularly in major fields, such
as tourism, infrastructure, ecology, energy and energy security. In addition, key
export sectors are the agriculture and food processing, construction industry,
shipbuilding, pharmaceutical industry, machine engineering, information and
communication technology.
While achieving its foreign policy goals and priorities by conducting its
diplomatic activities, Croatia also relies on performing certain special projects.
The Ministry of Foreign and European Affairs (MFEA) has established the 'Centre
of Excellence’, which is a focal point of the former negotiators with the EU and
other Croatian experts to conduct particular bilateral and other projects, dealing
in particular with the EU-oriented reforms, the use of the EU funds and crossborder cooperation. Bilateral agreements on 'Partnership within Southern
Mediterranean countries’, prepared by the MFEA, has already shown as an ap46

propriate framework of sharing the experience and expertise for post-conflict
development through Croatian aid and EU funding.
The same goes for the field of diplomatic training, where the Diplomatic
Academy of the Croatian MFEA, with a series of bilateral cooperation agreements, organises international gatherings (Dubrovnik Diplomatic Forum, 1998-)
and specialised multilateral and bilateral courses, particularly for diplomats
from Central, Eastern and South-Eastern Europe.
The new specialised project coordinated by the MFEA is the ‘Croatia House’,
an institutional network aimed to be added to the existing diplomatic missions,
with the aim of promoting and spreading the market for Croatian culture and
its soft-power diplomacy. It is followed by the ‘Adriatic Provence’, a cross-border
project of cultural and tourism promotion and development in the Adriatic
hinterland of Croatia bordering with Bosnia and Herzegovina.
4.

Some Concluding Remarks

The accession to the EU has transformed Croatia into an EU star, at least on
the 1 of July 2013. But, it is still shining through its Situation, Task, Action and
Result, as described previously in this paper! Croatia's new situation and tasks
are already a part of the EU as such, while its actions and results would arise
from the mutual aim to reach the EU consensus regarding different strategies
and policies.
The fact that Croatia has become the EU member state affects the regional
cooperation matrix inside the SEE area, and particularly of the Western Balkans.
The region itself, as well as the countries of the region in particular, has been provided with an additional partner to broker their specific interests inside the EU.
All in all, Croatia’s negotiations success story remains a strong incentive for all
the states on their European path. Moreover, the EU perspective of all countries
in the Western Balkans continues to be highly important regionally and for a
wider stability and development.
The membership into the EU marked the end of the process of international
recognition and integration, enabling Croatia to be even more focused on its internal development. In this respect, new cooperation partnerships and networks
are opened and offered at equal footing, particularly to traditional partners from
the SEE, as well as from the EU, but also for other interested parties.
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INTRODUCTION
After more than 20 years of transition period on the Balkans, the EU integration process seems as a natural course ahead for the countries in the region. In
the last wave of Enlargement Bulgaria and Romania joined the EU in 2007 and
in July 2013 Croatia also completed its accession to the Union. But is there a
right path towards EU integration or is there a pattern, which the other Balkan
countries can follow? What lessons they should take into account and learn from?
To answer these questions, the next few pages compare and analyse briefly the
processes of institutional transformation and economic development of Bulgaria
and Croatia. Furthermore, their economic relations within the region and the level
of cooperation with the neighbouring countries will be examined.
INSTITUTIONAL AND SOCIAL DEVELOPMENT
1. Development of Bulgaria/Croatia – EU relations
Bulgaria
In the very beginning of the transformation process Bulgaria set its EU accession as one of the main foreign policy objectives and submitted its application for
EU membership in December 1995. Unfortunately, during that time the government was unable to carry out rigorous structural reforms. As a result from 1996
to 1997 Bulgaria experienced a deep crisis – its GDP fell by 10.1%, the banking
system collapsed and a drop in foreign reserves destroyed the confidence in the
48

49

national currency. A period of hyperinflation followed, the severe economic and
political crisis resulted in early general elections in April 1997. The introduction of
the currency board kept the inflation under control and stabilized the economy.
Finally, the accession negotiations between Bulgaria and the EU started on 15
February 2000 and were concluded on 15 June 2004, six months ahead of the
initial schedule. The closing of negotiation chapters was everything but not
smooth. Enormous amount of work has been done but the main problems were
meeting the rule of law criteria and building administrative capacity.
Croatia
The two decades of political and economic transformation in Croatia can be
divided into two phases. The first phase, from 1990 until 2000, was marked by
a highly complex and difficult triple transition: from an autocratic to a democratic political system; from a planned towards a market economy and from a
multinational Yugoslav federation into an independent state.
The second phase started with the death of Franjo Tuđman in 1999 and the
full change in government at the 2000 parliamentary and presidential elections. The new centre-left government, led by the Social Democrats, ended the
period of international isolation. The first step was made in 2001 when Croatia
joined NATO’s Partnership for Peace program and signed the Stabilisation and
Association Agreement with the EU.
The next government continued to pursue all foreign policy goals set by the
centre-left coalition and in 2003 Croatia applied for EU membership. The negotiations started in 2005 and ended in 2011 when Croatia signed the Accession
Treaty with the EU setting July 1, 2013 for the date of Croatia’s EU accession.
During the negotiation process the country succeeded in overcoming two very
sensitive foreign policy issues. The first one was the cooperation within the
triangle Croatia-ICTY1-EU while the second one revolved around the border
discrepancies between Croatia and Slovenia. Other problematic issues on the
negotiating agenda appeared over chapters Competitiveness (insuring the
privatization of the shipyards and effective work of the sector in which large
number of people are employed) and Rule of Law.
2. Political stability
Bulgaria
A distinctive feature of the contemporary political system in Bulgaria is the
fact that no government has been re-elected since the start of the transformation process in 1989. The main reason lies within the lost trust of the voters in the
1

International Criminal Tribunal for the formal Yugoslavia
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ruling parties. Every government has come to power with the promise for fast
reforms but the final results have not met the expectations of people. The latest
government of Citizens for European Development of Bulgaria (GERB) suffered
the same destiny in February 2013. Over 60% of the population with voting rights
took part in the elections in 2009 and the new government was supported by
almost half of the constituents. Despite the achieved macroeconomic stability,
the economic crisis, the lack of notable reforms, the low income growth and the
increasing unemployment took their toll on people. The government chose to resign five months before the regular elections under the pressure of street protests.
Initially, they started as protests against the high electricity bills and continued
as a demand for more active participation of the citizens in the discussions on
future reforms and civic monitoring of the policy making process.
Croatia
The last parliamentary elections in Croatia were held in December 2011 and
were won by the centre-left Kukuriku coalition of the opposition. This victory
was easily predicted after the arrest of the ex-leader of the ruling party HDZ
and allegations of corruption towards other members of the party and the
government. As a result, the Kukuriku coalition had 53% of the parliament
seats and formed a government.
Another point to be taken into account is that the Constitution of the
Republic of Croatia stipulates that the President and the Government cooperate in the formulation and implementation of the Croatian foreign policy.
The consensus between these two institutions was a key factor during the EU
negotiation process.
3. Rule of law, judicial system
Bulgaria
Since Bulgaria and Romania’s accession to the EU, their judicial systems
have been reviewed biannually by the European Commission under a special
Cooperation and Verification Mechanism (CVM). The last Bulgarian report by
the Commission was published in July 2012 and pointed out some visible
improvements and measures implemented by the government. Good sign
from the Commission is the date for the next report which is set for December
2013. At first, the same decision was made for Romania as well but later on
the Commission issued additional report which was very critical. In sum, the
review process under the CVM did not lead to desired results in improving the
judicial system and the rule of law. Therefore, there will be no leniency in this
field towards the new EU candidate countries.
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The recommendations of the Commission are in the following aspects:
1. Increasing the transparency, objectivity and integrity in several ways:
firstly, the election of key bodies such as the Supreme Judicial Council and the
General Prosecutor has to be based on objective and competitive principles.
Secondly, the same principles have to be implemented in appraisals, promotions, appointments and disciplinary decisions. The third goal is the building of
a single effective and transparent system for random allocation of the cases.
2. At the same time, the upgrading of the human resource capacity has to
be insured in order to avoid the workload through changes in the structure of
courts, recruitment and training.
3. Increasing the efficiency of the judicial process by closing the loopholes
in the effective implementation of court decisions.
4. Fight against organised crime.
5. Fight against corruption. Up to date, there is no major case for high-level
corruption closed with an effective sentence. Special attention is needed in
the procedures for public procurement.
Croatia
Croatia, same as Bulgaria, is trying to reach the EU criteria. In the last progress
report the Commission has registered a real advance in the implemented
structural reforms (for example building a Judicial Academy; new law amendments which allowed better regulation of the effectiveness of the judicial
system and the accomplishment of a transparent process of appointment of
judicial officials). One of the positives is the reduction of the backlog of criminal
cases but this is at the expense of the augmentation of civil and commercial
ones. Indeed, more time is needed for everything to start working properly;
however, the budget cuts in 2012 did not help. The recommendations of the
Commission are in the most cases related to improving the efficiency and
the fight against corruption. The law enforcement bodies remain proactive
in high-level corruption cases but there is significant room for improvement
in the area of preventing the conflict of interests and abiding the new public
procurement law.
There are specific problems inherited from the war in the 90’s on which the
progress must continue:
1. Improving the handling of domestic war crime cases;
2. Strengthen the protection of minorities;
3. Continuing to address outstanding refugee return issues;
4. Full cooperation with the ICTY.
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4. Turkish minority in Bulgaria and Serbian minority in Croatia
The right of minorities on the Balkans is a very sensitive topic and at the same
time one of the main challenges in front of every candidate member country.
During the transition period, to gain popularity different political parties from
the region played the minority card to nurture the fears of local people towards
minorities. Such trends usually accelerate in crisis times and are valid in general,
not only for the Balkan region. In this regard, countries have to be very cautious
strengthening the civil society and not allowing a possible rising of populist
organizations from the far right.
Bulgaria
Although there are several ethnic groups in Bulgaria, (mainly the Bulgarian
Turks and Roma) the term minority is quite controversial and not used in official statements. Pursuant to the Bulgarian Constitution, these minority groups
were not adopted as national minorities; instead they were recognised as
Bulgarian citizens and in the case of the Turkish minority these people should
be considered as Bulgarian citizens with a Turkish origin. As a result, like every
Bulgarian citizen, they have the right to be part of every political party. In fact,
a big part of the Turkish minority is represented in the Bulgarian and European
parliament as part of MRF (Movement for Rights and Freedoms) whose vast majority of supporters and representatives in the parliament are of Turkish origin.
The party has participated alongside with all political parties in the Bulgarian
Parliament in the preparations to join NATO and the EU and it supported these
processes like all other political parties. Moreover, the party participated in the
governance of the country in two mandates (2001-2009). In the period 20012005 the party was a coalition partner of the National Movement for Stability
and Progress, known also as National Movement Simeon II and they had 2
ministerial posts. The next government (2005-2009) was compounded of three
parties. This time the MRF was represented with 3 ministerial positions. In both
mandates their representatives were in charge of the Ministry of Agriculture.
This is understandable considering that a big part of the Turkish minority is
employed in the agriculture, and more specifically in the tobacco production
which was subsidized by the state.
Croatia
In 2002 Croatia adopted the Constitutional Act on the Rights of National
Minorities. According to it, members of national minorities elect no less than five
and no more than eight of their parliament representatives in special election
constituencies (the total number of MPs is 151). For the minorities who comprise
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more than 1.5% of the total population one seat is being guaranteed and the
maximum number of representatives from this particular minority cannot exceed
three (according to the data from the last census of the population only Serbs are
over the limit with 4.4%). The minorities whose total number is less than 1.5% of
the total population have the right to elect five representatives amongst their
members. In addition, the Act guarantees to members of national minorities the
right to be represented in the bodies of local self-government and representative
bodies of units of regional self-government. So far every government has put the
implementation of the Constitutional Act on the Rights of National Minorities
among its priorities. In the latest elections held in December 2011, eight members of parliament representing national minorities were elected. In May 2011,
right before the elections some additional steps were taken by the government
to implement the plan for minority employment for the period 2011-2014. The
level employment of minorities in the state administration and judiciary remains
below the requirements set by the Constitutional Act on the Rights of National
Minorities. However, this may be partially explained by the relatively low number
of new recruitment due to the general economic crisis.
Croatia also needs to continue to foster a spirit of tolerance towards minorities, in particular Serbs, and to take appropriate measures to protect
those who may still be subjected to threats or acts of discrimination, hostility
or violence.
ECONOMIC DEVELOPMENT
1. Transformation of the economy
During their transformation to a market economy, both countries have
faced similar economic developments and difficulties. Firstly, for these more
than two decades Bulgaria and Croatia have changed their economic structure
from heavily industrialised economies to economies where the main share of
the gross value added is produced by the service sector. Currently the sector of
services has a leading role in the share of gross value added in both economies
(63.3% in Bulgaria and 68.8% in Croatia). The difference came from the well
developed sector of tourism in Croatia. This process of transformation in both
countries was accompanied by opaque and delayed privatisation.
Furthermore, the transition period of both countries was marked by high
volumes of foreign direct investments (FDI). The structure of FDI by sectors of
economy was in favour of the above mentioned process of deindustrialisation
of the economy. In Bulgaria the attracted FDI was mainly in real estates (which
caused a real estate „bubble“) and financial services, both of which were shortterm profit-oriented investments.
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Table 1: Sector breakdown of foreign direct investment (stock 2011 in Euro mln)
Country

4 915

Transport +
comm.
4 670

Financial
services
6 524

Real
estate
8 137

3 279

2 058

8 096

2 405

Manuf.

Construction

Trade

Bulgaria

6 188

2 821

Croatia

6 146

388

Source: Bulgarian National Bank, Croatian National Bank

However, the Bulgarian economy, until the end of 2008, reached a high annual
growth of 6% on average which was driven mainly, on one hand, by the FDI and
on the other hand, by the household consumption. The latter was due to the
facilitated credit access of the households. The banks (most of the bank assets
in Bulgaria are owned by foreign banks) have invested very aggressively on the
credit market lowering the loan requirements. As a consequence the share of
non-performing loans has been growing after the start of the crisis in 2008 in
both countries and this is one risk which the banking system has to cope with.
Croatia, similarly to the other SEE countries (including Bulgaria), until 2008
received large capital inflows while domestic demand appeared to have been
the main driving force of growth. However, these strong inflows (FDI and bank
loans) did not necessarily improve competitiveness. They were distributed
mainly in non-tradable sectors (almost 70% of all FDI in Bulgaria and Croatia
were in non-tradable sectors). In Bulgaria over 80% of all banking loans were
in non-tradable sectors, while in Croatia this percentage was almost 90%.
As a consequence of all growth imbalances, after 2008 there was a sharp drop
in the credit growth as foreign capital dried up. The collapse in the global trade
soon led to a large drop in exports. In addition, the growing unemployment in
both countries is obstructing the role of consumption in GDP.
Table 2: Contribution of key components to growth (growth in %), Fiscal Balance (% of GDP)
2008
GDP
Household
consumption
Gross fixed
investments
Exports
Fiscal Balance
(% of GDP)

2009

BG

CRO

BG

CRO

2010
BG
CRO

2011
BG

CRO

2012
BG
CRO

6.2

2.1

-5.5

-7.0

0.4

-1.4

1.7

0.0

0.5

-2.0

3.4

1.3

-7.5

-7.6

0.0

-0.9

-0.6

0.2

2.3

-2.4

21.9

8.7

-17.6

-14.2

-18.3

-15.0

-9.7

-7.2

2.7

-4.6

12.6

6.5

-23.0

-21.5

33.3

18.3

30.1

7.6

1.8

0.4

1.7

-2.1

-4.3

-4.6

-3.1

-5.4

-2.0

-5.4

-0.5

-4.4

* Flash estimate of Bulgarian National Statistic Institutes and Croatian Bureau of Statistics
Source: Bulgarian National Statistic Institute. Croatian Bureau of Statistics
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The main differences between the economies of Bulgaria and Croatia
are the following:
Export: The economy of Croatia struggles to recover after 2009. The main
reason is the slow pace of recovery from the crisis in its major trading partners
and the lack of demand. This does not apply for Bulgaria, where the main driving
force of the growing GDP is the export of goods. This statement is supported
by the increasing industrial production index. As a result, the conclusion is
that Bulgaria succeeded in differentiating its export. As shown in tables 3
and 4 below, 81.4% of the Croatian export is concentrated in the EU and the
Balkans while this percentage for Bulgaria is 76.6%. In addition, the German
market is of great importance for the Bulgarian export, mainly because the
Bulgarian producers export goods for intermediate consumption which are
put in the production of goods for final consumption. Therefore, the growth
in the German economy in 2010-2011 led to an increase in the Bulgarian export as well. On the other hand, Croatia has a slight long-term advantage in
its export commodity structure. In 2011, in Croatia the share of machinery and
transport equipment in the total value of export is 29.7%, while in Bulgaria it is
only 16.9%. These kinds of goods are perceived as mainly export-oriented and
with more technologically sophisticated production. The conclusion is that in
Croatia the process of transition from medium- to high-tech produced goods
has achieved better results than those in Bulgaria.
Table 3: Bulgaria foreign trade 2011
Country
TOTAL
EU 27
Turkey
Serbia
FYR
Macedonia
Albania
BiH
Montenegro
Kosovo
Croatia

Export (mln
Export
euro)
(% of total)

Import (%
of total)

Trade balance
(mln euro)

20 264.3
12 604.4
1 733.1
478.4

100.0
62.2
8.6
2.4

23 406.2
13 898.8
1 106.7
253.9

100.0
59.4
4.7
1.1

-3 141.8
-1 294.4
626.4
224.6

461.3

2.3

250.6

1.1

210.7

51.7
41.2
12.1
47.4
84.0

0.3
0.2
0.1
0.2
0.4

17.3
7.8
0.5
1.2
53.3

0.1
0.0
0.0
0.0
0.2

34.4
33.4
11.6
46.2
30.7

Source: Bulgarian National Statistical Institute
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Import
(mln euro)

Table 4: Croatia foreign trade 2011
Country

Export
(mln euro)

Export
(% of total)

Import
(mln euro)

TOTAL
EU 27
Turkey
Serbia
FYR Macedonia
Albania
BiH
Montenegro
Kosovo
Croatia

20 264.3
12 604.4
1 733.1
478.4
461.3
51.7
41.2
12.1
47.4
84.0

100.0
62.2
8.6
2.4
2.3
0.3
0.2
0.1
0.2
0.4

23 406.2
13 898.8
1 106.7
253.9
250.6
17.3
7.8
0.5
1.2
53.3

Import
Trade balance
(% of total)
(mln euro)
100.0
59.4
4.7
1.1
1.1
0.1
0.0
0.0
0.0
0.2

-3 141.8
-1 294.4
626.4
224.6
210.7
34.4
33.4
11.6
46.2
30.7

Source: DG Trade Statistics. IMF (DoTS)

Fiscal stability: During the crisis a large budget deficit has grown rapidly in
Croatia. Already implementing expansion budget policy in 2008, it seems that
Croatia’s government was unprepared for the upcoming events. Consequently,
Standard & Poor’s cut Croatia’s bonds to junk in December 2012. Moody’s did
the same lowering their governmental bond rating from Ba1 to Baa3, the same
level as Hungary and Ireland. In contrast, until 2008 Bulgaria accumulated substantial budget surpluses which were used as a backup during the economic
crisis. Now the budget deficit is well in hand and in 2012 it is lower than the
prognosis (Table 2). Bulgaria is the only country in the region whose credit
rating was increased from 2008 till now. Currently, the Bulgarian government
bonds are evaluated on Baa2 by Moody’s and BBB by S&P.
Tourism: The sector of tourism has a great importance for Croatia. According
to a report of the World Travel Tourism Council the direct tourism contribution
in GDP is 11% and those of employment is 12.3%. In Bulgaria these numbers are
respectively 3.6% and 3.3%. Apparently, the key for Croatia’ success is not only
the geographic location but the implementation of a single tourism strategy
and successful country branding.
2. Competitiveness of the Bulgarian and Croatian economy through the
perspective of global indices of competitiveness:
Bertelsmann Transformation Index
Tuđman’s authoritarian rule and the war had their impact over the political and economic transformation of Croatia. Minority rights, war crimes and
privatization are key problems which the country must face.
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On the other hand, beside the prudent fiscal policy Bulgaria did not implement the much needed reforms in education and R&D. The real challenge
and long-term goal in front of the Bulgarian governments lies in building a
knowledge-based economy and investing in human resources. Another goal
according to BTI 2012 and not solved till now is the increase of solidarity in
the Bulgarian society. Bulgaria needs to focus on equitable access to benefits
of economic growth and EU membership for all societal groups. The country
also needs to strengthen its social safety net and invest more to secure equity
in education and the provision of health care.
Table 5: Bertelsmann Transformation Index 2012
Category
Status Index
Political transformation
Economic Transformation
Management index

Croatia
8.25
8.40
8.11
6.39

Bulgaria
8.29
8.65
7.93
6.56

Source: http://www.bti-project.org/country-reports/ecse/

Doing business
The “Doing business 2013” report covered 185 economies and highlighted
two main tendencies. First, the European economies in fiscal distress are making efforts to improve the business climate and second, the gap between
the top performance economies and all other countries is narrowing. Finally,
everywhere in the world better regulatory framework means better chance of
attracting FDI. All these trends prove the fact that countries like Bulgaria and
Croatia have to put more efforts in creating better business environment.
Table 6: Doing Business 2013 (ranking from 185 economies)
Category
Ease of doing business
Starting a business
Dealing with construction permits
Getting electricity
Registering property
Getting credit
Protecting investors
Paying taxes
Trading across borders
Enforcing contracts
Resolving insolvency

Bulgaria
66
57
123
128
68
40
49
91
93
86
93

Croatia
84
80
143
56
104
40
139
42
105
52
97

From Table 6, it is easily to be seen that both countries are lagging behind
in dealing with construction permits. The long and heavy procedure creates
preconditions for abuse of power and corruption. According to the measured
indicators Bulgaria put a focus on reforms in easing the start of new business
but the country should improve more in the categories related to the judicial
system (enforcing contracts and resolving insolvency) and a basic requirement
like getting electricity. The recent reforms from Croatia are in the field of paying taxes but on the other side reforms should be done in terms of registering
property and protecting investors (the protection of minority shareholders
against the director’s misuse of corporate assets).
Global Competitiveness Index (GCI) – World Economic Forum
The GCI is the most complex indicator from those described above for
comparing the competitiveness of both economies. Table 7 is an evidence
for some previous statements in this summary. Bulgaria has good macro
stability with improving infrastructure in the recent years but still struggles
to implement long-term educational reforms and innovation policy. The
clumsily working institutions do not help in improving the competitiveness either. After all, the improved position among the ranked countries
is a positive sign.
Croatia drops in the last year ranking but this is mostly in a result of the
stagnation of the economy and budget cuts. The problem areas are the work
of the institutions and the efficiency of goods and labour market. Despite
those facts the Croatian economy is determined as more advanced in its
development than the Bulgarian one based on two factors. First, higher GDP
per capita and second, the structure of the export. Apparently, during the
transition period Croatia has made decisive steps in upgrading the tangible fixed assets and started producing more technologically sophisticated
products. Croatia is also one step ahead of Bulgaria in terms of innovations
–companies invest more in R&D and in addition, the collaboration between
the industry and the universities is assessed as very high.

Source: Doing Business 2013, World Bank
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Table 7: Global Competitiveness Index (ranking from 144 economies)
Category
GCI 2012–2013
GCI 2011–2012 (out of 142)
GCI 2010–2011 (out of 139)
Basic requirements
Institutions
Infrastructure
Macroeconomic environment
Health and primary education
Efficiency enhancers
Higher education and training
Goods market efficiency
Labour market efficiency
Financial market development
Technological readiness
Market size
Innovation and sophistication factors
Business sophistication
Innovation

Bulgaria
62
74
71
65
108
76
31
49
59
63
83
49
80
52
62
97
97
92

Croatia
81
76
77
60
98
44
60
60
72
56
114
106
92
50
71
83
96
74

Source: The Global Competitiveness Report 2012-2013. World Economic Forum

REGIONAL PERFORMANCE INDICATORS
– Travelling
Travelling from Bulgaria and Croatia to the EU
In 2011 over 1.93 mln Bulgarians travelled to EU27 (for holiday and business),
which is approximately ¼ of the population of the country. In the same year,
about 1.1 mln Croatians (total population of 4.4 mln) travelled to EU countries. It
appears that the same proportion of Croatians and Bulgarians have visited the
EU. The main destinations for Croatians are the neighbouring and the Central
European countries (Austria, Hungary, Italy and Slovenia). Bulgarians prefer
also their neighbours Romania, Greece and the non-EU member state Turkey. It
seems that even though Croatia is not officially part of the EU, its citizens have
travelled already freely and we may assume that the forthcoming accession to
the EU will accelerate the convergence between the countries.
From other Balkan countries to Bulgaria and Croatia
Apparently, Bulgaria is a preferred destination by the citizens of other Balkan
countries (Table 8). There are two determinants. The first is the geographic
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location and the second one is the difference in the tourism strategies of the
countries. Bulgaria’s tourism sector covers usually the low-price segment and
in recent years offers better conditions for the citizens of the other Balkan
countries which are not EU members. On other hand, Croatia is focused in attracting more solvent tourists from the EU.
Table 8:
Balkan Countries Tourists in Bulgaria 2011
(‘000 people)

Balkan Countries Tourists in Croatia 2011
(‘000 people)

Albania
BiH
Croatia
FYR of Macedonia
Montenegro
Serbia
Turkey
TOTAL

Albania
Bulgaria
BiH
Montenegro
FYR of Macedonia
Serbia
Turkey
TOTAL

20
9
15
383
5
243
185
860

24
37
223
12
25
87
44
452

Source: Bulgarian National Statistical Institute, Statistical Yearbook of the Republic of Croatia 2012

Cross-Border Cooperation
What is the level of cross-border cooperation (CBC) of the two countries with
their respective neighbours on the Balkans which are still outside of the EU? In
Tables 9 and 10 (below) are described the amounts of funds available and their
main priorities in the last Multiannual Financial Framework of the EU. Firstly, as
an EU member state since 2007, Bulgaria has an advantage of created capacity
and accumulated experience in managing EU funds. At the moment Bulgaria
has open calls for proposals (CfP) with all 3 countries. The program with only
one completed CfP for the period 2007-2013 is with Serbia. As a consequence
the added value to the Bulgaria’s neighbouring countries is significantly higher
than in the case of Croatia. Secondly, the available funds financing the crossborder programs in Bulgaria are considerably larger than those in Croatia. This
apparently will change after Croatia joins the EU and with the adoption of the
next Multiannual Financial Framework of the EU (2014-2020). A well-known
fact is that bordering regions are often underdeveloped and the amounts
redistributed by the CBC programs in the region will definitely contribute to
their economic progress.
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Table 9: Cross-Border Cooperation programs of Bulgaria with non-EU member countries 20072013
Country
Serbia
(2 calls for proposals. 1
completed)
FYR Macedonia
(3 calls for proposals. 2
completed)
Turkey
(3 calls for proposals. 2
completed)

Priority
Development of small-scale infrastructure (55%)
Enhancing capacity for joint planning, problem solving
and development (35%)
Technical assistance (10%)
TOTAL
Economic development and social cohesion (40%)
Improvement of the quality of life (50%)
Technical assistance (10%)
TOTAL
Sustainable Social and economic development (40%)
Improvement of the quality of life (50%)
Technical assistance (10%)
TOTAL

Programm
Amount
(mln EUR)
20.3
12.9
3.7
36.9
8.4
10.5
2.1
21.0
12.8
16.1
3.2
32.1

Source: www.ipa-cbc-007.eu; www.bridges-bgmk.com; www.ipacbc-bgrs.eu

Table 10: Cross-Border Cooperation programs of Croatia with non-EU member countries 20072013
Programm
Country
Priority
Amount
(mln EUR)
Sustainable Socio-Economic Development
9.5
Serbia
(2 calls for proposals. 1
Technical assistance
1.2
completed)
TOTAL
10.7
Creation of a Joint Economic Space
BiH
(2 calls for proposals. 1
Improved Quality of Life and Social Cohesion
9.0
completed)
Technical assistance
Creation of favourable environmental and socio-economic
Montenegro
conditions
6.5
(2 calls for proposals. 1
completed)
Technical Assistance
Source: www.croatia-serbia.com; www.cbc-cro-bih.net www.cbc-cro-bih.net

CONCLUSION
What lessons the other candidate countries can take in the process of EU
integration and economic development?
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First and foremost, the country must have a clear vision about its future
development - both in a political and an economic aspect. Furthermore, the
society should be capable of building a steadfast consensus about every significant question arising in this respect.
Second, the judicial system is one of the main pillars of a sustainable democratic society. True EU integration can be fulfilled only by completing the criteria of independent and effective judicial system. Despite the progress made
by both countries, fighting the corruption and organized crime continues to
cause concerns. In addition, the better a judicial system is, the better are the
conditions for doing business (more investments).
Third, when Bulgaria and Croatia are compared the difference between them
cannot be missed in terms of civil rights and minority problems. Croatia has
faced the heavy burden of the war during the 90’s. Having this in mind and the
fact that minority problems on the Balkans are a very sensitive issue, the other
candidate countries (for example Serbia) can gain experience in this field and
search for further improvements.
Fourth, all SEE countries are plagued by similar consequences of the world
financial and economic crisis. Consumption (fed up from FDI and credit expansion) was the main factor which has driven the economic growth. Apparently,
this model is not successful anymore and the economy has to switch to another,
more sustainable pattern. But what could improve the competitiveness of the
economies:
l Efficiency of the institutions – a very similar and problematic area for
both countries. It is proven that the working public institutions improve the
competitiveness and decrease the percentage of the grey economy.
l Long-term investments in education and R&D creating conditions for
producing high-tech goods and services.
l Export to be the focal point and main driving force of the growth. Although
Bulgaria managed to diversify its export, it is still necessary to upgrade its commodity structure. It is important for each country to identify its comparative
and relative advantages and to form a long-term national strategy.
l Attracting of FDI in export-oriented sectors.
Fifth, with Croatia joining the EU the expectations are for fostering the crossborder cooperation with its neighbours. On the other hand Bulgaria has the
experience and so far deals with the process more effectively. Probably, for
countries like Serbia the CBC program with Bulgaria is with growing importance
due to the larger eligible geographic area than in the case with Croatia.
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INTERNATIONAL COOPERATION
IN SEE
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THE REGIONAL COOPERATION COUNCIL (RCC) –
ROLE AND PRIORITIES FOR ENHANCING REGIONAL
COOPERATION IN SOUTH EAST EUROPE
IN THE CONTEXT OF THE EUROPEAN INTEGRATION
OF THE SEE COUNTRIES
Mr. Stanislav Daskalov is currently the Head of the Liaison
Office in Brussels of the Regional Cooperation Council for
South East Europe.
Previously he has served for 6 years as Bulgaria’s Ambassador/
Head of Mission to the EU (2001-2006) and as Ambassador
and first Permanent Representative of Bulgaria to the EU
(2007).
He was Bulgaria’s chief negotiator for the US-Bulgarian Trade
Agreement (1990), Europe Association Agreement (1992),
EFTA agreement (1993), GATT accession (1991-1993) and Deputy Chief Negotiator
for Bulgaria’s accession to the EU (2001-2005). In the past he had also served as
minister of foreign affairs in the government of prof. Berov (1993-1994) and deputy
trade minister of Bulgaria (1991-1992) in the governments of D.Popov, F.Dimitrov
and prof. Berov. Mr. Daskalov was the first representative from Central and Eastern
Europe to Chair the Committee of Ministers of the Council of Europe in 1994.
He has also experience in civil society organisations (co-founder and Chairman of
the Board of the European Institute in Sofia in (1999-2000), President of the Board
of the FAEL Foundation (1994-2000) for support of SMEs under Swiss financed
program, Member of the Board of the Atlantic Club of Bulgaria, as well as in the
private sector.
Regional cooperation in SEE - background:
• 1996 - Southeast European Cooperation Process (SEECP) launched in
Sofia
• 1999 - The stabilization process got momentum through the launching
of the Stabilisation and Association Process (SAP) for the Western Balkan
countries and the Stability Pact for SEE, as mechanisms of predominantly
European support to the region.
• 2003 -  The Thessaloniki EU Summit provided a clear European perspec66

67

tive of the WB region thus giving new stimulus for regional cooperation
in the region.
• 2008 - The Regional Cooperation Council (RCC) was set-up in Sofia
• Numerous (over 40) regional cooperation structures and initiatives have
been developed since 1999.
Regional cooperation - an essential element of the enlargement process
and SAP (Dec. 2012 EU Council conclusions):
• ENLARGEMENT STRATEGY
…The Council reiterates that regional cooperation and good neighbourly relations remain essential parts of the enlargement process. They
contribute to prosperity, stability, reconciliation and a climate conducive to
addressing open bilateral issues and the legacies of the past.
• WESTERN BALKANS
…Regional cooperation and good neighbourly relations are essential elements of the Stabilisation and Association Process. The Council welcomes
that further progress was made by the Western Balkans regarding regional
cooperation and reconciliation, while stressing that the inclusiveness of this
process must be ensured by all parties concerned. Parties concerned in the
Western Balkans must ensure that any disputes between them do not have a
detrimental effect on their shared goal of progress towards EU membership...
Issues stemming from past conflicts in the Western Balkans remain key challenges and need to be urgently addressed…
Achievements in the European and Euro-Atlantic integration
•
EU integration process is well underway.
• Croatia will become the 28 EU MS as of 1 July 2013. Turkey and Montenegro
are negotiating their accession to the EU. The FYR of Macedonia and Serbia
have candidate status and are expecting to start EU accession negotiations. Albania applied for EU membership and is expecting candidate
status. Bosnia and Herzegovina signed the Stabilization and Association
Agreement with the EU but has not yet applied for EU membership.
Moldova is completing its negotiations for Association Agreement, including DCFTA.
• Albania and Croatia became NATO members in 2009. Other WB countries
have PfP programmes.
• EU introduced visa liberalization for the FYR of Macedonia, Montenegro,
Serbia, Albania and Bosnia and Herzegovina.
68

RCC - five years of operation
• The mission of RCC:
To promote regional cooperation in SEE with a view of supportingeconomic and social development and to promote the region’s European and
Euro-Atlantic
integration of which regional cooperation is an essential part.
• The RCC operates under the political guidance of the SEECP and represents
its operational arm.
• The RCC is largely a regionally owned and led organisation (compared
with the Stability Pact for SEE) with inclusive participation.
• 3 categories of SEE participants in RCC: EU members, IPA countries
(enlargement countries) and a country covered by EU Neighbourhood
Policy.
RCC Priority areas:
• Economic and Social Development
• Infrastructure and Energy
• Justice and Home Affairs
• Security cooperation
• Building Human Capital and crosscutting issues: Parliamentary
Cooperation, culture, NGOs, gender
RCC - strategic planning for 2014 – 2016
The RCC exercises a number of general (‘horizontal’) functions:
• Assisting the SEECP;
• Monitoring regional activities;
• Exerting strategic leadership in regional cooperation (inter alia, assessing
the needs and gaps in regional cooperation);
• Providing a regional perspective in donor assistance, notably in EU assistance under the Instrument for Pre-Accession Assistance (IPA).
• Representing the region;
• For all the above functions, the RCC plays the role of catalyst and ‘incubator’ of activities.
RCC Strategy and Work Programme (SWP) 2014 - 2016
Re-grouping priorities and activities under three layers of the prioritization
“pyramid” (more focus and synergy):
• Job-creating Growth and European Integration
• Stability and Rule of Law
• Extending Participation, Widening Partnerships
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Pillar Dimensions

Smart growth

Integrated growth

RCC SWP prioritization “pyramid”
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‘The Council of the EU recalled the role of RCC, welcoming the RCC’s focus
on the growth targets in the context of the SEE 2020 strategy, which aimed to
adapt the Europe 2020 process to the regional needs and realities .’ (EU Council,
Dec. 2012)

Pillars

Overall targets

SEE 2020 Strategy

Vision building process – SEE 2020
Upgraded relationship with SEECP
More direct role in the EU Enlargement process
Keeping on fundamental principles of regional cooperation:
regional ownership, regional responsibility (leadership), all
inclusiveness

i. Increase regional GDP PPP per capita from 38% to 46% of the EU-27 average
ii. Grow the region’s total value of trade in goods and services by more than 130%
iii. Reduce the region’s trade deficit from 14.1 to 11.6 per cent of regional GDP

•
•
•
•
•
•
SEE 2020 Objectives, Stakeholders and Coordination Mechanism
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SEE 2020 Strategy - Job Creating Growth and EU Integration
Regional priorities
• Horizontal (strategic leadership, coordination, monitoring of progress,
donor coordination around SEE 2020, streamlining cooperation, strengthening regional structures)
• 5 Pillars - Sectoral priorities (Integrated: trade and investment, Smart: enhanced RC in education, strengthening research capacities for innovation,
promotion of cultural and creative sectors; digital society; Sustainable:
resource efficiency; competitiveness; Inclusive: social development;
Governance: improved public services, anti-corruption, responsible fiscal
and monetary policies
JHA and Security Cooperation – Stability and Rule of Law
Regional priorities
• Greater coordination of regional cooperation in fighting organised
crime
• Support activities in the area of Migration, Asylum and Refugees
• Improve efficiency of regional dialogue and cooperation mechanisms on
security and defense issues
• Contribute to enhanced political support to security cooperation and the
cross-sectoral dimension

Governance of the SEE 2020

SEE 2020 Implementing Structure

Cross-cutting Issues – Extending Participation, Widening Partnerships
Regional priorities
• Supporting parliamentary activities related to the EU acquis and strengthening of SEECP parliamentary dimension
• Fostering regional cooperation in the field of media
• Supporting involvement of civil society
• Gender
Key principles of the SEE 2020
1. Added value to national efforts – regional relevance
2. Decentralized development and implementation
3. Quantifiable indicators and measurable progress
4. Clear governance structure and political support
5. Strong link with IPA 2
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RCC Strategy and Work Programme 2014-2016 and SEE 2020

SEE TRANSNATIONAL COOPERATION PROGRAMME
2007 - 2013: REGIONAL DEVELOPMENT IN ACTION
Ivan Curzolo was born in Trieste in 1974. He has a degree in
Law. He gained his first experiences in territorial cooperation
providing technical assistance services to different public
administrations in charge of programmes and projects financed by structural (ERDF) and pre-accession funds (PHARE
and CARDS) in 1994 – 1999 and 2000 – 2006.
In the programming period 2007 – 2013 he was part of the
team who drafted the chapters related to the new Objective
3 within the National Strategic Reference Framework in Italy. He was then in charge
of transport projects portfolio within the Joint Technical Secretariat (JTS) of the
Alpine Space Programme. Since 2012 he is the Director of the South East Europe
transnational cooperation Programme JTS.
A transnational approach to cooperation in SEE

If done correctly, SEE 2020 provides…
• A clear framework with identified strategic targets, indicators and measures to guide cooperation, consistent with national priorities
• Governance framework for cooperation and coordination on policy responses to issues that cross national borders
• Framework for interaction with donors engaged in regional interventions
and coordination with national IPA programmes
…with clear benefits for regional cooperation as well
• Unambiguous roles of stakeholders in regional cooperation
• Fully streamlined activities of regional players
• Clear monitoring mandate with pre-defined indicators and agreement
with regional structures and national administrations
• Strong focus
Challenges:
• Political will
• Capacities and institutions
• Putting forward appropriate governance mechanisms and incentives
• Coupling commitments with tools to reach objectives
• Intra-governmental coordination within the SEE administrations
• Evolution of the EU Enlargement Policy
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The South East Europe programme is a unique instrument which, in the framework of the Regional Policy's Territorial Cooperation Objective, aims to improve
integration and competitiveness in an area which is as complex as it is diverse.
The SEE Transnational Programme provides a framework for the development
and implementation of cooperation projects around the South East Europe
Area. By means of joint activities carried out at transnational level between
the 16 partner states, the Programme works to make the SEE region more
competitive and better integrated.
The programme brings a valuable contribution to the overall efforts made
at EU level towards reducing economic and social disparities in the SEE area
and to strengthening of relations among the 16 beneficiary states in Southern
Europe. The potential as well as the need for cooperation in the area are very
high, enhanced by the economic, social and cultural diversity of the South
Eastern countries.
Another important characteristic of the programme is that it actively seeks
to contribute to the transfer of knowledge and expertise between the EU
member countries of the region and their counterparts in the western Balkan
countries and the neighborhood countries (Moldova and Ukraine). The value of
this type of cooperation lies in its capacity of turning boundaries into connec75

tions, bringing together important ideas and resources, and providing people
the opportunity to work together via the exchanges, networks or other joint
activities developed around a project.
The South East Europe programme is the transnational programme which
gathers the biggest number of participating countries: 16 in total. 8 of these
are EU Member States, 6 are candidate and potential candidate countries and 2
are countries participating in the European Neighbourhood Policy. Regardless
their location or political status, various institutions from these countries are
benefiting from the Programme by working together for developing joint
projects.

settlement structures but also forms the spatial framework for the economic
base and development perspectives. The regional GDP per capita performance
shows that the programme area is far from being cohesive, with differences
between rich and poor regions being more than tenfold.
The SEE area is as well in the focus of the newly elaborated EU Strategy for
the Danube Region, as most countries participating in the Programme are also
part of the Danube region. This initiative seeks to develop the huge economic
potential and improve environmental conditions of the region. Cooperation
within a 'macro-regional' framework, such as the Danube region, is intended
to produce even more effective coordination; it aims to complement the development of the region, to advance integration and to serve its interest as a
whole, while taking into account its diversity.
Why transnational cooperation in the SEE?

The programme area is characterized by economic, social, infrastructural,
technological, administrative and institutional disparities and diversities. That
said, the political, cultural, social, ethnic and religious diversity of Europe and
the Orient meets in the cooperation area, and this great diversity lends enormous potential to the foundation of cross-border and transnational cohesion.
The diversity of the area’s topography not only determines the spatial and
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Territorial cohesion lies at the crossroad of the competitiveness and integration policies. Its aims are to reduce regional disparities, coordinate coherent
sector policies and achieve added value compared to the results expected by
the implementation of single programmes and initiatives.
Territorial cohesion in South East Europe is more than the sum of all national
and regional policies of the participating regions and states.
The SEE programme shall improve the territorial, economic and social integration process and contribute to cohesion, stability and competitiveness
through the development of transnational partnerships and joint action on
matters of strategic importance.
The Programme strategy has been elaborated as the result of the interaction
of three conditions:
- the instrument is financed and implement in the frame of the Cohesion
policy, therefore reflecting the aims and sharing the objectives of this EU
policy;
- the involved territories of the SEE have specific needs and challenges that
have to be taken into consideration when planning actions;
- fields of actions and type of cooperation have to be in line with the
European Territorial Cooperation.
Effective transnational cooperation in the entire programme area can only
be achieved through the promotion of partnerships resulting in high quality
result orientated transnational projects of strategic character, relevant for the
programme area.
Broad partnerships with a wide range of actors mean that the mobilisation
of the skills and knowledge of various partners has the potential to make both
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planning and implementation more effective. Moreover, the partners enjoy a
wider perspective and this helps their work to get a more strategic, transnational dimension.
As another consequence of this approach, the programme also supports
efforts that focus on and have a clear positive impact on larger transnational
geographic areas such as river basins, transport corridors or polycentric developments. This emphasis is especially important to the programme since transnational geographic areas could be highly relevant to integrated economic,
social and environmental development but are not typically targeted by other
programmes such as cross-border or interregional cooperation programme.
The SEE stands proudly for the most complex programme in the field of
European territorial cooperation. The main part of the Programme budget comes
from the ERDF (European Regional Development Fund) but it is in addition supported by two other financial instruments: Instrument for Pre-Accession (IPA),
which concerns Albania, Bosnia and Herzegovina, Croatia, the former Yugoslav
Republic of Macedonia, Montenegro and Serbia) and European Neighbourhood
and Partnership Instrument ENPI (concerning Republic of Moldova and Ukraine).
The history of territorial cooperation of EU member states with non EU
member states dates back to CADSES Programme. The development of the
Programme went gradually and during the period 1996-2006 (from CADSES I
till CADSES II) the non EU member states joined the programme benefiting the
equal opportunities as the EU member states. Their participation was enabled
through financing instruments CARDS, PHARE and TACIS CBC.
The participation in the CADSES programme, the precursor of the 2007–13
South East Europe programme, provided the first opportunity for Western
Balkan countries, as well as Ukraine and Moldova to get involved in transnational cooperation with EU Member States and, by the same occasion, to get
familiar with the procedures of INTERREG programmes.
The SEE programme has continued in a good manner what had been initiated
under CADSES. The stakeholders from the programme area have embraced
the possibility to work together on overcoming common challenges and the
partnerships, driven by the common need and desire to turn to each other,
are impressive. The partners from IPA / ENPI countries are highly represented
in the Programme which testifies how important transnational programmes
are, as a tool to deal with much wider and complex issues, which could not be
solved in other way.
Transnational cooperation’s importance is highlighted especially with regard
to the Western Balkan countries which strive to become the members of EU.
Regional cooperation is one of the prerequisite of the EU accession and the
SEE offers the right platform.
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Apart from meeting the accession requirements, the networks have been
already established, the national stakeholders are building durable relations
and the region is perceived as a whole. Republic of Moldova and Ukraine,
through their participation in the Programme, are given an opportunity to
work together around key common challenges and most importantly the area
is not left aside but enjoys the EU neighboring relations.
The South East Europe has pioneered a new phase of funds management
(called “integrated management”) during the period 2010-2013 which aimed
to stimulate and streamline the participation of partners coming from non EU
countries. The initiative, which was a novelty for European Territorial Cooperation
policy, came from the European Commission and the programme authorities
invested efforts in designing the new management system. In the new phase
the IPA funds are fully integrated with the idea to give equal possibilities and
responsibilities to the Partners coming from IPA countries. This improved the
management not only of IPA funds but of the Programme itself.
AREAS OF COOPERATION
Environment, Innovation, Accessibility and Sustainable Growth Areas
are priorities for the SEE Programme.
Over the period 2007–2013, the SEE Programme is focusing on important areas
such as environmental protection and climate change, innovation, accessibility
and sustainable growth, making clear the commitment of the partner states to
economic and social development and a more equal and integrated Europe.
The 4 priority axes for the 2007 -2013 period are:
• Facilitation of innovation and entrepreneurship
• Protection and improvement of the environment
• Improvement of the accessibility
• Development of transnational synergies for sustainable growth areas
Priority Axis 1: Facilitation of innovation and entrepreneurship
The ultimate goal of Priority Axis 1 is to facilitate innovation, entrepreneurship, knowledge economy and to enhance integration and economic relations
in the cooperation area.
Priority Axis 1 shall contribute specifically to the future development of South
East Europe as a place of innovation, contributing indirectly to the economic
growth and employment in the technology sector.
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In particular Priority Axis 1 projects are working along three Areas of
Intervention (AoI) and support transnational partnerships and actions that
contribute to:
• Development of technology and innovation networks in specific fields
(fostering networking and technological cooperation in specific technology fields e.g. advanced engineering, Information and Communication
Technologies).
• Developing the enabling environment for innovative entrepreneurship (addressing structural deficits especially in the SME sector).
• Enhance the framework conditions and pave the way for innovation
(strengthening the enabling innovation environment at the governance
level and promotion of public awareness for innovation).
Priority Axis 2: Protection and improvement of the environment
South East Europe is characterised by a large and diverse setting of natural environments ranging from alpine to continental and Mediterranean regions.
The ultimate goal of Priority Axis 2 is to override the constraints imposed
by the national barriers in foreseeing and preventing future environmental
threats and to develop common transnational action for the protection of
nature and humans.
This Priority Axis seeks in particular to support partnerships and actions
that:
• Improve integrated water management and flood risk prevention
(development of transnational structures and systems/tools for an integrated management of water resources and flood risk prevention).
• Improve prevention of environmental and technological risks (development of transnational structures and systems/tools for environmental
risk protection, and comprehensive policy development to reduce risks
and impacts on human health, biodiversity and other environmental
issues).
• Promote cooperation in the management of natural assets and protected areas (cooperation and know-how transfer in managing natural
assets – e.g. vulnerable ecosystems, natural/semi natural areas, protected
areas – and support of transnational awareness building on the importance of natural assets as a development factor).
• Promote energy and resource efficiency (establish coordination and
transfer of know-how on energy and resource efficiency policies, to cooperate in the adoption and adaptation of EU policies and directives in the
relevant fields and the preparation of the area to cover the expected rise
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in energy demand and resources consumption through environmental
friendly approaches).
Priority Axis 3: Improvement of the accessibility
Accessibility is considered to be one of the prime requirements for economic
development and growth and finally for territorial cohesion. It facilitates the
exchange of goods and ideas and the movement and interaction of people.
Existing networks in South East Europe are in most cases heavily fragmented
or face inwards mainly serving single states and regions. In most cases these
networks are of inferior quality, with a high congestion of existing infrastructure but without the development of viable alternatives, and cannot cope
with the constant increase in transport needs. The objective of this priority
axis is to promote physical and virtual accessibility to the programme area.
The programme is therefore confronted with a large number of challenges.
In confronting these challenges, the programme cannot substitute other,
more specific programmes and plans. However, using its limited funds, it can
complement those by providing a platform for co-ordination and agreement
among states, as well as a forum for negotiations with international financing
institutions, donors etc.
In this context, the specific objective of Priority Axis 3 is to promote coordinated preparation for the development of accessibility networks and the
support of multi-modality.
This Priority Axis supports transnational partnerships and activities that
contribute to:
• Improving coordination in promoting, planning and operation for
primary and secondary transportation networks (physical accessibility - provision of tools and space for coordinated promoting, planning
and operation for primary and secondary transportation networks).
• Developing strategies to tackle the “digital divide” (virtual accessibility - access to ICT networks and services - joint initiatives to lessen the
“digital divide” among states and regions especially where market failure
is evident or expected).
• Improving framework conditions for multi-modal platforms (support
of multi-modal platforms and the promotion of alternative transport
means, e.g. rail and or sea compared to road – from the view of the public
interest).
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Priority Axis 4: Development of transnational synergies for sustainable
growth areas
This Priority facilitates the development and implementation of integrated
strategies for metropolitan areas and regional systems of settlements, working
towards optimal polycentric structures in the programme area and the use of
cultural values for sustainable development.
The objective of Priority Axis 4 is to take different forms of preventive measures and development factors, showing a specific cross-sectoral character
strongly interlinking economic, environmental, social and governance issues
in sustainable urban and regional settlement development.
This Priority Axis seeks in particular to:
• Tackle crucial problems affecting metropolitan areas and regional
systems of settlements (such as social segregation, growing poverty, lack
of investments in certain areas, insufficient provision of public services,
overburdening traffic capacities).
• Promote a balanced pattern of attractive and accessible growth
areas (further increase of coordinated strategic planning, co-ordinated
marketing and lobbying, and functional division and complementarity to
achieve competitiveness, (international) visibility and ensure a sufficient
level of public services).
• Promote the use of cultural values for development (further utilisation
of the wide cultural diversity as a development factor and as an asset in
global competition and to promote creativity, cultural identity and generate income and employment.
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CHAPTER III
POLITICAL ISSUES ON THE
AGENDA OF SEE AND BLACK SEA
COUNTRIES
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EUROPEAN UNION ENLARGEMENTS:
PAST – PRESENT – FUTURE
Willem Noë, European Commission, Directorate
General ELARG, Unit B-4 'Iceland'
After graduating international economic relations and
macro-economics at the University of Amsterdam, the
Netherlands, Mr. Willem Noë started in 1986 at the Ministry
of Economic Affairs in the Netherlands as a research
economist on international economic relations. In 1991
he moved to the European Commission in Brussels where
he has been working since. He has been active in various
Directorate-Generals (DGs) including DG Science, Research
& Development (1991); DG External Relations (1992); DG Enterprise (1996); DG
Economic & Financial Affairs (2000); and at the EU Representation in Berlin for
DG Communication (2006). After his return from Berlin to Brussels (2010) he took
up tasks as policy officer in DG Enlargement, first in the Iceland Unit and currently
the Unit for Bosnia-Herzegovina.
Throughout his career at the European Commission, Mr. Noë has dealt with two
general themes: globalisation and EU Enlargement. As an economist, his earlier
tasks included, inter alia, the economic assessment of several Candidate Country
economies (Slovenia and Cyprus) in the framework of the Copenhagen Criteria
and EU Enlargement, and analysis on EU international industrial relations and
EU trade, foreign direct investment and globalisation of EU economies, and their
implications for economic policy making at the European level. His main tasks
in the DG ELARG Unit for Iceland, which has a coordinating role to help prepare
Iceland for possible entry into the EU, comprised of preparation and coordination
of a number of the 'economic' acquis chapters.
Mr. Noë also taught graduate courses on the economics & political economy of EU
Enlargement as an EU Fellow at Pittsburgh University (US). He has made numerous presentations on EU integration at universities, schools, and various other
audiences in and outside the EU including Australia, Cyprus, Denmark, France,
Germany, Latvia, the Netherlands, and the UK. He has been involved in publications on globalization of EU trade developments, EU Enlargement and on Cyprus
reunification. His main interests are on globalisation and the economics and political economy of EU Enlargement, European history, and the study of economic,
political and cultural roots of Europe.
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From past to present: 6 to 27+
Precursor to the EEC - Traumas and fear of war, concerns on US, German or
Soviet domination, discredited nationalism, economic interests as well as a
genuine desire to create a united Europe of peace and stability were central
ideas for the creation of European Coal and Steel Community in 1951. Why
coal and steel? Because indispensable in preparation for warfare, as explicitly
stated in the ECSC Treaty. This reasoning already gives a sense of what modern
European integration was, and is, about: A huge confidence building measure, taking first and foremost the particular form and dynamics of economic
integration.
Original six Member States signed up for the 1957 Treaty of Rome establishing the EEC. Success of this particular deep form of economic integration, as
opposed to competing forms (EFTA) started to attract other European states
as well (see slide). While every Enlargement is of historical and political significance, I would argue that the latest rounds (2004-2007, often referred to
as 'Big Bang') with 12 new Member States entering, plus now entry of Croatia
in 2013, mark a special historical and political significance when taken in the
context of European history. The motivation for the Peace Nobel Prize to the
EU refers also to the transformative power of Europe turning former combatant
countries into Member States.
The Past Unfulfilled
Not all applications for Membership were successful; either because the application was rejected (Morocco; not considered part of 'Europe') or the country
itself pulled back after referenda (Norway, Switzerland). At the same time, no
country has ever left the EU although there is a footnote to that: parts of EU
MS left, either because it became an independent state (Algeria from France in
1962) or withdrew from EU Membership while formally still part of a MS, albeit
with home rule (Greenland and Denmark in 1985).
The Future Direct
The group of 'pre-accession countries', countries that have an outlook on
EU Membership as recognized by the EU, is divided in three subgroup (and
please note that it is the Council that negotiates with the candidate country,
not the Commission, and that all decisions concerning the Enlargement process require Council unanimity):
Acceding countries (meaning Accession Treaty has been signed and is now in
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process of ratification): Croatia was an acceding country following the signing
of the Accession Treaty on 09/12/2011 until EU accession on 01/07/2013
Candidate countries (meaning that Council has declared that negotiations
can be formally opened – although effectively nothing could be happening
yet. The status is more a political than a formal/legal one:
Potential candidates (meaning EU has indicated willingness to start negotiations with the potential candidate when the latter is 'ready' –and the Council
has accepted to start negotiations, thereby then moving potential candidate
to candidate country status, see above).
Kosovo* (*This designation is without prejudice to position on status, and
in line with UNSC 1244 and the ICJ Opinion on the Kosovo Declaration of
Independence); It is esp. because of Kosovo this heading does not say potential candidate countries. Several MS have at this time not recognized it as a
nation-state, and it is only nation-states that can become a Member State, not
regions or cities. At least part of this non-recognition is related to a concern
deeply embedded in European history: Nation-states emerged only relatively
late in Europe, from 15-16th century onward. Until then, and continuing to this
day, the locus of identification for many if not most Europeans was traditionally
the region if not city more than the state, and the nation-state had to create
itself in long processes often fraught with conflict and strife. So, when a part
of a country would declare itself an independent nation-state, and apply for
EU Membership (not in the last place to have such nationhood acknowledged
in the international community, a political and historical reason to apply for
Membership) this could evoke strong echoes of the European past and on the
future of MS themselves; what is to stop any region in MS to do exactly the
same thing?
Who can become a Member State?
“Any European State which respects the principles of liberty, democracy, respect for human rights and fundamental freedoms, and the rule
of law, principles which are common to the Member States, may apply to
become a member of the Union“
(Treaty on the European Union, Art.49 and Art 6(1))
While the Treaty clearly indicates it is only nation-states that may apply
for Membership, the key word in this context is European. The geographical
boundaries have never been clearly defined and therefore it is a a fuzzy concept. From a political point of view, European is whatever the Council decides
to accept as European ('yes' to Turkey, 'no' to Morocco, both applying in 1987).
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From this Treaty condition for potential membership, it seems clear though
that if one looks east/southeast of current EU borders final boundaries have
not been exhausted yet, implying that at least theoretically the EU could well
expand further.
Copenhagen Criteria
‘Copenhagen Criteria’ define eligibility to join the EU. Formally provided
at June 1993 European Council in Copenhagen, now part of the Treaties
Three criteria, one political and two economic:
- Stability of institutions guaranteeing democracy, the rule of law, human
rights and respect for and, protection of minorities;
- Existence of a functioning market economy as well as capacity to cope
with competitive pressure and market forces within the Union:
- Ability to take on the obligations of membership including adherence to
the aims of political, economic and monetary union.
I note that these criteria are soaked in European values. I also note that one
particular value is remarkably absent – No word on religion. This is no coincidence. Given the long and bloody European history of religious strife and terror,
any conditionality on religion would only bring more of the 'old' Europe that
modern EU integration is trying to get away from.
The 3rd criterion is the most difficult one to meet - it requires basically full
alignment of all national law to the complete body of EU law, the acquis communautaire. This is a major and complex exercise that largely explains why the
average time interval between application for Membership and entry into the
EU takes 8-10 years.
What is the EU?
UPO – Unidentified Political Object
Exercise in regional integration unique in European -and world- history:
Sovereign nation-states with long history of (struggle for) independence
choose voluntarily and through democratically elected governments to
share sovereignty at unprecentedly deep levels, touching on core functions
of the state=
This is to note that the EU is historically unprecedented both in European –
and world history, and seems almost paradoxical, a voluntary sharing of deep
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sovereignty as an attempt to salvage and safeguard nation-stations in the
European context.
Modern EU integration in a nutshell:
Three elements:
Deep economic integration (Internal Market)
Extensive framework of rules ("Acquis communautaire" or body of EU
law)
Highly political objectives & consequences
Economic integration is the modern heart of European integration, providing
a self-sustaining dynamics for more integration. As Europeans we are obsessed
with rules, with two difficult to reconcile ideas - that all rules should apply
equally to everybody and nobody is above the law (straight from Christianity
and Enlightenment) and that my rules are better than your rules. The European
way out of this, and which provided the breakthrough for the Single Market
legislation, was then mutual recognition of rules.
The political objectives of the EU are endlessly discussed anew and this is
good. For many people a United States of Europe was a dream – and for others a nightmare. The Treaty itself speaks of 'ever closer union of the peoples'
which sounds beautiful and allows a wide margin of projection, which is also
the point.
Reasons to join the EU
Why EU Membership?
Three broad groups of reasons to join the EU
Historical
•
Deep historical ideology & teleology of a ‘united Europe’
•
Roman Empire legacy - dream & myth
•
Christianity – "Christian Commonwealth"
•
Recent history: 20th century European civil wars (commonly referred
to as WW I&II), fascism, communism
•
"To keep the Americans in, the Russians out, and the Germans down"
(Nato but also EEC)
•
Historical acknowledgement as European democratic sovereign
nation-state
•
Rules-based system based on equality (Christianity, Enlightenment)
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Economic
•
Increasing economic interdependence and globalization competition
create powerful
economic incentives and dynamics to cooperate: ‘modern’ European
integration
•
Demand side: Access to largest market in world with 500 mn inhabitants, >20% share in
world GDP & trade, 30% worldwide FDI
•
Supply side: Economics of scale & scope
•
Positive effects on growth, technological progress, inflation, investment because of market,
trade & price liberalization, competition, and macroeconomic stability
(through EMU,
Stability
& Growth Pact)
•
Access to EU Budget (modest)
•
(Alternative experiment: EFTA)
Political
•
Political symbolism, acknowledgement of sovereign nation-state &
part of Europe
•
Prevent dominance by any one country in Europe; Security nationstate vis-à-vis other EU
MS (Old EU MS, Balkans) and toward 3rd countries (Russia, US, China?).
•
For nation-state to pursue objectives it can not (any longer) effectively
reach by itself;
‚Elephant‘ argument - Internal & External
•
To secure and protect democracy
•
To „lock in“ own and future governments
•
Interest political elites to play at EU-level
•
Anti-democratic: Bypass national parliament?   more difficult since
Lisbon Treaty
•
Pro-democratic: For organizations/groups to secure (human) rights
Given that it is extremely difficult to become a Member State as it requires
the complete take-over of the acquis and will touch on core sovereignty issues,
the question of why a country would wish to join is relevant and fundamental.
Many reasons are provided here, divided in categories history, economics and
politics. A full discussion is here not possible but I note that the weight of the
arguments will vary according to the specific situation of the country, but basi90

cally if not all will be applicable. The economics of a globalizing world and the
increasing mutual and mutually beneficial interdependence that this creates
provide powerful dynamics of integration, the engine of European integration.
I further argue that the one fundamental benefit of Membership is credibility,
based on the takeover of the acquis.
Major overall reason for joining as EU MS:
EU Membership confers credibility on MS
Credibility based on, and fostering, building trust between MS through
introduction & application of extensive rules-based system of EU law, the
acquis communautaire
Benefits for EU itself: Historical – economic – political: (Unstable) small
stabilises as it becomes integrated with stable large (Nobel Committee
put enlargement at core of 2012 Nobel Peace Prize announcement).
Costs of Membership
Not only benefits... – Costs of EU Membership
Historical
Real or perceived loss of independence
Economic
•
Contributions to EU budget
•
Reduction in full (discriminatory) sovereignty on resources (fish,
agriculture, competition
& state aids policies), and in monetary & budgetary policy
•
Resource costs to meet requirements EU Membership and introduce
& implement EU law
Political
•
Real or perceived loss of nation-state sovereignty and/or cultural
identity, citizen’s alienation to political process (blaming EU)
•
Perception of EU as problem rather than answer to globalization
pressures (economic: ‘destructive’/‘unfair’ competition, ‘race to bottom’)
•
Increasingly severe co-ordination & decision-making problems?
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These relate for the most part to the perceived loss of sovereignty and independence, even when in the real and interdependent world the 'beautiful
myth' of sovereignty has already long ceased to exist in many areas. I would
argue that entry into the EU in a real sense provides a gain in sovereignty
rather than a loss (the 'elephant argument'). However, this will remain a major
issue and fundamental perception problem that MS will need to deal with in
a discussion with their own citizens and electorate.
EU Enlargement - The Future Beyond?
Re-application Norway, Switzerland? EFTA: Liechtenstein? Non-EFTA
micro states:
Andorra– Monaco– San Marino– Vatican?
Regions seceding for MS status within –and outside EU? Greenland?
ENP: Including Armenia – Azerbadzijan – Belarus – Georgia – Moldova
– Ukraine?
Kazakhstan, Russia?
Israel? Algeria?
¦
Discussion testifies to wider continuing attraction EU (despite
crisis?)
On other hand EU MS concern: Roman Empire syndrome (EU breakdown,
MS leaving EU)?
There is a long list of countries that have indicated a wish to join. No matter
how realistic or unrealistic this might be (and this might well shift over time),
the discussion itself in these countries testifies simply to the continuing attraction of the EU, despite the multiple problems and crisis that beset the Union.
The issue of leaving the Union, while every Member State has that right, does
come up in discussions but the dynamics of integration ever tends to push in
the other direction – which politically is often understandably hard to understand or accept.
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EU Integration Future – A Few Other Issues
Main current issues: historical, economic, political:
Immediate and longer-term – Financial-economic crisis; Greece, Eurozone
– € at stake?
Legitimacy through democratic accountability and voter confidence in
the EU – Subsidiarity?
Functioning EU institutes/ decision-making procedures – Lisbon Treaty
¦

“Neo-Medieval Europe” ?

LT for EU 27+: population ageing, productivity, environment, energy,
globalisation…
Onward to the next Crisis!
Modern European integration is a history of multiple and continuous
crisis pushing toward further integration and co-operation. Deep integration in the European arena to deal with these crisis has so far proven to be
extraordinarily successful, creative, and attractive. As confidence-building
measure it contributed far beyond earlier expectations to help create sustainable peace, stability, and prosperity
Given where the European historical context of the countries now Member
States or pre-accession countries, the transformation to this EU has been most
remarkable and impressive. Furthermore I argue that this integration does
not take place despite crisis but because of crisis; it is crisis that tends to push
toward more integration since it is precisely the dynamics of interdependence
in the powerful logic of the internal market that create strong incentives for
nation states to cooperate in order to deal constructively with all crisis where
borders are crossed. Again, that logic has proven to be amazingly successful in
the European arena. There is no reason to assume that this cannot continue for
any foreseeable future. And in the final analysis this integration and cooperation is psychological, following on the heels or resulting from the technical,
rule-driven, economic and political arguments given above.

93

STATE CAPTURE AS A POLITICAL ECONOMY
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Background
Our interest in the topic as a political economy challenge in catching-up
performance of post-socialist countries that have joined the European Union
is a sustained one and is derived from a phenomenon that was discovered and
labeled as “state capture” by political scientists and World Bank experts thirteen
years ago1. In 2004 and 2005 we have conducted own study dedicated to the
so-called “nationally responsible capital„ on the eve of Bulgaria’s EU integration
and its political and economic elites’ attitudes towards the process of accession2. The results of the study at that time have demonstrated that the strategies of Bulgarian entrenched economic elite interests were geared towards
blocking, delaying and diminishing the effects of European Union’s policies of
conditionality towards Bulgaria, in order to delay the country’s EU accession
efforts in order to keep the so-called early “locked-in „gains and sustain “partial reforms equilibrium”. Since 2007 (i.e. Bulgaria’s accession to the European
Union) our interests in economic and political elites’ strategic interplay is still
sustained in order to examine in-depth how these elites have adapted to the
new-post-entry situation and how their strategies were changing over time
and if these elites have been able to “overcome” the negative effects of state
capture or they have simply modified their strategic behavior to “match” the
new “EU reality”. We believe that such close scrutiny and sustained interest is
beneficial in understanding the hard “lessons” derived from the process of EU
enlargement for the relative “newcomers” from the post-socialist countries,
as well as the policy-makers in Brussels dealing with problems connected to
catching-up performance and good governance. Above all, we believe that
such research is beneficial for the incoming already new EU member, namely
Croatia but also future EU members and applicants.
State capture as a negative lasting phenomenon
In general the definition of the phenomenon of state capture is used here
to describe the process of organized politico-economic interest groups to
determine and skew the process of crafting and determining the “rules of the
big” game i.e. state policy and policy-making at say parliamentary level. It is
important to understand the broadness yet focus of the working definition
1 Hellman, J.S., Jones, G., Kaufmann, D. (2000), Seize the Day, Seize the State: State Capture, Corruption
and The Influence in Transition, The World Bank Policy Research Working Papers, http://elibrary.
worldbank.org/docserver/download/2444.pdf?expires=1373874562&id=id&accname=guest&checks
um=4F9D5A3FAD576E6001312FC1EA398D46
2 Avramov, K. (2005), The Bulgarian “Nationally Responsible Capital” on the Eve of EU Integration,
HAOL, No.6, University of Cadiz (Spain), http://www.isn.ethz.ch/Digital-Library/Publications/
Detail/?ots591=0c54e3b3-1e9c-be1e-2c24-a6a8c7060233&lng=en&id=110243
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since we are not talking about, what we call “petty corruption” (as serious as
this problem can be and causing damage of public trust and institutional stability) rather than about the ability of powerful “oligarchic” interests that are
able to steer state policy with lasting institutional and international effects.
The recent events in Bulgaria in 2013, but also other post-socialist countries
have demonstrated the relevance of the problem and the need to seek durable
mechanisms in terms of incentives and policies, as well as creation of suitable
environment for young public servants and state administrative staff for addressing the problems and lasting negative effects connected to the problem
of “state capture” by powerful oligarchic private interests that literally damage
the institutional stability and state institutions’ working capacity.
According to Hollyer (2010) “The admission process to the EU may be thought
of as having employed a form of conditionality, particularly in regards to Eastern
European applicant countries (Vachudova, 2005). The Copenhagen Criteria of
1993 required that, before membership could be granted, transitional countries
had to exhibit (1) stability of democratic institutions and the enforcement of
the rule of law and human rights; (2) the existence of a market economy; (3)
harmonization with EU law and regulations; and (4) the ability to withstand
market competition with EU-based companies (Albi, 2005; Avery and Cameron,
1998; van Oudenaren, 2000). More specific benchmarks were set forth in the
acquis communautaire. The acquis consists of a body of EU law and regulations
with which applicant countries had to reach a certain degree of compliance
(Vachudova, 2005). The EU was explicit that no room for negotiation over the
acquis existed. Save for temporary and technical changes, applicant countries
had to adopt existing EU legislation of whole-cloth”3.
In other words the conditionality on behalf of the new entrants was used
by the EU, as a “stick” in order to hand out the “carrot”, in order to strengthen
institutional stability, increase market liberalization to prevent the momentum
gained by the “old” political elites that have converted their political power into
economic one by lowering the barriers of entry for so-called “de novo” firms.
At the time of Bulgaria and Romania’s accession European and international
research was attempting to demonstrate those de novo created companies
as well as that the respective economic elites have adopted new strategies
for success unlike the “old” elites thus have prevented them to engage in “old”
corruption practices. Thus at that time it was thought that the instrument of
conditionality was having a long-lasting effect – i.e. the blend of old and new
economic and political elites were starting to “behave” by the new rules in town
without attempting to seize and capture their respective states.
3 Hollyer, J. R. (2010), Conditionality, Compliance and Domestic Interests: State Capture and EU
Accession Policy, Working Paper, Department of Politics, New York University, pp. 3-4, https://files.nyu.
edu/jrh343/public/Hollyer_conditionality&compliance_v4.pdf
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However in 2008 when countries like Bulgaria were penalized by the EU via
partial “freeze” of cohesion funds the local political establishment was eager to
explain the public that the problem should be deemed as a “temporary glitch”
in the system and not a well-recognized systematic problem. Subsequently
we have witnessed a very visible lack of synchrony between Brussels and Sofia
regarding the understanding and magnitude of the problem – Bulgaria was put
under close supervision and monitoring mechanism and has been subject to
heavy pressure to reform its judiciary and liberalize markets further. As a bad
déjà vu in 2013 during the so-called “new winter of discontent” directed mainly
against the state and private monopolies and oligopolies, and the almost twomonth long street protests against oligarchy in Bulgaria signaled clearly that
the problem of “state capture” still has enormous relevance even in countries
that are already members of the EU and is still open to discussion.
The general public, public servants and EU officials all admit that the automatic transposition of the acquis communautaire in countries like Bulgaria and
Romania and conditionality alone were not able to solve the problems inherited during the transition and on tops probably have increased the bargaining
power of the post-socialist elites vis-à-vis Brussels. In other words the costs of
the “partial reforms equilibrium” now became not only local but EU’s problem
as well where the limits of the EU’s “stick” and “carrot” policies were stretched
to the limit with unfortunately what we see as limited effect.
The weakness of institutions in terms of rule of law and low public institutional capacity became political economy challenge in Bulgaria and Romania’s
catching-up performance quite visible in terms of measurement say in capacity
to absorb allocated EU funds. In order to complicate the picture even further,
since the end of 2008 we are witnessing probably the heaviest global economic
and financial crisis since the Great Depression that has also rocked the EU thus
leading to a situation where the national governments (outside EU but also in
some cases European, as well) pressed to deliver began to adopt gradually illicit
policies towards economic centralization and favoritism of respective economic
“national champions” to prevent job loss, migration and hike in unemployment.
It should be noted that the crisis complicated even further the situation of the
reform-minded policy makers as the “push from below” was limiting the space
for maneuvering towards finishing unpopular economic reforms and engaging in heavy battles towards dismantling the inherited fortified entrenched
interests. Of course the country cases differ in terms of administrative specifics
and economic performance but the problems connected with the negative
“side-effects” of state capture phenomenon still manifest their ugly features
costing economic performance efficiency, public aggravation and stress over
the public administration, especially when speaking about the young public
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servants’ segment. The Bulgarian and Romanian experience also should be
taken into account when systematizing the EU’s enlargement experience in
regards with new members and applicants alike to modify approaches and seek
alternatives of the existing instrumentation for applying pressure over domestic
political and economic interests and/or their reconfiguration at European level
in order conditionality to maintain longer lasting effects.
Discussion
In order to open the discussion of this complicated and lasting phenomenon
in post-socialist countries that are already EU members but also include and
provoke the young public servants from applicant countries, we would like to
address the following questions for further research and discussion:
– Has the EU really lost the power to“press by the stick”before“handing the carrot” in the newly economic crisis-shaped environment for countries prone to
state capture while their economic elites are having new incentives to act?
– Have the de novo economic elites began to attempt “the old behavior”
strategies in the new environment (i.e. already EU member states and in
economic crisis context)?
– What personal strategies on the side of the young public servants and
administrative professionals should be deemed productive to prevent
corruption practices and alleviate corruption pressure in times of institutional and economic crisis?
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The Governance turn in EU studies:
Governance can be seen as the pattern or structure that emerges in
socio-political systems as a ‘common’ result or outcome of the interacting
intervention efforts of all involved actors.
Kooiman (1993)
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Context:
zz the old debate between neofunctionalists and intergovernmentalists
portrays the process towards two possible ‘Euro-futures’ – Europe des
Patries and United States of Europe;
zz it fails to depict the complexity and dynamism of the emerging Europolity; it does not explain the ‘nature of the beast’;
zz the day-to-day patterns of politics are neglected;
zz there is demand to answer questions on how the EU works today as a
political system that is already in existence (Simon Hix, 1994) via the instruments of comparative politics: How are different powers exercised?
Why do some citizens support the central institutions, while others oppose
them?
How important are political parties and elections in shaping political
choices?
Why are some social groups able to influence the agenda more than others?, etc.
Low politics this may be… but it is probably the nine-tenths of the EU
‘policy iceberg’ that is below the water line. There is an increasing amount of
political activity at this level within the EU and some means has to be found of
analyzing and conceptualizing it.
Richardson (1996)
NEW INSTITUTIONALISM
The core assumption:
zz Institutions matter (Bulmer, 1998). They are not just formal organizations,
recognized by the old institutionalism (parliaments, executives and judicial
courts), but include informal patterns of structured interaction, such as
policy networks;
zz They are biased, allowing access to political process for some societal
groups over others (effective v/s non-effective lobbying);
zz Institutions could be autonomous political actors in their own right.
zz Institutions structure individual and collective policy choices.

interest groups make choice about the proper institutions to be influenced
– national governments or supranational institutions, lead by rational pursuit
of self-interest.
Example: national monopoly suppliers, having close relationships with national governments, would work through national channels. Their competitors
would be more likely to refer to the Commission, because it will be difficult for
them to obtain access to national decision-makers.
Historical institutionalism – actors are less likely to pursue rational instincts
than socially defined rules. Institutions incorporate values and norms, which
affect the choice of actors and interested groups. As a consequence, institutions also have the capacity to shape the goals and the preferences of actors.
In doing so, they leave their imprint on decisions as political outcomes.
The concept of path dependence: once the decision is made, it tends to
block some potential avenues for development of policy; it is more likely, that
the policy would develop in the same direction. Initial policy choices tend to
structure subsequent patterns of behaviuor, thus creating path dependence.
Example: In the context of European integration, the construction of supranational institutions was rooted in a particular historical context (post-war
reconstruction). The institutional architecture that was set up was based on
particular motivations and preferences. Thus, the path of subsequent integration was determined by its initial institutionalization. The Commission acquired
distinctive agendas. In short, subsequent actors have to operate within these
self-reproducing institutional scripts.
When faced with a situation, the individual must find a new way of
recognizing it as well as responding to it and the scripts of templates implicit
in the institutional world provide the means for accomplishing both of these
tasks, often more or less simultaneously.
Hall and Taylor (1996)
A policy network is a set of resource dependent organization. Each of the
groups that made up the policy network needs something that the others
have in order to fulfill its own objectives.
The types of resources that actors could bring include constitutional-legal,
organizational, financial political, and informational.
Marsh and Rhodes (1992)

Rational choice institutionalism – institutions and their rules impose constraints on interest groups, which are trying to influence legislation. Therefore,
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the study of eu as public policy analysis
Richardson (1996) argues for the application of two concepts - policy networks and epistemic communities.
Policy Network is to be understood as an arena for the mediation of the interests of government and interest groups (Peterson, 1995). It facilitates reconciliation, settlement or compromise between different interests, which have a stake
in outcomes in a particular policy sector.
Levels of analysis in EU decision making
Level

Type of decision

Dominant actors

Super-systemic

history-making

European Council, National
G’ments in IGCs,
European Court of Justice

Systemic

policy-setting

Council of Ministers, COREPER

policy-shaping

Commission, committees,
Council groups

Sub-systemic

Policy Networks vary from policy communities to issue networks.
Epistemic communities are knowledge based groups. They provide the
knowledge, which is the rational for decisions regarding policy preferences,
etc.
Epistemic communitities:
zz share both normative beliefs and causal beliefs (common set of values
about what is right and what is desirable, and a common set of assumptions about how to achieve those goals);
zz are likely to exercise influence over policy, when policy-makers are confronted with conditions of uncertainty about the likely consequences of
policy choice - mainly when success is dependent on the actions of other
states and the definition of national interest is difficult;
zz provide a common framework of analysis which could act as a guarantee
that states that tried to coordinate policy would all work along the same
lines.

102

An epistemic community is a network of professionals with recognized
expertise and competence in a particular domain and an authoritative claim
to policy-relevant
knowledge within the domain or issue-area.
Haas (1992)
Gary Marks (1993) speaks of:
the emergence of multi-level governance: a system of continuous
negotiation among nested governments at several territorial tiers –
supranational, national, regional and local.
Marks G., Hooge L., Blank K.
European Integration from the 1980s:
State-Centric v. Multi-Level Governance
MULTI-LEVEL GOVERNANCE
MLG is about fluidity, the permanence of uncertainty and multiple modalities of authority. The theory is initially devised from a study of EU structural
policy.
Thesis: Individual governments are not in control of the political process.
Marks, Hooghe and Blank (1996) refer to three main arguments:
zz decision-making competencies in the EU are shared by actors at different
levels, not monopolized by the governments of states;
zz the political systems of member states are not separate from each other,
as Moravcsik assumes, but connected in various ways. The determining
of the national interest is not purely a domestic matter;
zz decision-making competencies are shared by actors at different levels;
zz collective decision-making among states involves a significant loss of
control for individual member states’ executives;
zz national “political arenas are interconnected rather than nested”; states
in the EU no longer provide sole interface between supranational and
subnational arenas”;
zz boundaries between different levels of governance become less and less
clear cut.
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What is MLG?
DEFINITION:
Multilevel governance can be defined as an arrangement for making
binding decisions that engages a multiplicity of politically independent but
otherwise interdependent actors – private and public – at different levels of
territorial aggregation in more-or-less continuous negotiation/deliberation/
implementation, and that does not assign exclusively policy competence or
assert a stable hierarchy of political authority to any levels.”
zz Most accounts focus on the dispersal of power from the “centre” to (a)
other levels of government; and to (b) non-governmental actors.
zz Governance suggests a blurred distinction between formal and informal
(or public and private) modes of decision-making.
zz A key tenet of multi-level governance is the dispersal of authority and
decision-making to a wide range of bodies through a process of negotiation. The net effect is that policy-making has been transformed from
being state-centred and state-driven activity to become a complex mix
of hierarchies, networks and markets (Richards and Smith, 2004).
zz 20 years ago political institutions and leaders were much more self-reliant
and it was assumed, that the state governed. Today, the role of government in the process of governance is much more contingent. Local,
regional and national political elites alike seek to forge coalitions with
private businesses, voluntary associations and other societal actors to
mobilize resources across the public-private border in order to enhance
their chances of guiding society towards politically defined goals (Pierre
and Stoker, 2000).
MLG studies as the EU developed
zz Early focus on member states as gatekeepers;
zz The move to qualified majority voting in more and more areas and development of EU institutions highlighted the role of the EU as an actor
as well as arena for change;
zz Structural policy reform enhanced the ability of sub-national authorities
to maintain direct links with the EU.
Relevance outside the EU
zz At the very least, multi-level government issues common to any system
with dual aim of devolving decisions but maintaining central control;
zz Survey of 75 developing countries – 63 have undergone decentralization
(compared to half of EU since 1980);
104

zz Similar developments in public/ private governance arrangements;
zz Rise in importance of supra-national organisations;
Benefits of multi-level governance:
zz A greater ability to address the “heterogeneity of preferences of citizens” (assuming this can be done with territorial devolution);
zz A closeness between decision –maker and the affected population which
helps make credible policy commitments based on local knowledge;
zz The benefits of competition between authorities;
zz Opportunities for policy innovation within a larger number of authorities.
CONCLUSIONS:
First, decision‐making at various territorial levels is characterized by the
increased participation of non‐state actors.
Second, the identification of discrete or nested territorial levels of decision‐
making is becoming more difficult in the context of complex overlapping
networks.
Third, in this changing context, the role of the state is being transformed as
state actors develop new strategies of coordination, steering and networking
that may protect and, in some cases, enhance state autonomy.
Fourth, in this changing context, the nature of democratic accountability
has been challenged and need to be rethought or at least reviewed.
SUMMARY:
How did the concept of MULTI-LEVEL GOVERNANCE emerge?
The concept of multi-level governance appeared in the early 1990s.
Traditionally, for many thinkers the EU was considered as another international
organization like the UN and NATO and IR theory was commonly applied
to its study. However, closer European integration during the 1990s and
more significantly the signing of the Maastricht Treaty along with the
growing competence of the supranational institutions of the EU led to the
development of an alternative wave of thought. This saw the EU as a distinctive
political system having more similarities to national political systems than to
international organizations. Although the idea of multilevel governance was
initially developed around the EU, many forms of it have been applied in other
areas of study such as in the study of federal states in comparative politics.
According to J. McCormick, “multilevel governance is a conceptual cousin of two
other, older concepts”, federalism and confederalism (McCormick: 2008: 15).
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Who are the main authors and what is their contribution to theory
development?
The first thinkers who introduced the multilevel governance approach were
Gary Marks and Liesbet Hooghe. In 1996 in their paper, published in “Journal
of Common Market Studies”, called “European Integration from the 1980s: StateCentric v. Multi-level Governance” they challenged traditional state-centric views
arguing that the sovereignty of European states is limited by the application of
collective decision-making and by the growing competence of supranational
institutions.(Marks and Hooghe: 1996: 341) They claimed, that “European
states are losing their grip on the mediation of domestic interest representation
in international relations.”(Marks and Hooghe: 1996: 341). About 10 years later,
they argued, that due to European integration “a multi-level polity has been
created that delivers, or co-delivers, several of the chief outputs of government,
including monetary policy, competition policy, regional policy, market regulation,
and elements of industrial relations, law and order, and education.” (Marks and
Hooghe: 2004: 1)
The multi-level governance approach considers the EU as a political system of
its own, which shares many features with national political systems. According
to Marks and Hooghe “multilevel governance emerges when experts from several
tiers of government share the task of making regulations and forming policy,
usually in conjunction with relevant interest groups.” (Hague and Harrop: 2007:
282) Multilevel governance sees European policy as the result of a constant
coordination across different territorial levels including a supranational, national,
regional and local level. The main characteristics of the relationship between
these different tiers are overlap and interdependence. However, this interaction
illustrates only the vertical dimension of the European policy process. Multilevel
governance theory also suggests the existence of a horizontal dimension.
Hence, coordination not only takes place across different territorial levels but
also within them. The result is a complex overlapping process which involves
numerous actors that shape the final output according to their individual
properties (demands, interests, resources and competencies). As Stubbs argues: “A multi-level governance perspective forces one to address processes of
the supranationalisation, the decentralisation and the dispersal of authority as
potentially coterminous, rather than engage in very narrow, linear, debates about
the influence, or lack of influence, of international agencies.” (Stubbs: 2005: 67)
During the recent years multilevel governance has been widely used by
Western European and US researchers to explain European governance.
“Although multilevel governance is discussed as a general attribute of European
governance, it is perhaps most important for understanding the implementation of
European directives.” (Wiener and Diez: 2009: 95) In respect to the EU treaties the
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power of legislation initiation rests within the Commission. However, in practice,
the agenda setting receives great influence from other actors, both national
and social. What is more important is that the Commission has little power of
implementation, so decisions taken at the supranational level are expected to
be implemented by the lower levels. In addition, B. Guy Peters and Jon Pierre
stress the political consequences of multilevel governance:
“Multilevel governance empowers, or in some instances virtually creates, regional
entities with European member states. This empowerment may help to legitimate
the EU, given that it involves and recognizes lower level governments which tend
to have greater legitimacy (especially in multi-ethnic countries) than do national
governments..” (Wiener and Diez: 2009: 96)
What are the critical arguments regarding the approach?
The very core of multilevel governance theory which is the notion of different territorial levels has been contested. Some thinkers believe that the
organisation of levels implies a hierarchical order which cannot be possible in
such a complex process. Others completely fail to distinguish between levels
since public and private actors operate in interlocking roles both domestically
and internationally. More specifically, Stubs (2005) has accused the multilevel
governance literature of “premature normativism”, “abstract modelling”, and
“rehashed neo-pluralism”. Furthermore, state-centric theories such as realism
reject the idea of a supranational level with its own authority, considering international organizations mere tools which are established on the sole purpose of
serving state interests. Nevertheless, Bache and Flinders crucially observe that
“while multi-level governance remains a contested concept, its broad appeal reflects
a shared concern with increased complexity, proliferating jurisdictions, the rise of
non-state actors, and the related challenges to state power” (Stubbs: 2005: 68).
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Europe is at a crucial moment of its further developing. The current challenges which are faced almost by all countries of Europe should be tackled only
with common efforts and united will. The financial and economic bottlenecks,
the need of developing labour markets and regulating migration processes,
implementation of green economy and ensuring the energy security are the
only few problems at the moment.
The growth of interdependency of countries’ economies, the deepening of
globalization and integration processes, further internationalization of markets
are the other important features of our time. Under such conditions the elaboration and implementation of new geopolitical and geo-economic architecture
of Europe is needed, something we could call “Prosperous Europe Concept”.
And this situation is rather manageable. But what is the way?
Only the consolidation of advanced experience of all European countries in
economic and scientific spheres would make it able to solve all abovementioned
problems adequately and, what is most important, efficiently.
Common efforts of the EU member-states, the EU institutions as well as
of Ukraine will allow a providing of a favorable atmosphere for important
geopolitical decisions. The reinforcing stability in Europe is common goal for
both the EU and Ukraine. And this defines the need of the deepening relations
between Kyiv and Brussels.
Ukraine is now at the eve of the signature of the landmark agreement –
the Association Agreement. This historic document will be a tool for building
Europe inside Ukraine and for the strengthening the geopolitical role of the
EU as well. Ukraine has been sharing common European values for a long time
and its European identity is rather clear at the moment.
Ukraine makes every effort in implementing the comprehensive moderniza108

tion agenda aimed at achieving European standards in all spheres. With regard
to further improvement in the electoral field almost all recommendations of
OSCE/ODIHR fixed in the final report following the parliamentary elections in
Ukraine on 28 October 2012 were taken into account. Relevant draft laws have
been prepared and are already referred to the Council of Europe, OSCE/ODIHR
as well as to the Commissioner S.Fule for an expert examination.
In the context of the reform of judiciary particular effort have been made to
ensure effective implementation of the new legislation in force, i.e. the Criminal
Procedure Code, the Law on the Bar and the National Preventive Mechanism
Against Tortures. To provide political steering to the judiciary reform process
the relevant Ukraine-EU informal dialogue was launched in early February
2013. The Monitoring Mission of the European Parliament led by the former
Presidents Pat Cox and Akeksander Kwasniewski is an important communication between Ukraine and the EU on the issue of criminal cases to former
Government members. The release of former Ministers Yurii Lutsenko and
Heorhiy Filipchuk is a clear evidence of the outgoing process of humanization
of the national criminal and criminal procedure legislation. Ukraine has also
stepped up its efforts to implement properly the decisions of the European
Court of Human Rights.
Stepping up the fight against corruption in particular by elaboration of the
Anticorruption Strategy and the relevant Action Plan as well as the adoption of
the Code of Ethics has resulted in improvement of Ukraine’s GRECO rating.
With the view to improving the business and investment climate the Informal
Business Dialogue was launched at the 16th Ukraine-EU Summit on 25 February
2013 to serve as an important platform for coordination in this field. The conclusion of historic contract (worth USD 10 billion) with Royal Dutch Shell Company
for shale gas production became an evidence of relative improvement of the
business climate in Ukraine.
The Association Agreement between Ukraine and the EU, including a Deep
and Comprehensive Free Trade Area, is beneficial for the both sides. Its conclusion will help to create a level playing field for both European and Ukrainian
business. On 15 May, 2013 at the meeting of the European Commission College
the decision to recommend the EU Council to sign the Association Agreement
was adopted. This technical step is of decisive importance and it made Ukraine
and the EU even closer to each other.
There are still some issues on the agenda but Ukraine is realistic about the
scope of work ahead on the way to economic integration and political association with the EU. The most important is that the reform process has already
become irreversible. The conclusion of the Association Agreement will have
far-reaching consequences for Ukraine-EU relations and for the development of
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the region as a whole. It is issue of strategic importance in terms of geopolitics,
further realization of the Eastern Partnership initiative, in terms of democratic
future and national security not only of Ukraine, but the EU as well.

CHAPTER IV
ECONOMIC CHALLENGES AND
PERSPECTIVES
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European Projects and Financial Institutions
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Contribution to regional and global development

HERMIN – Cohesion Policy over the 2000 -2006 period resulted in a return
of EUR 2.1 for each euro invested.

QUEST – the return in 2009 is the equivalent of 1.2 per euro invested. By the
end of 2020 – the return is estimated at EUR 4.2 per EUR invested.

Contribution to regional and global development
HERMIN – the number of employed was 5.6 million higher as a result of
policy in 2000 -2006

CHALLENGES
zz Programming2014-2020?
zz Partnership?
zz Delays in the launch of the facilities; the assessment of the applications;
payments
zz Complicated procedures
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zz Limited mid-term planning of investments (esp. SMEs)
zz Limited reliable info on the forthcoming programmes
zz Projects elaboration and management (consultants; public tender
procedures, reporting)
zz Looking for financing after the project approval
zz Lack of collaterals/ high credit costs, etc.
zz (non-)Bankable projects
zz Add.costs – consultants, credits, postponed investment, etc; …
zz INFORMED DECISION!

CIBANKs EXAMPLE

VIENNA INITIATIVE

Source: JEREMIE data is from the individual banks’ websites; EIB data is from the EIB website; EBRD data
is from the REECL website and individual banks’ websites, data before 2011 is not publicly available.
Please note that the data for 2013 is not full since other banks may also be in negotiations with EBRD
and EIB.

zz CIBANK is among the market leaders in offering cheap funding and
risk sharing facilities in cooperation with Supranationals and national
institutions.
zz 8 Risk sharing facilities (4 running, 3 stopped; 1 in the pipeline)
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zz Supranationals – JEREMIE managed by EIF
zz National - National guarantee fund (4 facilities); Bulgarian Development
bank; Bulgarian Export Agency; Municipal guarantee fund
zz 7 Funding facilities (6 running, 1 in the pipeline)
zz Supranationals– EIB1/EIB2, EIB3 (100MEUR) – among the largest
single EIB transactions for BG (under negotiations); EBRD
zz National - State fund agriculture1/2, Bulgarian development bank

INNOVATIVE FINANCIAL INSTRUMENTS

INNOVATIVE FINANCIAL INSTRUMENTS
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THE FUTURE OF THE ECONOMIC
AND MONETARY UNION AND HOW IT WILL SHAPE
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Mr. Simeonov is Assistant Professor on EU affairs in the
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also a lecturer at the Diplomatic Institute in the Ministry of
Foreign Affairs of Bulgaria with previous teaching experience in the European Institute of Public Administration, the
Bulgarian Institute of Public Administration, the Centre for
European Programmes to the American University in Bulgaria and other universities and centers.
He has more than 15 years of practical experience in the EU affairs in the EU
Departments at the Ministry of Finance, the administration of the Council of
Ministers of the Republic of Bulgaria and the Financial Supervision Commission.
Mr. Simeonov has more than 50 publications in different fields of the EU affairs,
including three books and one manual for students as co-author. He has also experience in EU funded projects and programmes in Bulgaria, Bosnia and Herzegovina,
Turkey, Kosovo, the northern part of Cyprus, Azerbaijan, Montenegro and others.
Introduction
After the last economic and financial crisis that affected severely the
European Union and especially after the crisis of sovereign debts in some
Member States many analysts predicted substantial problems for the functioning of the Economic and Monetary Union (EMU). Some voices even emerged
that certain Euro area Member States may quit the single currency and even
that the Euro area may be dissolved.
However, as all the other economic and financial crises in the world, the last
crisis in the European Union is related not only with threats but also with new
opportunities.
The establishment of the Economic and Monetary Union in the 1990s has left
many issues unresolved and the EMU architecture still has a lot of shortcomings.
The last crisis has revealed further these shortcomings, the main one being the
lack of balance between on the one hand supranational monetary policy for 17
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Euro area Member States, performed by the European Central Bank and on the
other hand, the weak coordination of economic and budgetary policies.
The crisis has provoked all the European institutions and the Member States
to act and to take measures in order to overcome these shortcomings. The crisis
has stimulated the reforms of the Economic and Monetary Union. The main
opportunity of the crisis is the stimulation of EMU reforms. The stakeholders at
EU level are now ready to act and to amend the EMU architecture, something
that was almost unthinkable during the periods of economic growth and high
employment before 2007-2008.
The future of the EMU will be shaped by the accomplishment of different
measures at EU level. Some of them have been always undertaken. Some are
planned and for some there is a need of more courage and political will in order
to be executed. These measures are planned in different strategic documents of
the European institutions, including in the final Report for achieving a genuine
EMU of the President of the European Council1, the Blueprint of the European
Commission2 and other documents.
The current paper will list and analyse the main measures that are planned
by the European institutions. It will focus mainly on the measures that are
planned under the Report of the President of the European Council but other
measures will be also mentioned.
The next section of the paper will present the measures that are already
undertaken after the start of crisis and the results that are already achieved.
The three sections that will follow will present the short term, medium term
and the long term measures that are planned in order to reform the Economic
and Monetary Union. The last section will conclude.
What is achieved so far?
The economic and financial crisis has started in 2007-2008. Since then the
European Union has undertaken several important measures in order to overcome the effects of the crisis and to reform the EMU. This section lists the main
achievements so far in the area of EMU reforms after the start of the crisis.
One of the most important measures is the establishment of the European
Semester. The European Semester is a cycle of economic and fiscal policy
coordination within the EU. Its focus is on the six-month period from the be1 President of the European Council (2012), “Towards Genuine Economic and Monetary Union”, A
Report of the President of the European Council in collaboration with the President of the European
Commission, the President of the Eurogroup and the President of the European Central Bank, 5 December
2012.
2 European Commission (2012), “A Blueprint for a Deep and Genuine Economic and Monetary Union.
Launching the European Debate”, Communication of the European Commission, COM(2012), 777/2,
Brussels, 30.11.2012.
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ginning of each year, hence its name – the “semester”. During the European
Semester the Member States align their budgetary and economic policies with
the objectives and rules agreed at the EU level.
The European Semester covers in practice three blocks of economic policy
coordination:
zz structural reforms, focusing on promoting growth and employment in line
with the Europe 2020 strategy;
zz fiscal policies, in order to ensure sustainability of public finances in line
with the Stability and Growth Pact;
zz prevention of excessive macroeconomic imbalances.
The main reason for the establishment of the European Semester is the fact
that the last economic and financial crisis demonstrated the need for stronger
economic governance and better policy coordination between the EU Member
States. As it is pointed out by the European institutions, in a Union of highly
integrated economies, enhanced policy coordination can help prevent discrepancies and contribute to ensuring convergence and stability in the EU as a
whole as well as in its Member States. The first cycle of the European Semester
took place in 2011. Economic policy coordination procedures existed also until
2010 but they were carried out independently of each other. Furthermore, there
was a need to extend the areas of surveillance and coordination to broader
macroeconomic policies.
Therefore, the EU and its Member States recognised the need to synchronise
the timetables of the different procedures in order to streamline the process
and to better align the goals of national budgetary, growth and employment
policies. Meanwhile they shall take into account also the objectives they have
set for themselves at EU level.
The European Semester was established as a part of a wider reform of the
EU economic governance. The cycle of the European Semester and the role of
the main stakeholders are presented below.
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Graphic: The Cycle of the European Semester (Source: Council of the EU)
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The European Semester introduced two main amendments in the previous
practices. The first amendment is related to the timing of EU policy coordination procedures, while the second amendment added a new component to
policy coordination, namely the surveillance of macroeconomic imbalances in
the EU Member States that is discussed below.
The amendment related to the timing of the EU policy coordination procedures contains two main innovations. The first one is the synchronisation of the
calendars of economic and fiscal policy reporting and evaluation at the EU level.
After the start of the European Semester the EU Member States are obliged
to submit their National Reform Programmes (these programmes include
structural reform plans) and the Stability and Convergence Programmes (these
programmes for the Euro area and non-Euro area Member States respectively
focus mainly on the fiscal plans) at the same time each year. These programmes
shall be submitted in the month of April in each respective calendar year. The
Commission also evaluates these programmes at the same time. In parallel to
these evaluations, the European Commission carries out also an assessment of
the macroeconomic imbalances in the EU Member States. The main goal of this
synchronisation of policy reporting and assessment is the better alignment of
the EU Member States reforms and budgetary goals as well as a more effective
pursuit of the common EU-level goals.
The second innovation is the shift of the coordination of national economic policies from ex-post to ex-ante approach. The ex-ante approach of
the European Semester requires that the EU Member States shall submit their
budgetary and reform plans in the early stages of their national budgetary
processes. The Council of the EU shall issue recommendations for the Member
States’ plans before their budgets for the respective next year are presented to
national parliaments. The previous ex-post approach was concentrated on the
need the Member States to coordinate their policy plans at the beginning of
the respective year. However, this coordination was conducted after the adoption of the national budgets. Therefore, the European Semester is considered
to provide for timely input for the EU Member States in the early stages of their
national policy planning.3
It is considered that the European Semester contains a clear timetable for
providing guidance and advice to the EU Member States. The evaluation and
assessment are accompanied by country-specific recommendations for the
national budgetary and reform policies. In case of macroeconomic imbalances,
Member States receive also recommendations to correct these imbalances as
well.
3 Source: Website of the Council of the European Union in relation to the European Semester: http://
www.consilium.europa.eu/special-reports/european-semester.
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A special case is applied for Member States that benefit from financial assistance that is coupled with an economic adjustment programmes. These
Member States are not required to submit stability programmes, and they are
not subject to a possible in-depth review on macroeconomic imbalances. The
reason for these rules is the fact that the condition for receiving financial assistance is a strict implementation of this adjustment and stability programme. This
programme already covers all the policy areas that are subject to the normal
European Semester procedure.
The European Union economic and fiscal policy coordination executed
through the European Semester is complemented by the new rules on EU
economic governance. The EU economic governance comprises a set of
important decisions that aim to strengthen further the economic and budgetary coordination for the EU as a whole. However, some of the measures and
the decisions are targeted particularly for the Euro area. The main reasons for
these measures and decisions are the achievement of higher growth, better
job creation and financial stability.
The measures under the EU economic governance were adopted in two
phases. The first phase comprised 6 new EU legislative acts that were published
in November 2011 in the Official Journal of the European Union. They are known
as the so-called 6-pack that comprises 5 directly applicable Regulations and
one Directive that was transposed in the national legal orders. The second
phase comprised two new legal acts that were published recently in the Official
Journal of the EU – the so-called 2-pack comprising two EU Regulations. These
legal acts are presented also in the table below.
The new rules on EU economic governance also aim to overcome the consequences and the effects of the last economic and financial crisis. As it is pointed
out by the European Commission, the EU economic governance has four main
components as follows:
zz The first component of the EU economic governance is the achievement
of stronger preventive action through a reinforced Stability and Growth Pact
(SGP) and deeper fiscal coordination. The legal framework requires the
EU Member States to make significant progress towards medium-term
budgetary objectives for their budgetary balances. According to this
framework expenditure benchmarks are used alongside the structural
budget balance to assess adjustments towards the medium-term budgetary objectives.
zz The second component of the EU economic governance is the implementation of a stronger corrective action through a reinforced SGP. The launch
of an Excessive Deficit Procedure (EDP) can now result from government
debt developments as well as from government deficit. Previously, that
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procedure was a result only from excessive budget deficit. Member States
with debt in excess of 60% of GDP should reduce their debt in line with a
numerical benchmark. The logic is the same as for those Member States
that have higher than 3% of the GDP budget deficit and that shall also reduce it. Progressive financial sanctions will be started to be implemented
at an earlier stage of the Excessive Deficit Procedure. A non-interest bearing deposit of 0.2% of GDP may be requested from a Euro area country
which is placed in Excessive Deficit Procedure on the basis of its deficit or
its debt. Failure of a euro-area country to comply with recommendations
for corrective action will result in a fine.
zz The third component of the EU economic governance is the establishment of the minimum requirements for national budgetary frameworks. The
Member States should ensure that their fiscal frameworks are in line with
minimum quality standards and cover all administrative levels. National
fiscal planning should adopt a multi-annual perspective, so as to attain
the medium-term budgetary objectives.
zz The fourth component of the EU economic governance is the aim for
prevention and correction of the macroeconomic and competitiveness
imbalances. This is the new Macroeconomic Imbalance Procedure (MIP)
that is described below.
There is a new important principle in the framework of the revised EU economic governance rules. The enforcement of these rules is strengthened by the
expanded use of the so-called “reverse qualified majority voting”. Under this
voting system, a Commission recommendation or proposal to the Council, for
example in relation to the Excessive Deficit Procedure, is considered adopted
unless a qualified majority of Member States votes against it. Under the previous
system it was necessary a qualified majority voting for approving the corrective
measure proposed by the European Commission.4

4 Website of the European Commission in relation to the Macroeconomic Imbalance Procedure: http://
ec.europa.eu/economy_finance/economic_governance/.
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Table: Legislative measures under the six-pack and the two-pack
6-pack, adopted in November 2011
2-pack, adopted in May 2013

• Council Regulation (EU) No 1177/2011 of 8 November 2011
amending Regulation (EC) No 1467/97 on speeding up and clarifying the implementation of the excessive deficit procedure
• Regulation (EU) No 1176/2011 of the European Parliament
and of the Council of 16 November 2011 on the prevention and
correction of macroeconomic imbalances
• Regulation (EU) No 1175/2011 of the European Parliament
and of the Council of 16 November 2011 amending Council Regulation (EC) No 1466/97 on the strengthening of the surveillance
of budgetary positions and the surveillance and coordination of
economic policies
• Regulation (EU) No 1174/2011 of the European Parliament and of the Council of 16 November 2011 on enforcement
measures to correct excessive macroeconomic imbalances in
the euro area
• Regulation (EU) No 1173/2011 of the European Parliament
and of the Council of 16 November 2011 on the effective enforcement of budgetary surveillance in the Euro area
• Council Directive 2011/85/EU of 8 November 2011 on requirements for budgetary frameworks of the Member States

• Regulation (EU) No 473/2013 of the
European Parliament and of the Council
of 21 May 2013 on common provisions
for monitoring and assessing draft budgetary plans and ensuring the correction
of excessive deficit of the Member States
in the Euro area
• Regulation (EU) No 472/2013 of the
European Parliament and of the Council
of 21 May 2013 on the strengthening of
economic and budgetary surveillance
of Member States in the Euro area
experiencing or threatened with serious
difficulties with respect to their financial
stability

The Macroeconomic Imbalance Procedure (MIP) is a relatively new procedure that aims to identify the macroeconomic imbalances in the EU economies. This procedure is part of the European Semester and also of the new EU
economic governance under the 6-pack set of measures. This procedure is in
fact a surveillance mechanism that aims to identify potential risks early on. The
idea is to prevent the emergence of harmful macroeconomic imbalances and
also to correct the imbalances that are already in place. The Macroeconomic
Imbalances Procedure is an annual procedure.
As it is shown in the graphic above, the annual starting point of the
Macroeconomic Imbalances Procedure is the Alert Mechanism Report. This
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report is based on a scoreboard of macroeconomic indicators. This scoreboard
represents a filter in order to identify countries and issues for which a closer
analysis is necessary. The Macroeconomic Imbalances Procedure has a preventive and a corrective arm. The latter is operational through the Excessive
Imbalance Procedure. This latter procedure may eventually lead to sanctions
for Euro area Member States, especially if they repeatedly fail to meet their
obligations.
The preventive arm of the Macroeconomic Imbalances Procedure is part
of the early warning system that is established under that procedure. The
procedure empowers the Commission and the Council to adopt preventive
recommendations at an early stage before the imbalances become large. These
recommendations are published in the framework of a package of countryspecific recommendations. They are issued by the Commission at the end of
May in each calendar year and they are part of the European Semester.
A second corrective arm under the Macroeconomic Imbalance Procedure
may be also applied. This is usually done in more severe cases when the respective Member State experiences excessive imbalances. In that case, the
Member State concerned shall have to submit a corrective action plan with
a clear roadmap and deadlines for implementing corrective actions. Regular
Progress Reports will be issued by the European Commission in order to assess
the implementation of the corrective measures under the action plan.
The corrective arm contains also the opportunity to impose serious measures
that are grouped in phases. The first phase is in the form of interest-bearing
deposit that can be imposed after one failure to comply with the recommended
corrective action. The next second phase is the interest-bearing deposit to
be converted into a fine of up to 0.1% of GDP if there is a second compliance
failure.5
The reform of the Economic and Monetary Union has achieved some important steps so far. This is relevant for the introduction of the European Semester,
the new rules on EU economic governance as well for the Macroeconomic
Imbalances Procedure. All the above mentioned measures and procedures
shall contribute to a more stable and predictable EMU. The combination of all
these measures shall facilitate the achievement of a genuine Economic and
Monetary Union.
Another important measure for the development of the Economic and
Monetary Union is the signature and the entry into force of the Treaty on
Stability, Coordination and Governance (TSCG) in the EMU. This is in fact not
formally part of the EU acquis and it is an intergovernmental treaty. Furthermore,

out of the EU 27 Member States before 1 July 2013, two Member States, namely
United Kingdom and the Czech Republic, did not signed the treaty.
The TSCG is also known as Fiscal Compact. It introduces stricter budgetary
rules than the Stability and Growth Pact. These budgetary rules shall be implemented in national law through provisions of binding force and permanent
character, preferably constitutional amendments. There shall be a self-correcting
mechanism, guided by the surveillance of a governmentally independent fiscal
advisory council, which shall guarantee their national budget to be in balance
or surplus under the treaty’s definition. The Treaty on Stability, Coordination
and Governance defines a balanced budget as a general budget deficit less
than 3.0% of the gross domestic product (GDP), and a structural deficit of less
than 1.0% of GDP if the government debt to GDP ratio is significantly below
60%. In the opposite case the structural deficit shall be below 0.5% of GDP. In
case these and other provisions of the treaty are not fulfilled by the respective
Member State, it may be fined by the Court of Justice of the European Union
with the sum of up to 0.1% of the GDP.
The Treaty on Stability, Coordination and Governance entered into force on
1 January 2013 for 16 of the signatory Member States. The provisions of the
treaty stipulate that the signatories shall attempt in 5 years’ time, by 1 January
2018 at the latest, to incorporate the Fiscal Compact into the EU’s legal framework. That shall be done on the basis of an assessment of the experience with
its implementation.6
Another intergovernmental treaty is also part of the EMU reform. This is
the treaty on the European Stability Mechanism (ESM). The ESM is a permanent crisis resolution mechanism but it is designed only for the countries of
the Euro area. The ESM issues debt instruments in order to finance loans and
other forms of financial assistance to Euro area Members States. The decision
leading to the creation of the European Stability Mechanism was taken by the
European Council in December 2010. The Euro area Member States signed the
intergovernmental treaty establishing the ESM on 2 February 2012. The ESM
was inaugurated on 8 October 2012.
The ESM may raise funds by issuing money market instruments as well as
medium and long-term debt with maturities of up to 30 years. ESM issuance is
backed by a paid-in capital of 80 billion EUR. The maximum lending capacity
is currently fixed at 500 billion EUR.
The ESM scope of activity is related to the authorisation to make use of the
following lending instruments for the benefit of its Members, subject to appropriate conditionality:

5 Website of the European Commission in relation to the Macroeconomic Imbalance Procedure: http://
ec.europa.eu/economy_finance/economic_governance/macroeconomic_imbalance_procedure/
index_en.htm

6 For more information in relation to the Treaty on Stability, Coordination and Governance as well as for
the full text of the treaty, please see the page of the European Council: http://www.european-council.
europa.eu/home-page/.
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zz Provide loans in the framework of a macroeconomic adjustment
programme;
zz Purchase debt in the primary and secondary debt markets;
zz Provide precautionary financial assistance in the form of credit lines;
zz Finance recapitalisations of financial institutions through loans to the
governments of ESM Members. The ESM will be empowered to directly
recapitalise banks in the euro area once an effective Single Supervisory
Mechanism (SSM) for euro area banks is established.7
The Single Supervisory Mechanism is part of the establishment of the
Banking Union. Substantial steps on establishing the SSM has been already
achieved. The measures undertaken until now will be analysed in the next
sections defining the measures for developing the EMU.
Short term measures for the development of the EMU
The short term measures for the development of the EMU will be presented
as the Stage 1 (the period between end 2012 and 2013) of the final December
2012 Report by the President of the European Council.8 According to that report,
the completion of the first stage should ensure sound management of public
finances and break the link between banks and sovereigns, which has been
one of the root causes of the sovereign debt crisis.
According to the report of the President of the European Council, this first
short term stage shall include five essential elements:
zz Completion and thorough implementation of a stronger framework for
fiscal governance (“6-Pack”; TSCG; “2-Pack”).
zz Establishment of a framework for systematic ex ante coordination of major
economic policy reforms (including European Semester, Macroeconomic
Imbalances Procedure, Stability and Growth Pact, etc.).
zz Establishment of an effective Single Supervisory Mechanism (SSM) for
the banking sector and the entry into force of the Capital Requirements
Regulation Directive (CRR/CRDIV).
zz Agreement on the harmonisation of national resolution and deposit
guarantee frameworks, ensuring appropriate funding from the financial
industry.
zz Setting up of the operational framework for direct bank recapitalisation
through the European Stability Mechanism (ESM).
The first two elements were already presented to a certain extent in the
7 For more information in relation to the Treaty on Stability, Coordination and Governance as well as for
the full text of the treaty, please see the page of the European Council: http://www.european-council.
europa.eu/home-page/.
8 President of the European Council (2012), “Towards Genuine Economic and Monetary Union”, 5
December 2012.
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previous section. This section will concentrate on the presentation of the last
three elements.
The establishing of the Banking Union, a substantial part of which is the
creation of a Single Supervisory Mechanism, is considered as one of the major
reforms that shall lead to a more stable and prosperous Economic and Monetary
Union. The idea for the establishment of the Baking Union was first announced
by the President of the European Commission on 30 May 2012. The President
of the European Central Bank also referred to the idea of Banking Union during
a hearing at the European Parliament on 31 May 2012.
The idea for the establishment of the Banking Union was formulated for
the first time in an official document in the initial June 2012 report to the
European Council - “Towards a Genuine Economic and Monetary Union”. This
report was elaborated by the President of the European Council in collaboration with the President of the Commission, the President of the Eurogroup and
the President of the European Central Bank. The establishment of the Banking
Union is at the centre of the reforms that shall lead to a more integrated financial framework.
In general the idea for Banking Union contains four main pillars:
1. Single Supervisory Mechanism
2. Single Resolution Mechanism
3. Common rules for bank deposit guarantee schemes
4. Development of the Single Rulebook for financial services.
The Single Supervisory Mechanism is the first and more advanced element
for the creation of the Banking Union. The main idea of this mechanism is the
shift of the supervision on banks from national level (performed by the national
central banks) to supranational European level (performed by the European
Central Bank in cooperation with the national central banks). The mechanism
is focused mainly on the Euro area but Member States outside the Euro area
may also apply to take part in the mechanism after the signature of an agreement for close cooperation.
The Single Supervisory Mechanism was originally designed to undertake
the supervision on all the 6 000 banks in the Euro area. The general approach
reached in December 2012 at the ECOFIN Council of the EU slightly modified
that approach. The latter decision is that the ECB will be responsible mainly for
the systemically important banks with cross-border operations and activities.
The national central banks will have supervisory powers for the small banks on
their territory. However, the ECB may at any time, in case of need or potential
failure, take supervisory control on smaller bank institutions. Although the
ECB does not undertake permanent daily control on all the banks in the Euro
area, it is expected that this supranational institution will have direct control
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over at least 80% of the banks’ assets in the Euro area (the number of directly
supervised banks by the ECB will be smaller than the above mentioned figure
of around 6 000 banks but these banks are the biggest and important banks
that hold larger part of the bank assets).
The aim of direct oversight and supervision of the systemically important
banks in the Euro area is to enforce the prudential rules in a strict and impartial
manner and to perform effective oversight of cross border banking markets.
According to the opinion of the European Commission, the Single Supervisory
Mechanism will ensure that higher common standards will be established
and will contribute to the building of the necessary trust between Member
States. The establishment of the SSM is considered also as a pre-condition
for the introduction of any common backstops for the banks in the Euro area.
Such a common backstop is planned to be the European Stability Mechanism
mentioned above.
The package for the establishment of the Single Supervisory Mechanism
was presented by the European Commission on 12 September 2012 and
includes:
zz Regulation conferring specific tasks on the European Central Bank for
all the banks in the Euro area with the opportunity the Member States
outside the Euro area to participate on a voluntary basis9;
zz Regulation amending and adapting the existing Regulation of the
European Banking Authority to the new supervisory regime10;
zz Communication from the European Commission that prescribes in a
roadmap the concept for the Banking Union and the following steps for
its establishment.11
An agreement on this package was reached at the ECOFIN Council in
December 2012. A subsequent agreement was reached between the Council
of the EU and the European Parliament in the spring of 2013 and the two
Regulations are planned to be published in the Official Journal of the EU very
soon.
The establishment of the Single Resolution Mechanism (SRM) is considered
as the next logical step for the creation of Banking Union, after the agreement
on the Single Supervisory Mechanism. The European Commission proposed
9 European Commission (2012), Proposal for a Regulation conferring specific tasks on the European
Central Bank concerning policies relating to the prudential supervision of credit institutions, COM(2012)
511 final, Brussels, 12.09.2012.
10 European Commission (2012), Proposal for a Regulation of the European Parliament and of the Council
amending Regulation (EU) No 1093/2010 establishing a European Supervisory Authority (European
Banking Authority) as regards its interaction with Council Regulation (EU) No…/… conferring specific
tasks on the European Central Bank concerning policies relating to the prudential supervision of credit
institutions, COM(2012) 512 final, Brussels, 12.09.2012.
11 European Commission (2012), A Roadmap towards a Banking Union, Communication from the
Commission to the European parliament and the Council, COM(2012) 510 final, Brussels, 12.09.2012.
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on 10 July 2013 a draft legal act for the establishment of the SRM that shall
complement the SSM, once operational in late 2014. According to the European
Commission, the Single Resolution Mechanism would ensure that – not withstanding stronger supervision by the ECB - if a bank subject to the SSM faces
serious difficulties, its resolution could be managed efficiently with minimal
costs to taxpayers and the real economy. As the President of the European
Commission José Manuel Barroso declared on the day on the publishing of the
legal proposal: “We cannot eliminate the risk of future bank failures, but with the
Single Resolution Mechanism and the Resolution Fund it should be banks themselves – and not European taxpayers – who should shoulder the burden of losses
in the future.” The European Commission recognises the fact that the risk of a
bank experiencing a severe liquidity or solvency problem can never be totally
excluded and that the bank supervision and resolution need to be aligned and
exercised at the same central level as SSM in order to curb uncertainty and
prevent bank runs and contagion to other parts of the Euro area.
In accordance to the Press Release from the European Commission from 10
July 2013, the Single Resolution Mechanism would work as follows:
zz The ECB, as the supervisor, would signal when a bank in the Euro area or
established in a Member State participating in the Banking Union was in
severe financial difficulties and needed to be resolved.
zz A Single Resolution Board, consisting of representatives from the ECB, the
European Commission and the relevant national authorities (those where
the bank has its headquarters as well as branches and/or subsidiaries),
would prepare the resolution of a bank. It would have broad powers to
analyse and define the approach for resolving a bank: which tools to use,
and how the European Resolution Fund should be involved. National
resolution authorities would be closely involved in this work.
zz On the basis of the Single Resolution Board’s recommendation, or on
its own initiative, the Commission would decide whether and when to
place a bank into resolution and would set out a framework for the use
of resolution tools and the fund. For legal reasons, the final say could not
be with the Board.
zz Under the supervision of the Single Resolution Board, national resolution
authorities would be in charge of the execution of the resolution plan.
zz The Single Resolution Board would oversee the resolution. It would monitor the execution at national level by the national resolution authorities
and, should a national resolution authority not comply with its decision,
it could directly address executive orders to the troubled banks.
zz A Single Bank Resolution Fund would be set up under the control of
the Single Resolution Board to ensure the availability of medium-term
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funding support while the bank was restructured. It would be funded by
contributions from the banking sector, replacing the national resolution
funds of the Euro area Member States and of Member States participating
in the Banking Union.12
During the European Council meeting on 27-28 June 2013, the Heads of
States and Governments of the EU Member States agreed and set a target for
reaching agreement on the Single Resolution Mechanism by the end of 2013,
so that it can be adopted before the end of the current European Parliament
term in mid-2014.13
The third element for the establishment of the Banking Union is the amendment of the common rules for bank deposit guarantee schemes. This
amendment will update the existing legislation in the EU in that area that
currently guarantee deposits of one depositor in one bank to the sum up to
100 000 EUR.
The initial idea for that element of the Banking Union was the establishment of a Single Deposit Guarantee Fund in parallel to the Single Supervisory
Mechanism and the Single Resolution Fund within the Single Resolution
Mechanism. However, there was no enough political will and agreement between the EU Member States for such a step. Therefore, at this stage only an
update and amendment of the current EU harmonised rules for the national
deposit guarantee funds is planned to be undertaken.
The last forth element for the establishment of the Banking Union is the
development of the Single Rulebook for financial services. In comparison
to the Single Supervisory Mechanism and the Single Resolution Mechanisms
that are planned only for the Euro area Member States and those other Member
States that will join the Banking Union through close cooperation, the development of the Single Rulebook and the above mentioned amendment of the
national deposit guarantee rules will concern all the 28 EU Member States comprising the whole Single Market. The Single Rulebook comprises the adoption
of the proposal for Directive for recovery and resolution of credit institutions
and investment firms, the amendment of the prudential and capital requirements for the credit institutions and investment firms, the adoption of a new
framework for markets in financial instruments, etc.
The third and fourth elements of the Banking Union are in fact part of the
fourth essential element of the Stage 1 for the establishment of a genuine
Economic and Monetary Union, mentioned above, and namely: agreement on
the harmonisation of national resolution and deposit guarantee frameworks,
ensuring appropriate funding from the financial industry.
12 European Commission (2013), „ Commission proposes Single Resolution Mechanism for the Banking
Union”, Press Release, Reference: IP/13/674, Brussels, 10 July 2013.
13 European Council (2013), European Council Conclusions, 27-28 June 2013, Brussels, 28 June 2013.
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The last substantial element of this Stage 1 is the setting up of the operational
framework for direct bank recapitalisation through the European Stability
Mechanism (ESM). The finance ministers from the Euro area reached an agreement on 20 June 2013 about the main principles of such possible future bank
recapitalisations in the Euro area.
The European Stability Mechanism will not be the only one to contribute in
case of troubled banking institution. The losses shall be born first by the shareholders and creditors of the bank institution, including by the large depositors
with deposits over 100 000 EUR. The state where the troubled bank is established
shall also participate with relatively moderate contribution. The ESM as a bailout
fund and backstop measure will be able to spend a maximum of 60 billion EUR
on buying shares in troubled banks, but the limit may be raised if necessary.14
Medium term measures for the development of the EMU
The medium term measures for the development of a genuine EMU are defined as Stage 2 in the December 2012 report from the President of the European
Council. They shall be performed in the period late 2013 – 2014. According to
this report the Stage 2 shall comprise the completion of the integrated financial
framework and the promotion of sound structural policies. This stage would
consist of two essential elements:
zz The completion of an integrated financial framework through the setting
up of a common resolution authority and an appropriate backstop to
ensure that bank resolution decisions are taken swiftly, impartially and
in the best interest of all.
zz The setting up of a mechanism for stronger coordination, convergence
and enforcement of structural policies based on arrangements of a
contractual nature between Member States and EU institutions on the
policies countries commit to undertake and on their implementation. On
a case-by-case basis, they could be supported with temporary, targeted
and flexible financial support.
The first essential element was presented in the previous section analysing
the establishment of the Banking Union. We will focus here on the second
essential element of Stage 2 for the setting up of a mechanism for stronger
coordination, convergence and enforcement of structural policies.
On 20 March 2013 the European Commission has published two consultation
documents in the form of Communications in order to stimulate the reforms in
relation to the stronger coordination of economic policies towards achieving
a deep and genuine Economic and Monetary Union.
14 See: EurActive (2013), “Ministers put straitjacket on bailout fund”, 21 June 2013.
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The first Communication is on the introduction of a Convergence and
Competitiveness Instrument. The idea of this instrument is to complete the
governance framework for economic policy coordination in general, and for the
single currency in particular. There will be “contractual arrangements” between
the Member State in need and the European Commission that are combined
with a solidarity mechanism for national structural reforms for competitiveness
and growth. These reforms will be done in area whose lack of implementation would have a spillover effect also on other Member States. According to
the Communication proposing the establishment of the Convergence and
Competitiveness Instrument, the aim is to help Member States facing a difficulty
that may affect the entire Euro area to undertake the necessary reforms. It is
planned the Convergence and Competitiveness Instrument to be part of the
EU budget but outside the ceilings in the Multiannual Financial Framework. The
Convergence and Competitiveness Instrument would be based on two pillars:
zz Contractual arrangements which would lay down the key measures a
Member State commits to put in place, with agreed timelines. These
measures would be designed to implement the Country Specific
Recommendations agreed as part of the European Semester, in particular
those emanating from the Macroeconomic Imbalance Procedure.
zz Financial support for the implementation of the reforms in the contractual
arrangement.15
The second Communication is for the establishment of ex-ante coordination of plans for major economic policy reforms. According to the European
Commission, the surveillance of economic, budgetary and structural policies
has been brought together into the European Semester and has made EMU
more robust than it was at the onset of the crisis and better equipped for
the future. The scope of that surveillance mechanism was also broadened
to include competitiveness, internal and external imbalances under the new
Macroeconomic Imbalances Procedure. However, the European Commission
recognises that in order to complement this governance framework, it is important that national plans for any major economic policy reforms are assessed
and discussed at EU-level before final decisions are taken at the national level.
This shall ensure that Member States internalise the EU-level dimension of
key reforms in their national decision-making process. The Communication
proposes detailed procedure how Member States shall execute this ex ante
coordination of substantial national policies.16
15 See: European Commission (2013), “Towards a Deep and Genuine Economic and Monetary Union: The
introduction of a Convergence and Competitiveness Instrument”, Communication from the Commission
to the European Parliament and the Council, COM(2013) 165 final, Brussels, 20.03.2013.
16 See: European Commission (2013), “Towards a Deep and Genuine Economic and Monetary Union: Ex
ante coordination of plans for major economic policy reforms”, Communication from the Commission
to the European Parliament and the Council, COM(2013) 166 final, Brussels, 20.03.2013.
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The discussion and the advancement of these reforms on economic governance will help also the introduction to the final Stage 3 for the establishment
of genuine Economic and Monetary Union.
Long term measures for the development of the EMU
According to the December 2012 report from the President of the European
Council, Stage 3 for the establishment of the genuine Economic and Monetary
Union shall take place after 2014. This final stage shall constitute of two essential elements.
The first essential element shall be the establishment of a well-defined and
limited fiscal capacity to improve the absorption of country-specific economic
shocks, through an insurance system set up at the central level. According to the
President of the European Council, this would improve the resilience of the Euro
area as a whole and would complement the contractual arrangements developed
under Stage 2. Such a system should encourage Euro area Member States that
are those eligible for participation in the shock absorption function, to continue
to pursue sound fiscal and structural policies in accordance with their contractual
obligations. The objective of the European institutions is that the asymmetric shock
absorption and the promotion of sound economic policies to remain linked, complementary and mutually reinforcing. The experience gained by the Convergence
and Competitiveness Instrument will be also used in that final stage.
The second essential element under this final stage could build on an
increasing degree of common decision-making on national budgets and an
enhanced coordination of economic policies, in particular in the field of taxation and employment, building also on the Member States’ National Job Plans.
However, all these measures will also need more powers to be transferred from
national to European level. They shall lead to much more integrated financial,
fiscal, economic and political union. In order to reinforce such measures, there
shall be more consensus among the EU Member States and a willingness to
transfer such sovereignty.
The President of the European Council recognises that the achievement of
genuine EMU evolves towards deeper integration. It stress that a number of
other important issues will need to be further examined, in particular in the
above cited European Commission’s “Blueprint”. Some of the reforms proposed
in that document of the European Commission, which were not presented in
details in the current paper, are:
zz External representation of the Euro area;
zz Common issuance of Eurobonds/Eurobills;
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zz Establishing EMU Treasury within the Commission;
zz Establishment of European Redemption Fund helping the reduction of
the public debt over 60% of GDP in the Euro area Member States;
zz Greater legitimacy and accountability at European and national level.
Some of these proposed reforms by the European Commission perhaps
go too far and the majority of the EU Member States are not ready to shift so
much national sovereignty to the European institutions. This is relevant for
the proposals for issuance of common Eurobonds or Eurobills as well as for
the establishment of EMU Treasury within the Commission or the European
Redemption Fund. These measures may be considered and discussed only
in long-term perspective. At the same time, the discussions on the need for
more legitimacy and accountability at European and national level sound very
reasonable.
Conclusions
The recent economic and financial crisis in Europe provoked substantial reforms on the architecture and the functioning of the Economic and Monetary
Union. The EMU architecture was imperfect since the initial design of the EMU
elaborated in the 1990s’. The supranational monetary policy for the Euro area
Member States is combined with some economic and fiscal rules that focused
not on supranational decisions but rather on a slight communication and
coordination between all the EU Member States.
The crisis proved that this is not only a treat but also an opportunity to act. The
European institutions used the momentum and initiated substantial reforms in
the financial, fiscal and economic field. It is hardly to believe that some of these
measures and actions would be undertaken without such a severe crisis.
However, some of the measures such as the issuance of common Eurobonds,
the establishment of EMU Treasury within the Commission or the establishment
of European Redemption Fund seem too ambitious at this stage. Therefore, the
European institutions and the Member States shall focus on more urgent and realistic measures in order to achieve a genuine Economic and Monetary Union.
It shall be highlighted that part of these measures are targeted only to the
Euro area that creates some fears of “two speeds Europe” and for some disintegration of the Single Market comprising EU-28. However, if the necessary
precautions are undertaken, such disintegration will not really happen.
The economic and financial crisis in reality provoked deepening of the integration between the EU Member States in the economic, fiscal and financial
fields.
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The author of this paper shares the opinion that “more Europe” is the right
answer to that crisis. However, the measures and actions shall go step by step
as giving national sovereignty to European level is always a sensitive issue.
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The Multiannual Financial Framework (MFF) 2014-2020 is now just a step
away from becoming a reality. After more than 2 years of complicated negotiations and compromises between the European institutions and the Member
States, the EU budget for the next 7 years should be legally approved by the
European Parliament in the autumn of 2013. The MFF Regulation and the new
Inter-institutional Agreement will mark the long-awaited conclusion of a process which officially started on June 29, 2011, when the European Commission
presented its MFF initial proposal.
In order to better understand the 7-year EU budget’s various aspects, let us
briefly outline its internal logic, go through its key elements and analyze the
general context of the MFF negotiations with view to the economic crisis and
the new EU economic governance.
Above all, there is a close inter-relation between the Multiannual Financial
Framework 2014-2020 successful implementation and reaching the Europe
2020 Strategy 5 headline targets1: 1. Employment (75% of the 20-64 year-olds
to be employed); 2. Research & Development / innovation (3% of the EU’s
Gross Domestic Product (public and private combined) to be invested in R&D/
innovation); 3. Climate change / energy (greenhouse gas emissions 20% (or
even 30%, if the conditions are right) lower than 1990, 20% of energy from
renewables, 20% increase in energy efficiency); 4. Education (Reducing school
drop-out rates below 10%, at least 40% of 30-34–year-olds completing third
level education); 5. Poverty / social exclusion (at least 20 million fewer people
in or at risk of poverty and social exclusion).
Europe 2020 sets the common direction to be followed by 28 Member States
1 http://ec.europa.eu/europe2020/targets/eu-targets/
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with their national specifics, different stages of economic development and
socio-demographic characteristics. Thus, the EU budget has to be the mechanism which makes them move forward together. Through its redistributive
function, the MFF accumulates significant financial resources at EU level and
channels them as public investments to the high priority sectors within the
Member States. The purpose is to stimulate certain activities, processes and
reforms which generate European added value (i.e. achieving better results
than the Member States acting alone).
The MFF’s revenue side consists of the following elements: 1. National contributions by the Member States based on their Gross National Income (GNI);
2. Contributions based on the Value Added Tax, 3. “Traditional” own resources
– agricultural and customs duties, sugar levies, 4. Fines under the Competition
laws and taxes on the salaries of the EU Institutions’ personnel.
The expenditure side of the EU budget comprises 5 Headings: 1. Sustainable
Growth; 2. Preservation and Management of Natural Resources; 3. Citizenship,
Freedom, Security and Justice; 4. EU as a global player; 5. Administration.
At the end of June 2011, European Commission put forward its first MFF
2014-2020 proposal2. Its total commitment appropriations were at the amount
of €1,025 billion, which is approximately 1.05% of the EU GNI. The total payment appropriation amounted at €972.2 billion or 1% of EU GNI (See Table 1
for details). Compared to the respective number in the 2007-2013 EU budget,
they were both increased by approximately 5 %.

2 http://ec.europa.eu/budget/library/biblio/documents/fin_fwk1420/MFF_COM-2011-500_Part_I_
en.pdf
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Source: The European Commission

table 1. European Commission Proposal for mff 2014-2020 – 29 June 2011
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An important new element of the Commission’s proposal was the new own
resources system as part of the MFF’s revenue side. It includes the introduction
of two new EU taxes – EU Value Added Tax and EU Financial Transactions Tax.
The idea behind it is to create an EU budget funded by genuine own resources
– a further step towards deeper integration of the Union.
Over the past two decades there has been a clear trend of increasing the relative share in the EU budget of the GNI-based national contributions (See Figure
1 for details). Therefore, in the negotiation process rather than concentrating on
EU’s development and common goals, the Member States tend to focus more
on the calculations how much financial resources they will contribute and how
much they will receive. In order to deal with the problem, the EC suggests that
different new forms of genuine own resources should start playing a greater role
in funding the EU budget. Thus, the current statistical VAT-based contributions
could be ended and the GNI-based ones – significantly reduced.
The EC also proposed all corrections mechanisms to be replaced by a system
of fixed lump sums which corresponds to the MFF duration. The Commission
believes that such a system would be a fairer, simpler and more transparent
solution. Currently, the existing corrections are the UK rebate, lump sum payments to the Netherlands and Sweden and reduced VAT call rates for Austria,
Germany, The Netherlands and Sweden. Furthermore, the Member States keep
25 % of the amount collected for traditional own resources to cover their collection costs.
figure1. Eu Budget Revenue 1958-2011 (in % of Eu Gni)
Source: The European Commission
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A new item on the expenditure side of the Commission’s proposal was the
Connecting Europe Facility3. Its proposed budget of €50 billion should be used
for investments in the transport, energy and digital trans-European networks
to stimulate economic growth and competitiveness throughout the Union.
The Common Agricultural Policy and the Cohesion Policy remain the largest
Headings (they were such in previous EU budgets as well). The Commission
proposed a total amount of €376 billion for Cohesion allocated as follows:
€162.6 billion for convergence regions; €38.9 billion for transition regions;
€53.1 billion for competitiveness regions; €11.7 billion for territorial cooperation and €68.7 billion for the Cohesion Fund. The proposal for the Common
Agricultural Policy included €281.8 billion for its first pillar and €89.9 billion for
the second one (rural development). The Framework Programme for Research
and Innovation “Horizon 2020” was held in high regard with a proposed budget
of €80 billion. For EU’s external action was proposed €96 billion, and for the
administration – €62.6 billion (of which 50.5 billion for expenditures of the EU
Institutions).
The EC proposal included a number of new initiatives: the Simplification
Agenda aimed at administrative burden reduction; ex ante and ex post macroeconomic conditionalities in regional policy linking the access to structural
funds to national budgetary management in the Member States and compliance with the Stability and Growth Pact; flexibility of the EU budget in general,
allowing to react quickly to the ever-changing economic environment and
re-allocate resources in the best possible way. Furthermore, the innovative
financial instruments are to be widely used, triggering innovation, research
and entrepreneurship.
It has to be taken into account that the whole MFF negotiation process has
coincided with economic crisis in the European Union and the Eurozone in
particular. Many Member States have experienced serious debt problems and
have accumulated budget deficits higher than the Maastricht criteria. The new
economic governance was launched at EU level via the European Semester for
Economic Policy Co-ordination, the “6-Pack”, the Fiscal Compact, etc. Austerity
measures were taken, the Stability and Growth Pact was reinforced and national
budgets were subject to significant cuts. The efforts of the Member States to
achieve fiscal consolidation and maintain financial discipline have certainly
influenced their positions regarding the MFF. Some of the net contributor
countries (e.g. the U.K., Germany) opposed to the EC proposal for an increase
of the EU Budget compared to the 2007-2013 one with the motive that each
extra Euro they transfer to the MFF puts additional pressure on their own budgets. They saw no logic in having a bigger EU Budget in times of national fiscal

cuts. On the contrary, the net beneficiary Member States (most of the Central
and Eastern European countries) firmly supported the Commission’s proposal.
They have needed the fresh financial resources which the MFF would provide
for their economies, boosting growth and employment and helping them to
conduct structural reforms.
As the negotiations gathered momentum, the above-mentioned opposite
points of view divided the Member States into two main groups: “Friends of
Better Spending” (Austria, Germany, Finland, France, Italy, The Netherlands and
Sweden) and “Friends of Cohesion” (Bulgaria, Czech Republic, Lithuania, Latvia,
Greece, Estonia, Romania, Malta, Poland, Slovakia, Slovenia, Spain and Hungary).
During the Polish and the Danish Presidencies of the Council of the European
Union, the two groups were not able to reach a compromise on the MFF total
amount. The Friends of Better Spending claimed that economic development
could be achieved through effective and efficient spending of the financial
resources, while the Friends of Cohesion highlighted the importance of the
catching-up process which could not take place in their countries without
sufficient support through the MFF. What the two groups had in common was
the understanding that the EU Budget should serve as an investment tool to
generate growth and tackle unemployment – two of EU’s most critical issues.
The Cyprus Presidency continued the joint efforts of the main stakeholders
(The Commission, the Council and the European Parliament) to bring their
positions closer – a fully fledged negotiating box was opened and a number
of bilateral meetings were held. As the Council needs to take unanimous decision in order to approve the MFF, every Member States plays an important
part in the process and its remarks on the budget items have to be taken into
consideration by the others.
During the Irish Presidency there was a major breakthrough in what seemed
to be a stalemate situation regarding the EU Budget. During the European
Council on 7 & 8 February 2013 the Member States agreed on the Multiannual
Financial Framework 2014-2020. The total commitment appropriations were
cut to approximately €960 billion or about 1 % of EU GNI. The amount is not
only lower than the revised EC proposal and the one of Herman Van Rompuy
from the autumn of 2012 (€973 billion), but also lower than the current 7-year
MFF 2007-2013 (€994 billion). In fact the next EU Budget is going to be first
one, cut in real terms.
The following table makes a comparison between MFF 2007-2013, the
Commission proposal of June 2012 and the agreement, reached by the Council
on February 7-8 2013.

3 http://europa.eu/rapid/press-release_IP-11-1200_en.htm?locale=en
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Table 2. Comparison between MFF 2007-2013, MFF 2014-2020 EC Proposal- June 2012 and MFF
2014-2020 European Council conclusions- 8 February 2013
Commitment appropriations
MFF 2007In million euros 2013
(2011 prices)
Total commitment
appropriations
as a percentage
of GNI
1. Sustainable
Growth
1a. Competitiveness
for Growth and Jobs
of which: Connecting
Europe Facility
of which: Galileo,
ITER and GMES
1b. Cohesion for
Growth and Employment
of which: Investment
for growth and jobs
of which: European
territorial cooperation
of which Contribution to CEF
2. Preservation and
Management of
Natural Resources
of which: market
related expenditure
and direct payments
of which: rural
development
3. Citizenship,
freedom, security
and justice
4. EU as a global
player
5. Administration
of which: Administrative expenditure
6. Compensations

MFF 2014-2020
Commission
proposal June
2012

European Council
conclusions
vs
MFF 2007-2013
Million
%
euros
-34.188

-3%

Commission
proposal
vs
European Council
conclusions
million
%
euros

994.176

1.045.282

959.988

1,12%

1,09%

1,00%

446.310

503.310

450.763

+4.453

+1%

-52.547

-10%

91.495

164.316

125.614

+34.119

+37%

-38.702

-24%

12.783

40.249

19.299

+6.516

+51%

-20.950

-52%

8.047

15.548

12.793

+4.746

+59%

-2.755

-18%

354.815

338.994

325.149

-29.666

-8%

-13.845

-4%

345.935

327.116

313.197

-32.738

-9%

-13.919

-4%

8.880

11.878

8.948

68

+1%

-2.930

-25%

-85.294

-0,12%

-8%
-0,09%

10.000
420.682

389.972

373.179

-47.503

-11%

-16.793

-4%

318.820

286.551

277.851

-58.834

-17%

-8.700

-3%

95.741

91.966

84.936

-10.805

-11%

-7.030

-8%

12.366

18.809

15.686

+3.320

+27%

-3.123

-17%

56.815

70.000

58.704

+1.889

+3%

-11.296

-16%

57.082

63.165

61.629

+4.547

+8%

-1.536

-2%

46.247

51.000

49.798

+3.551

+8%

-1.202

-2%

920

27

27

0

0%

0

0%

Source: The European Commission
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MFF 20142020 European Council
conclusions
08.02.2013

As soon as the Member States reached a unanimous decision on MFF, all
sights were set on the European Parliament. After the Treaty of Lisbon, the EP
was given a key role regarding the MFF. It has been an active participant in
every stage of the negotiations - presenting position papers, holding thematic
meetings, adopting resolutions and exchanging views with the national parliaments of the Member States.
On March 13, 2013 the European Parliament adopted a resolution, stating
that it is not satisfied with the MFF agreement reached on February 8, 2013
and demanded that the negotiations should continue.
Finally, on June 27 2013, just a couple of days before the end of the Irish
Presidency, the European Council and representatives of the European
Commission and the European Parliament agreed upon the Multiannual
Financial Framework 2014-2020. Its total commitment appropriations were
confirmed to be €959.99 billion and the total payment appropriations - €908.4
billion.
The agreement reflects the position of the European Parliament on 4 topical
issues. First, regarding the MFF flexibility, financial resources which are not used
under the annual payment ceiling of the previous year will be transferred to the
next year (as of 2015). For the last 3 years there will be limits of 7, 9 and 10 billion
euros respectively (The overall MFF payment ceiling though will remain the
same). In addition, €6 billion will be frontloaded in the first 2 years for measures
against youth unemployment and €400 million – for research. Furthermore, a
Member State can voluntarily increase up to €1 billion the financial resources
for the most deprived, thus reaching a potential maximum of €3.5 billion for
the Programme. There will be also a contingency margin against unforeseen
events at the amount of 0.03 % of EU’s GNI.
Second, there will be a MFF review no later than 2016, so that the newlyelected EC, EP and Council can discuss and possibly modify some of the MFF
priorities for the following years. The Commission is to propose the next EU
Budget before January 1 2018.
Third, in order to guarantee unity of the EU budget, it will include all the EU
and Euratom expenditures and revenues.
Fourth, as the MFF 2014-2020 will not incorporate the EC proposal for new
genuine own resources, the work on optimizing the own resources system will
continue - a working group will be formed, whose members will be chosen by
the EC, EP and the Council. It will meet at least once every 6 months. In 2016 the
national parliaments will examine and discuss the work done so far. If feasible,
the EC will include the new system in its proposal for the next EU Budget.
On July 3, 2013 the European Parliament adopted a resolution on MFF 2014147

20204, thus giving the green light to the next 7-year EU Budget. Now all that is
left to be done is the EP to adopt the draft MFF Regulation, which can happen
during its autumn plenary session. Right after that, the Council should give its
formal consent and the Budget for Europe 2020 will be a done deal.
Will it live up to the high expectations of more than 500 million European
citizens? Only time will tell.

TOWARDS A GENUINE RESOLUTION REGIME
FOR BANKS
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Ms. Roussenova holds a Ph.D. from the University of National and World
Economy in Sofia, Bulgaria. She has also a MA and a BA in Economics from the
Moscow State University. She has also successfully passed several trainings at the
World Bank in Washington DC, the Bank of England in London, the University of
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In September 2012 the European Commission launched a roadmap towards
establishing a Banking Union1 comprising a Single Supervisory Mechanism and
a Single Resolution Mechanism, which are expected to strengthen the financial
See European Commission, A ROADMAP TOWARDS A BANKING UNION,
Communication from the Commission to the European Parliament and the Council,
12.09.2012, Brussels

1
4 http://europa.eu/rapid/press-release_MEMO-13-646_en.htm
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stability in the euro area and contribute to breaking the vicious circle between
banks and sovereigns. The Single Supervisory Mechanism would provide the basis for direct recapitalisation of banks by the European Stability Mechanism. The
Single Resolution Mechanism, which is the next key building block of the Banking
Union, is expected to operate on the basis of a common resolution regime to
be introduced by the Bank recovery and resolution directive, which will offer an
alternative to bailing out banks with public funds. The Commission’s proposal for
a Directive establishing the EU rules for bank recovery and resolution will provide
the supervisory and resolution authorities with all necessary tools to deal with failing banks while preserving taxpayers’ money. The Single Resolution Mechanism,
which will operate on the basis of the newly proposed resolution framework, is
expected to create an effective resolution regime for banks and in particular for
cross-border banking groups.
The resolution framework
During the recent financial crisis many financial institutions, especially those
considered too big to fail, were bailed out by large amounts of government
support. The public support and guarantees for banks amounting to €4.5 trillion
contributed to the public debt burden and consequently intensified market
pressures on the highly indebted countries. At present bailout is no longer
considered acceptable because it:
zz places an enormous burden on public finances,
zz causes distortions to competition and
zz increases moral hazard.
In most Member Sates special resolution regimes for banks did not exist
before 2007. Since 2008 such regimes have been introduced in many of them
but they remain untested and their harmonisation and reinforcement is still
to take place through the Directive establishing a framework for recovery
and resolution of credit institutions and investment firms2 proposed by the
3

Commission in June 2012 . It offers an alternative to bailout by equipping
national authorities with common powers and instruments to pre-empt and
2 See European Commission, Proposal for a Directive of the European Parliament and of the Council
establishing a framework for the recovery and resolution of credit institutions and investment firms and
amending Council Directives 77/91/EEC and 82/891/EC, Directives 2001/24/EC, 2002/47/EC, 2004/25/
EC, 2005/56/EC, 2007/36/EC and 2011/35/EC and Regulation (EU) No 1093/2010, 6.6.2012, Brussels
3 The debate at the Council and other EU institutions on the Directive establishing a framework for
recovery and resolution of credit institutions and investment firms (known also as the Bank recovery
and resolution directive) resulted in certain modifications. On June 26/27, 2013 ECOFIN agreed upon
a General approach. We refer both to the original Commission’s proposal and where appropriate to
the Council’s General approach agreement, which is expected to be approved by the EU Parliament
soon.
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manage bank failures in an orderly manner, while preserving essential bank
operations and minimizing taxpayers’ exposure to losses. The general rule of
the resolution framework is that failing credit institutions should be liquidated
under ordinary insolvency proceedings. However, in some cases an orderly
winding down through resolution will be more appropriate and necessary in
the public interest because it would minimise contagion, ensure continuity of
vital economic functions and preserve the value of the remaining assets.
The Bank recovery and resolution directive proposes a range of instruments
to tackle potential bank crises at the preparatory and preventative, early
intervention, and resolution stages. At the resolution stage the Commission
introduces the following resolution tools:
zz a sale of business (or part of business) tool;
zz a bridge bank tool, which transfers good assets to a publicly controlled
entity;
zz an asset separation tool, which transfers impaired assets to an asset
management vehicle and
zz a bail-in tool, which allows absorption of losses by shareholders and
creditors.
The bail-in tool is a tool by means of which a Resolution Authority could
write off all equity, and either write down subordinated liabilities or convert
them into an equity claim, when an institution meets the trigger conditions for
entry into resolution. Member States may apply the bail-in tool to recapitalize
an institution that meets the conditions for resolution to the extent sufficient
to restore its ability to comply with the conditions for its authorisation. The
bail-in tool is applicable if there is a realistic prospect to restore the institution
to financial soundness and long-term viability.
Resolution Authorities
Member States will have to establish national Resolution Authorities, which
will be in charge of resolution. Each Member State will have the flexibility to
identify its own Resolution Authority, which should be an administrative rather
than a legal one. The Resolution Authorities may be4:
zz the competent authorities for supervision,
zz the competent ministries,
zz the national Central Banks or
zz other public administrative authorities.
4 Council of the European Union, Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND
OF THE COUNCIL establishing a framework for the recovery and resolution of credit institutions and
investment firms and amending Council Directives 77/91/EEC and 82/891/EC, Directives 2001/24/EC,
2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC and 2011/35/EC and Regulation (EU) No 1093/2010
- General approach, 28 June, 2013, Brussels, p.61
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When one institution combines the functions of supervision and resolution
Member States should ensure that there is operational independence between
the two functions and should put in place adequate arrangements to manage
any possible conflict of interest5.
Triggers
The Directive proposal specifies trigger conditions for entry into resolution.
Resolution measures should be implemented when the institution is close to
insolvency, i.e. when the institution is failing or likely to fail. An institution is failing or likely to fail when6:
zz it is in breach or will be in breach in the near future of the requirements
for continuing authorisation due to incurred losses that will deplete all
or a significant amount of its own funds;
zz the assets of the institution are or will be in the near future less than its
liabilities;
zz the institution is or will be in the near future unable to pay its debts when
they fall due;
zz extraordinary public support is required (except in cases when it is needed
to preserve the financial stability in the economy of the Member State).
Resolution measures are highly intrusive and may interfere with shareholders’
rights. This implies that resolution should be possible only when the institution
is failing or likely to fail and no alternative private sector or supervisory solutions
would prevent the failure of the institution and restore it within an appropriate
timeframe. In addition the resolution action should be justified by and necessary in the public interest.
General principles of resolution and the right to a judicial review
The resolution tools and powers have to be applied according to general
principles7, defined by the Bank recovery and resolution directive. Some of the
most important ones are:
zz The losses should be allocated at first in full to the shareholders and
then to the creditors following the hierarchy of claims established by the
normal insolvency proceedings or alternatively by the Bank recovery and
resolution directive;
zz The creditors of the same class should be treated in an equitable
manner;
5 Ibidem
6 Idem, p. 120
7 Idem, p. 124
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zz No creditor should incur losses greater than what he would have incurred
if the institution had been wound up under the normal insolvency
proceedings.
All persons affected by the decisions taken by the Resolution Authorities
should have the right to apply for a judicial review of that decision. However,
the consideration of public interest prevails over the protection of private rights,
as a result of which challenging the decision of the Resolution Authority in
court is possible, but limited. Since the Directive covers situations of extreme
urgency, the decisions of the Resolution Authority should be immediately
enforceable because their possible suspension might impede the continuity
of critical functions. Automatic suspension should be considered against the
public interest and should not be allowed. Any remedies for wrongful decisions
should be limited to the award of compensation for the damages suffered by
the affected person.8
Eligible liabilities and the required minimum
The Directive explains that in order to achieve its objectives the bail-in tool
should be applied as widely as possible to a range of unsecured liabilities of
failing institutions. Liabilities that are secured, collateralised or otherwise guaranteed should be excluded from bail in. The original Commission’s proposal
excludes ex-ante from bail in the following liabilities: secured liabilities, covered
deposits, liabilities with residual maturities less than 1 month, exceptionally
some liabilities to physical persons or legal entities when there is a necessity
to ensure the critical operations of the institution or financial stability9. The
subsequent debate on the Directive modified some of the original exclusions
and added new ones. The Council’s general approach agreement of June 26/27
accepts that the following types of liabilities should be permanently excluded
from bail-in: covered deposits, secured liabilities including covered bonds,
liabilities to employees of failing institutions (for example fixed salary and
pension benefits), commercial claims relating to goods and services critical for
the daily functioning of the institution, liabilities arising from a participation
in payment systems which have a remaining maturity of less than seven days,
inter-bank liabilities with an original maturity of less than seven days10.
8 Idem, p. 27
9 See European Commission, Proposal for a Directive of the European Parliament and of the Council
establishing a framework for the recovery and resolution of credit institutions and investment firms and
amending Council Directives 77/91/EEC and 82/891/EC, Directives 2001/24/EC, 2002/47/EC, 2004/25/
EC, 2005/56/EC, 2007/36/EC and 2011/35/EC and Regulation (EU) No 1093/2010,6.6.2012, Brussels,
Article 37
10 See COUNCIL OF THE EUROPEAN UNION, Council agrees position on bank resolution, Brussels, 27
June 2013 11228/13 PRESSE 270
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During the debate many Member States insisted on having certain degree
of flexibility to exclude liabilities from bail in in addition to the ex-ante exclusions. The negotiations on flexibility resulted in a compromise that national
Resolution Authorities would have the power to exclude, or partially exclude,
liabilities on a discretionary basis for the following reasons11:
zz if they cannot be bailed in within a reasonable time,
zz to ensure continuity of critical functions,
zz to avoid contagion,
zz to avoid value destruction that would raise losses borne by other
creditors.
Discretionary exclusions would increase the amount of unabsorbed losses
and the Resolution Authority would have to make up for them by passing them
on to other creditors. This should be possible only as long as no creditor is worse
off than under normal insolvency proceedings. If the losses cannot be passed
on to other creditors, the Resolution Fund may make a contribution to the institution under resolution, subject to certain conditions. Such a flexibility would
be possible only if losses totaling not less than 8% of total liabilities including
own funds have already been bailed in and the contribution of the Resolution
Fund would be limited to 5% of the institution’s total liabilities including own
funds. In extraordinary circumstances of discretionary exclusions when the
5-percent limit has been reached the Resolution Authority may seek funding
from alternative financing arrangements.12
The bail-in tool can be applied successfully only if credit institutions have in
their balance sheets a sufficient amount of liabilities subject to bail in. Banks
may deliberately structure their liabilities in a way that may impede the effective
application of the bail-in tool. To avoid similar developments the Commission
introduces a requirement for a minimum amount of eligible liabilities subject to bail in, which institutions will have to meet at all times. The minimum
amount of eligible liabilities should be calculated as an aggregate amount of
own funds and subordinated and senior liabilities subject to the bail-in tool
expressed as a percentage of the institution’s total liabilities that do not qualify
as own funds for the purpose of Directive 2006/48/EC and Directive 2006/49/
EC13. The Resolution Authorities should be able to require on a case-by-case
basis that this percentage is totally or partially composed of own funds or of a
specific type of liabilities. The Council’s general approach agreement specifies

The resolution framework establishes a detailed hierarchy of claims, which
supersedes and/or complements the hierarchy of claims established by the
normal insolvency regimes. Losses should be absorbed at first by regulatory
capital instruments and should be allocated to shareholders either through the
cancellation of shares or through dilution. Where those instruments are not
sufficient the Resolution Authorities can convert or write down subordinated
debt, followed by senior liabilities if the subordinate classes have been converted
or written down completely15 (Figure 1.).
Covered/guaranteed deposits should not be subject to the bail-in tool and
depositors should continue having access to them. However, the Deposit
Guarantee Scheme should contribute to funding the resolution process by
absorbing losses to the extent of the net losses that it would have had to suffer
after compensating depositors in normal insolvency proceedings. According
to the Commission’s initial proposal the Deposit Guarantee Scheme ranks pari
passu with unsecured non-preferred senior creditors (Figure 1.). The debate on
the Directive at the EU institutions as well as the experience with the resolution
of banks in Cyprus resulted in the Council’s decision that the Deposit Guarantee
Scheme would always step in for covered deposits and would have a higher
ranking than initially proposed.

11 Ibidem
12 Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL establishing a
framework for the recovery and resolution of credit institutions and investment firms and amending
Council Directives 77/91/EEC and 82/891/EC, Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/
EC, 2007/36/EC and 2011/35/EC and Regulation (EU) No 1093/2010- General approach, 28 June, 2013,
Brussels, p. 23
13 Idem, p.24

14
See COUNCIL OF THE EUROPEAN UNION, Council agrees position on bank resolution, Brussels,
27 June 2013 11228/13 PRESSE 270
15
Council of the European Union, Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT
AND OF THE COUNCIL establishing a framework for the recovery and resolution of credit institutions and
investment firms and amending Council Directives 77/91/EEC and 82/891/EC, Directives 2001/24/EC,
2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC and 2011/35/EC and Regulation (EU) No 1093/2010General approach, 28 June, 2013, Brussels, p.24
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that each national Resolution Authority should set minimum requirements for
own funds and eligible liabilities for each institution, based on its size, risk and
business model. In 2016 the Commission is expected to introduce a harmonised minimum requirement for own funds and eligible liabilities applicable
to all banks.14
Hierarchy of claims
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Figure 1. Hierarchy of Claims under the Original Resolution Proposal of the Commission
Secured creditors
Preferred creditors
(excluding: tax, employees)
Non secured non preferred senior
creditors

Including depositors, i.e.
Deposit Guarantee Scheme
for covered depositors
Subordinated (junior) creditors
Additional Tier 2
Tier 1 capital

Absorb losses first

Source: European Commission

Resolution financing arrangements
The internal loss-absorbing capacity of an institution is equal to its own
funds + eligible liabilities subject to bail in. If it turns out to be insufficient, a
resolution financing arrangement/Resolution Fund could provide additional
funding. The Bank recovery and resolution directive requires Member States
to set up ex-ante resolution financing arrangements/Resolution Funds, which
within the course of 10 years will have to reach a certain target level, calculated as a percentage of covered deposits of all credit institutions licensed in
a Member State. The Resolution Funds will be able to contribute to resolution
via loans, guarantees, asset purchases, or capital for bridge banks. Member
States will be free to choose whether to keep separate their Resolution Funds
and Deposit Guarantee Schemes or merge them into one fund. In both cases,
the combined target level should be the same. To reach the target level for
Resolution Funds, each credit institution should make annually ex-ante
risk-adjusted contributions based on its liabilities, excluding own funds and
covered deposits. When the funding from ex-ante contributions is insufficient
to cover the losses, additional ex-post contributions could also be collected.
In its original proposal the Commission introduced a rule according to which
national financing arrangements should be allowed to borrow from each
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other. However, this provision is hardly applicable in an environment of serious differences among the national financing arrangements of Member States.
The follow-up debate on the Directive resulted in an agreement that lending
between national Resolution Funds would not be obligatory but should take
place only on a voluntary basis.
The Deposit Guarantee Scheme should contribute to resolution for an
amount equivalent to the losses that it would have to bear in normal insolvency
proceedings. Initially the Commission proposed the ‘no-depositor-preference’ approach, according to which, in order to provide sufficient funding in resolution,
the Deposit Guarantee Scheme should rank pari passu with senior unsecured
non-preferred creditors (Figure 1.). However, if after resolution the institution fails at a later stage and the Deposit Guarantee Scheme does not have
sufficient funds to repay covered depositors, the Deposit Guarantee Scheme
should have arrangements to raise the necessary funds immediately from its
member-banks.
The follow-up debate on the Directive focused on the choice between the
‘no-depositor- preference’ approach vs. ‘depositor-preference’ approach. The ‘depositor preference’ approach implies that the covered depositors and Deposit
Guarantee Schemes rank after senior unsecured non-preferred creditors. This
approach would diminish the disbursements made by the Deposit Guarantee
Scheme and therefore would diminish the risk of its depletion as the burden
would be shifted to other creditors. Taking into consideration the fact that in
many Member States the Deposit Guarantee Schemes are still underfunded
and/or ex-post funded, the debate resulted in the following decisions:
covered depositors and Deposit Guarantee Scheme should have preference
(i.e. the last category of assets to be bailed in)
deposits over Euro 100 000 should also benefit from deposit preference (with
some reservations towards large corporate deposits)
The Council’s general approach agreement16 accepted that under the national insolvency law eligible deposits above the level of covered deposits
from natural persons and micro, small and medium-sized enterprises, as well
as liabilities to the European Investment Bank, should have preference over the
claims of ordinary unsecured, non-preferred creditors and depositors from
large corporations. The Deposit Guarantee Scheme should always step in for
covered deposits (i.e. deposits below €100,000) and should have an even higher
ranking than the aforementioned categories of eligible deposits.

16

Idem, p.34

157

Towards a Single Resolution Mechanism
In July 2013 the European Commission proposed a Regulation establishing a
Single Resolution Mechanism for the Banking Union and rejected the two-step
approach suggested earlier by Germany. The mechanism will complement the
Single Supervisory Mechanism and will be the next step in the construction of
the Banking Union. According to Commission President José Manuel Barroso
“with this proposal, all the elements are on the table for a banking union to put
the sector on a sounder footing, restore confidence and overcome fragmentation
in financial markets.”17 Earlier in in “A Blueprint for a Deep and Genuine EMU”
the Commission explains that the Single Resolution Mechanism “will be more
efficient than a network of national resolution authorities, in particular as regards
cross-border banking groups for which, in times of crisis, speed and coordination
are crucial to minimise costs and restore confidence.”18
The Bank recovery and resolution directive is expected to establish a harmonised network of national Resolution Authorities and financing arrangements
in order to protect the integrity of the Single Market and minimise the differences in the national approaches to resolution. However, a network of national
Resolution Authorities and Resolution Funds for banks, which are subject to
the Single Supervisory Mechanism within a common currency area, would be
insufficient. The Commission is convinced that the European supervision and
resolution should be at the same level. The combination of European supervision of banks with national resolution would hardly be stable and effective in
situations when the new Single Supervisory Mechanism would propose to put
a bank under resolution while the national Resolution Authority might refuse
to act accordingly. To avoid tensions in the Banking Union between the Single
Supervisor (ECB) and national Resolution Authorities when dealing with failing
banks, the Commission believes that bank supervision and resolution should
be “exercised by the same level of authority”. This understanding implies that
the scope of the Single Resolution Mechanism should be compatible with the
scope of the Single Supervisory Mechanism and that the Single Resolution
Mechanism should be in charge of resolution of failing banks, which participate
in the Single Supervisory Mechanism and the Banking Union19.
17 See Commission proposes Single Resolution Mechanism for the Banking Union, European
Commission Press release, Brussels, 10 July 2013
18 European Commission, A BLUEPRINT FOR A DEEP AND GENUINE EMU, Communication from the
Commission, 28.11.2012, Brussels, p. 18
19 See European Commission, Proposal for a REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL establishing uniform rules and a uniform procedure for the resolution of credit institutions
and certain investment firms in the framework of a Single Resolution Mechanism and a Single Bank
Resolution Fund and amending Regulation (EU) No 1093/2010 of the European Parliament and of the
Council, 10.07.2013, Brussels
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In line with the Bank recovery and resolution directive, any intervention
by the Single Resolution Mechanism will have to be based on the following
principles:
The need for resolution should be reduced to the minimum, thanks to strict
common prudential rules, and improved coordination of supervision within
the Single Supervisory Mechanism;
Where intervention by the Single Resolution Mechanism is necessary,
shareholders and creditors should bear the costs of resolution before any
external funding is granted, in accordance with the Bank recovery and resolution directive;
Any additional resources needed to finance bank restructuring should be
provided by mechanisms funded by the banking sector, instead of using taxpayers’ money.
The legal basis for the establishment of the proposed Single Resolution
Mechanism is Article 114 of the Treaty on Functioning of the EU, which represents the basis for the Single Market legislation. However, some countries,
Germany among them, challenge this understanding and insist that changes
to the European Treaties should be introduced on the way towards a sound
and genuine Banking Union.
The Single Resolution Board
The Commission proposes that the Single Resolution Mechanism will consist
of a Single Resolution Board and a Single Resolution Fund. Before the publication of the Commission’s Regulation on the Single Resolution Mechanism there
was a proposal to establish an independent Single Resolution Authority at the
core of the Single Resolution Mechanism, which would have all the powers afforded to the national Resolution Authorities. The preliminary debate focused
on whether the Single Resolution Authority should be a new institution or
should be hosted by an existing one. One option was to have the European
Central Bank (ECB) host the Single Resolution Authority. However the ECB’s
mandate defined in the Treaties does not include resolution, which makes it
inappropriate unless Treaty amendments are introduced. Another option was
to empower the European Stability Mechanism to host the Single Resolution
Authority but it was also rejected due to a possible conflict of interest. Granting
the Stability Mechanism direct resolution powers would imply conflicting
incentives to use public money in banking crisis and would most probably
require a change in its Treaty.
Given the time constraints, the European Council recommended to establish
the Single Resolution Authority through secondary legislation. Taking into
159

account this recommendation and the legal considerations the Commission
proposes that it should act within the Single Resolution Board and should
have the final say whether and when to place a bank into resolution. The Single
Supervisor (ECB) will have to signal when a bank in the euro area or in a Member
State participating in the Banking Union is failing and needs to be resolved.
The Commission’s role will be limited to making the final decision on triggering
resolution and setting a resolution framework consistent with the Single Market
and EU rules on state aid. Within the framework established by the Commission,
the Board will make decisions on the application of the resolution tools and
the possible allocation of funds from the Single Resolution Fund. This approach
will allow the selection and application of the resolution tools and procedures
in a uniform manner. The National Resolution Authorities will be in charge of
the execution of the resolution plan while the Single Resolution Board will
supervise the process. If a national Resolution Authority fails to implement a
resolution decision according to the agreed resolution framework, the Board
will be empowered to intervene directly and to require the implementation
of the resolution decision.
The Single Bank Resolution Fund
The Commission proposes the setting up of a Single Resolution Fund, which
will operate under the control of the Single Resolution Board. It will replace
the national Resolution Funds of Member States participating in the Banking
Union. The Commission considers the establishment of a Single Resolution Fund
a better solution than a framework of national Resolution Funds because it will
pool funds from banks from all participating Member States and will thus rely
on a larger contribution base. This would provide a stronger reputational base
that would allow the Board, if needed, to borrow more and at lower costs on
the market. In extreme resolution cases an opportunity like this would reduce
the need to rely on public resources and would further contribute to breaking
the vicious link between sovereigns and banks.
The primary objective of the Single Resolution Fund will be to ensure financial stability, rather than to cover losses, which are to be absorbed mainly by
applying the bail-in tool. Only in exceptional circumstances the Fund could act
as a backstop to the private resources and would be allowed to absorb losses
after at least up to 8% of the liabilities and own funds of the institution have
been exhausted.
The Fund will be ex-ante funded by risk-adjusted contributions from the
banks. The target size of the Fund should be about 1% of covered deposits
of the banking system of the participating Member States or about Euro 55
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billion estimated on the basis of the 2011 data for banks and covered deposits
in the euro-area. A transitional period of 10 years is foreseen before the Fund
reaches its full target size. The risk-adjusted contributions will be calculated
on the basis of bank’s liabilities excluding own funds and covered deposits, in
line with the requirements of the Bank recovery and resolution directive. This
implies that banks financed exclusively by deposits, will make lower contributions to the Single Resolution Fund but will pay higher contributions to their
national Deposit Guarantee Schemes. In line with the Directive when a bank is
placed into resolution, the corresponding national Deposit Guarantee Scheme
will contribute for the amount of losses that it would have had to bear (up to
the amount of covered deposits) if the bank had been wound up under normal
insolvency proceedings.
If the ex-ante contributions are insufficient and the ex-post contributions not
immediately accessible, especially in the transitional phase, additional backup
funding might be needed to ensure the continuity of the restructuring process.
In such circumstances the Fund would be allowed to contract borrowings or
other forms of support from financial institutions, markets or even from public
sources20. The proposed Regulation allows the Fund to borrow from or lend to
other resolution financing arrangements, on a voluntary basis. Thus the Fund
will be able to support also the resolution financing arrangements in Member
States outside the Single Resolution Mechanism.
The Single Resolution Mechanism is expected to enter into force from
January 2015 together with the Bank recovery and resolution directive, with
an exception for the bail-in tool, which will apply from 2018. The debate on the
proposed Regulation has just begun and is expected to be heated and intense
in view of the tight schedule proposed by the Commission and the conflicting
views of some members of the Banking Union.
September, 2013
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CHAPTER VII
FEEDBACK FROM THE
INTERACTIVE WORKSHOP
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WORLD CAFÉ:
FUTURE-ORIENTED PUBLIC POLICIES
Moderators:
Desislava Petrova and
Mariana Trifonova,
Economic Policy Institute
The World Café method
is an interactive session,
successfully incorporated
in the Summer Seminar
agenda during the years. It
proved to be very efficient
as it is encouraging creative
thinking, active discussions
and constructive dialogue
among the participating experts. This year’s World Café was dedicated to the
“Future-oriented public policies”. The whole group of young public policy
professionals was divided in five small sub-groups and each of them had to
propose different future-oriented policies in order to manage with the following challenges of the 21st century: demographic changes, shortage of natural
resources, social inequality, human capital development and environmental
challenges. All of the proposed policies had to be future-oriented, innovative
and sustainable and not to burden the next generations. On each of the tables
there was one host appointed from the participants to moderate the discussion
and to involve the participants in active participation. After a round of discussion
the participants moved to another table where they had the chance to take
part in the discussion of another topic and thus trying their best to enter into
the shoes of the others and broaden their personal views. After three rounds
of active discussions and deliberations, the hosts of the tables presented their
conclusions and the results of the debates.
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1ST DISCUSSION TOPIC: DEMOGRAPHIC CHANGES
Host of the group: Naxhi Ismaili (Macedonia)
I. Challenges
1. AGING
2. LOW BIRTH GRADE OF NATALITY
3. EMIGRATION
zz Economic Development
zz Work Place
zz Brain drain
zz Wealth, search for a better life
zz Sufficient pension, third pillar for the pensioners
4. FORCED EMIGRATION
zz Wars
zz Force Majeure
5. INFANT MORTALITY
zz Vaccination
zz Air pollution
zz Chernobyl consequences
zz PAP tests
6. TRADITIONAL WAY OF LIFE
zz No more engagement of parents in a child care
7. AZIL ACCEPTANCE
zz Easy way to emigrate
II. Strategies for future-oriented public policies
1. AGING
zz Health care system improved
zz High social security
zz Work protection
zz Working conditions, pensions to be awarded according working
difficulties: physical or mental engagement at work place
2. LOW BIRTH GRADE OF NATALITY
zz Subvention on a third child
zz Bank credits for a second/third child
zz Polygamy (officialised!)
3. EMIGRATION
zz New work places to be opened
zz Job educations, skill trainings
zz Better motivation for highly educated persons (smart brains)
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zz Entrance in NATO and EU, better security and safety
4. FORCED EMIGRATION
zz Offering better investment climate for the returnees
zz State assistance in repairing destroyed property
5. INFANT MORTALITY
zz Timed vaccination for all kind of diseases and infections
zz Food origin, bio products; green world
zz Strict control to nuclear plants
zz PAP ( early warning tests) subvention paid by the state authorities
6&7. TRADITIONAL WAY OF LIFE and AZIL ACCEPTANCE
zz Elder people to be involved in raising their nephews, child care
zz Foreign politics to be modified and leveled to the need of states
that are having people flooding out!
2ND DISCUSSION TOPIC: SHORTAGE OF NATURAL RESOURCES
Host of the group: Aleksandar Toshev (Macedonia)
CHALLENGES:
1. WATER
Policies:
Global and regional/national:
zz Smart usage of the drinking water. For any other purposes (except drinking) it should be used only technical water. There are some countries
where drinking water is used for all purposes (Macedonia for example).
This should be stopped.
zz Organizing campaigns for raising the awareness of the people for saving
natural (drinking) water.
zz Controlling the process of omission of industrial waste water.
zz Using the rain and snow to make clean drinking water (where is
applicable).
zz Sharing the water recourses (if it’s possible).
2. ENERGY NATURAL RESOURCES (OIL, GAS AND COAL)
Policies:
Global and regional/national:
zz Alternative sources of energy (wind, sun, waste and electricity). This should
be planned as a long-term investment. Some of these alternative sources
may be expensive for individual households. But in general they will be a
good substitute for the limited natural resources.
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zz Establishing laws and regulations for proscribing the opportunity
companies from the automobile industry to have shares (control) in oil
companies.
zz Stop to the production of automobile tires from oil.
3. FLORA AND FAUNA
Policies:
Global and regional/national - set of regulations for:
zz Establishing protected National parks (this may be expensive but it is effective in protection of the flora and fauna on the earth).
zz Controlled cutting of the woods and new planting. It should be planned
organizing actions for planting at least two times yearly.
zz Forbidding hunting of the some rear animals and fishes and prevention
of danger diseases.
All policies should be innovatively, sustainable and to not burden next
generations.
3RD DISCUSSION TOPIC: SOCIAL INEQUALITY
Host of the group: Georgi Michev (Bulgaria)
Our topic was social inequality. We chose the broader aspect of the future
oriented policies- the European perspective instead the Regional. All the talks
were related to innovative and sustainable policies, and such that should not
burden the next generations.
INNOVATIVE:
zz We are a thinking to establish a new methodology and new concepts for
the integration of the roma minorities across Europe;
zz To subsidise the families who are in danger;
zz To prepare and implement trainings and to open centers for education
for finding jobs;
zz To create innovative policies for decreasing the social inequality level;
zz To improve the existing shelters for the homeless people;
zz To implement reforms in the education system;
zz To create better conditions for finding a suitable and well paid job.
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SUSTAINABLE:
zz Finding funding from EU programs;
zz Using best practices;
zz Establishment of the EU lottery. Some percentage of the jackpot will
be used for the creation of a fund who will tackle the problem with the
social inequality. The fund will be controlled by the independent body
by NGOs and GOs;
zz Or a certain percentage of the taxies from the existing national lotteries
to be used for the creation of the fund;
zz Tangible results - openings of 5 schools with free of charge trainings for
unemployed people and building of 3 apartment buildings for unemployed people.
All the above mentioned points are not burdening the next generations.
4th DISCUSSION TOPIC: HUMAN CAPITAL DEVELOPMENT
Host of the group: Viorica Duca (Moldova)
a) Assessment of younger generation needs related to education;
b) dentification of the main goals to be achieved in the framework of the
modern education;
c) Identification of the available resources (financial, IT, human resources)
directed to increase the professional skills of the future generations;
d) Establishment of the national strategy on human capital development
and a provisional Action Plan. And here are some of the main tasks:
- Establishment of an adequate educational system;
- Providing benefits to vulnerable groups of children/teenagers;
- Raising awareness for no discrimination in education;
- Providing internships/trainings closer to the internal/external market
needs;
- Implementation of the best European practices related to teaching in
primary, high schools and universities which means harmonization of the
internal regulations of application of the learning/teaching system;
- Practicing of the promotional activities aimed to attract and convince
the young generation that local educational system deserves to be
acquired;
e Analyzing the availability of internal markets to face the employment flow
of young specialists;
f ) Establishment of governmental Action Plan/Program providing a guaranteed contractual employment;
g) Adjustment of the educational curricula to practical aspects of modern
life according to the market’s needs;
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5th DISCUSSION TOPIC: ENVIRONMENTAL CHALLENGES
Host of the group: Rumiana Kraineva (Bulgaria)
We decided to address the following environmental challenge: Reducing
greenhouse gas emissions.
During the discussion we used cross-policy approach enabling each participant to give proposals how his/her policy area could contribute to achieving
the above mentioned goal.
The selected proposals needed to respect the following criteria:
- to be innovative;
- to be sustainable;
- to have positive effect on next generations.
The selected policy priorities were:
1. Reducing the use of private cars and increasing the use of public transportation in big cities;
2. Higher price of parking tickets;
3. Introducing tax exemption for people using electrical cars;
4. Allowing private users to produce the electricity they need from
Renewable Energy Sources (RES) and freely sell the surplus electricity on
the energy market. This measure was proposed as a response to the fact
that the energy sector in almost every country is monopolized or highly
regulated by the government. The measure was proposed by a Serbian
expert.
5. Producing energy from organic disposals – all the technologies in this
field are experimental, highly innovative and sustainable. So far, they are
mainly developed in the Scandinavian countries.
6. Involving international organizations in the policy-making process related
to Reducing greenhouse gas emissions. This is a strategic way to weaken
the influence/the power of oil companies.
7. Promoting sport activities such as cycling, mountaineering, etc.;
8. Education focused on clean environment;
9. Developing programmes for involving the society in the process of reducing greenhouse gas emissions. This measure stresses on the role of
the different media. An example was given with the BTV campaign “Let's
clean Bulgaria for one day”.
Measures 6,7,8 and 9 are aimed at causing behavioral change, which is recognized as very important for achieving sustainability of the environmental
policies.
10.Cleaning rivers and searching for innovative technologies for recycling
the collected disposal;
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11.It’s a little known fact that the cows produce 4% of the greenhouse gas
emissions. It turns out that beef is not ECO, so we decided to cut the
stimulus for cow farms.

171

172

