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Dear colleagues, partners and friends,
It is our pleasure to bring to your attention the current publication consisting of
the written and revised versions of the presentations and speeches delivered during
the 2014 Summer Seminar for Young Public Policy Professionals from South Eastern
Europe and the Black Sea region. The traditional five-day-long international forum
was organized for a fifteen consecutive year by the Economic Policy Institute, Sofia
(EPI). This anniversary edition was held between June 1 - 5, 2014 in Albena resort
at the Bulgarian Black Sea coast and was made possible thanks to the kind financial support of the Hanns Seidel Foundation, the Representation of the European
Commission in Bulgaria and the Austrian Embassy in Sofia.
The long-term regional project was launched in 2000 by the late Dr. Ivanka
Petkova, Founder and First Chairperson of EPI (1947 - 2011), with the joint project
support of the Bertelsmann Foundation and the World Bank, seeking to meet the
most visible and pressing challenges for South-Eastern Europe (SEE) at that time
– building administrative capacity for facing EU requirements as well as for preparing for EU negotiations and fostering regional cooperation. Initially, the Summer
Seminar targeted young officials from public institutions only from Bulgaria and
Romania while nowadays it is open for a wider range of young experts 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 15th Summer Seminar edition entitled "Public Policy Challenges – European
and Regional Dimensions" brought together a diverse group of more than 30 promising young public policy professionals from state institutions and policy-oriented
research centers from ten of the targeted SEE and Black Sea countries. Traditionally,
the international forum 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.
The 2014 Summer Seminar focused on important and up-to-date topics, of importance not only for the EU member states but also for the countries with future
membership perspective as well as for the EU neighbouring countries. The agenda
tackled general issues affecting public policy in all the represented countries and
the contemporary political and economic challenges in front of it. Furthermore,
the forum’s programme elaborated in detail on the mechanisms for international
and regional cooperation in SEE and the Black Sea region and on their efficiency
as well as on the role of Europe on the global scene. Understandably enough,
the latest developments in the Eastern Partnership countries and in Ukraine in
particular attracted a significant attention and were reflected in many of the lectures. Traditionally the floor was given also to the ambassador of the EU country in
12
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Bulgaria that holds the Presidency of the Council of the European Union during the
forum. Finally, the XV edition of the Summer Seminar concluded with a discussion
among speakers and participants on their visions for the future of Europe.
Thus, following its well-established framework providing a platform for training,
exchange of knowledge, ideas and experience, the EPI regional initiative and its
follow-up activities including this publication of the seminar proceedings proved
to be mutually beneficial for promising young experts and renowned panellists,
but also for a variety of stakeholders in the targeted regions. What is more, the
Summer Seminar justified its high recognition in South Eastern Europe, the Black
Sea region and beyond as an appropriate format for fostering cooperation on the
basis of personal contacts between professionals from neighbouring countries.
Last but not least, these project efforts seek also to bridge the gap between readyto-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.
By publishing this issue on a hard copy 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’
circle but also to contribute to improving the perceptions and the image of South
Eastern Europe and the Black Sea region as a whole.
Yasen Georgiev
Executive Director
Economic Policy Institute
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WELCOMING ADDRESSES

Desislava Petrova
Director “European Programmes
and Projects”
Economic Policy Institute
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Prof. Dr. András Inotai
Honorary President of the Economic Policy Institute
First of all, I would like to congratulate the Economic
Policy Institute, Sofia, for organizing this high-level interntional expert meeting with a tradition of 15 years. This
important anniversary for EPI coincides with several other
relevant events of European history. 10 years ago, the
so-called Eastern enlargement led to the unprecedented
and successful widening of the European integration.
This process that three years later included Bulgaria and
Romania, and just one year ago Croatia, is continuing
as evidenced by the ongoing negotiations with Turkey,
Montenegro and Serbia and the preparation for the
next steps of the accession procedure with other Western Balkan countries.
In addition, in 2014 we commemorate the 25th anniversary of the so-called
systemic transformation in Central, Eastern and Southeastern Europe that put
an end to the ideological-military-political-economic division of Europe just at
the moment when economic globalization started in the late 1970ies and the
deepening of the European integration (single market and first steps of creating
a common currency) have reached a qualitative threshold. Unfortunately, this
development, particularly the fall of the Berlin Wall, proved to be the end of
the decades-long special status of the former Federation of Yugoslavia, since
its special status as a non-aligned country, with excellent relations to Brussels
(diplomatic recognition from the mid-seventies and trade and cooperation
agreement), to the United States and to the "socialist integration" (associated
member) had been finished practically overnight. Finally, we commemorate
the one-century anniversary of the outbreak of the First World War the consequences of which could not be fully recovered both by the continent in general
and by several member countries of Europe, in particular.
With this historical background and addressing new challenges to Europe
and the European integration, I very much welcome the specific topics of
the Summer Seminar that address selected issues of the "European answer"
to domestic problems, regional developments and global challenges. First,
the global role of the (enlarging) European Union has to be discussed, which
includes the critical evaluation of crisis management, the role of the Euro and
EU's potential role in non-economic areas, such as security or environmental
policies. Second, a decade of enlargement provides a unique opportunity
to take stock of the positive and negative experiences, not only for the new
member countries but also to formulate some recommendations for the future
members. Third, regional cooperation both within the geographically, politi16
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cally and economically enlarged EU and between the EU and its neighbours
requires special attention.
Ten years ago, new member countries have clearly formulated their expectations towards full-fledged membership: free circulation of goods and services,
free flow of labour after a transitional period, full-fledged participation in the
financial transfers and, similarly, full-fledged membership in all decision-making
institutions of the European integration. Interestingly, the question of what
kind of integration the new member countries wanted to join remained outside any serious discussion. Most likely, because these expectations seemed
to be self-evident: an EU as a successful global political and economic player, a
competitive Europe, a Europe focusing on future opportunities and challenges
instead of being submerged in "past practice", and, not least, solidarity and social cohesion. I am sure that also these issues can be discussed in the Summer
Seminar, since they are cornerstones of the future of the EU in general, and its
enlargement capacity, in particular.
I very much regret not being able to attend the Seminar this year. I would like
to assure you of my best professional and personal experience with and unique
memories related to the 15-year history of the Summer Seminars initiated by
Prof. Ivanka Petkova and continued by her highly committed staff.
I wish all of you challenging discussions and a successful conference at a
crucial stage of the European integration.
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PRIORITIES OF HANNS SEIDEL FOUNDATION IN
SOUTHEASTERN EUROPE IN THE CONTEXT OF THE 20TH
ANNIVERSARY OF ITS BULGARIAN REPRESENTATION
Dr. Klaus Fiesinger
Head of Department of Central, Eastern and Southeastern
Europe, Hanns Seidel Foundation, Munich
European integration is a common act of legislative,
executive and judicative power of the EU applicant and
new member countries. Within this integration and unification processes the Public Service as an exponent of
the executive power plays a prominent, significant and
decisive role by accomplishing, conducting, consolidating and preserving the political guidelines and technical
instructions of the Aquis Communautaire.
Having in mind this fact I would like to welcome all participants of the Public
Service of the different states of Southeastern Europe and the Black Sea Region
on behalf of the Hanns Seidel Foundation to the XV edition of the Summer
Seminar with the topic „Public Policy Challenges – European and Regional
Dimensions“.
Let me express on this occasion my congratulations to our long-lasting relient
cooperation partner - the Economic Policy Institute (EPI) on the XV anniversary
event of an effective, efficient seminar cycle which was supported by Hanns
Seidel Foundation (HSF) since 2008.
Let me also mention on this occasion the 20th anniversary of Hanns Seidel
Foundation representation office in Sofia with its widespread developmentsupport-activites. In october 1993 HSF-branch office in Sofia was opened and
in spring 1994 our multi-sectoral project work on inner-state and on regional
level was officially introduced and could start in full extent.
With the accession rounds 2004 („big bang“), 2007 (Bulgaria/Romania) and
2013 (Croatia) the institutional transformation of the new EU member states of
the „Eastern Enlargement“ was successfully realized. However, the acceptance
of democratic values, the consolidation of legislative norms and the concrete
implementation of administrative regulations were not yet achieved. And this
is some evident fact, which refers especially to the sector of „justice and home
affairs“. As it is generally known, this sector is still monitored by the European
Commission for Bulgaria and Rumania within the so called „control and verification mechanism“.
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Democracy, rule of law, economic development and „Internal Security“ are
mutually dependent and combined and need a comprehensive strategic approach. Hanns Seidel Foundation tries to find and to realize this approach in its
international project work, which has been financed until now by public means
of the German Federal Ministry of Economic Development and Cooperation
and will be financed from the beginning of 2015 via budget of the German
Federal Ministry of Foreign Affairs.
As an independent German political institution, guided by the principle „of
democracy, peace and development“, Hanns Seidel Foundation aims at creating
a scientific and practical platform for experts, multipliers and decision-making
stakeholders of the governmental and non-governmental sphere in the respective countries of Central, Eastern and Southeastern Europe.
The consolidation of normative standards, founded on rule of law and civil
society structures, requires a continued, reliable cooperation of Hanns Seidel
Foundation with its local project partners as for instance here in Bulgaria with
the Bulgarian NGO „Economic Policy Institute“, with the Diplomatic Institute of
the Bulgarian Foreign Ministry, with the Bulgarian Ministry of Interior and its
subordinated Police Colleges, Police Forces and Border Police Units according
to the network of PA 11 of EUSDR and with several other local, regional, central
state institutions and NGOs.
Project-work of Hanns Seidel Foundation is primarily focused on the sectors
of administration, police and judiciary. In particular our efforts are directed to
the reforms of communal admistration as a pillar of democratic reorganisation.
Education and advanced training activities are thus designed to contribute to
a service and citizen-oriented administration. The emphasis hereby is put on
promoting all these sectors to be more efficient and transparent.
All topics like reform of administration, improvement of decentralization
on local government, shaping new reformed police structures and designing
a civil society, which is ready and able to commit political responsibility, are
teached and discussed in seminars, workshops and conferences of inner-state
and international dialogue in cooperation with our local partner institutions.
The young public policy professionals training seminars like this one here in
Albena in the period 1 - 5 June 2014, organized by the Economic Policy Institute
in cooperation with the Hanns Seidel Foundation, are directed on advising
officials of state institutions and experts of policy-oriented research centers
in order to enable these executives to decide and to act more efficiently and
with higher upgraded competence.
Besides this state and society related project approach our activities in
Central, Eastern and Southeastern Europe including the Black Sea Region are
completed by the support of interregional cooperation as some instrument of
20

conflict prevention and furthermore as some instrument of sustainable neighbourhood dialogue, which is precondition for regional peace and stability.
Seminars like this one for young public policy professionals shall contribute
to enforce and enlarge common understanding between the participants,
to prepare them in current information and new ideas and to give them the
possibility to exchange their opinions and experiences in some informal way.
Summing up: These seminars shall comprise and unificate information and
dialogue.
The subsequent engagement and commitment of the public policy professionals, which left our seminars successfully, shall enable these key-stakeholders
in professional shaping the administration of their respecive countries within
European Union or within the processes of EU Accession or EU Neighbourhood
Policy.
In 2003, 11 years ago, the summit in Thessaloniki between EU-members and
Western Balkan states was held. The summit gave the Western Balkan Region
some realistic prospect and option to join the European Union. Meanwhile, in
2014, concrete results of success have been proved. The last year Croatia has got
full-fledged membership as member 28 of the European Union. Negotiations
between EU and Montenegro according to the 35 chapters have been running
since June 2012, negotiations with Serbia have began since 21st of January
2014 in the stadium of the screening process and Albania got its long expected
and desired candidate status: Encouraging signs according to general political
situation but also encouraging signs refering to our special intention and purpose of project-work: The contribution to the EU integration and cooperation
processes in that region.
In this context there should be emphasized, that during previous years the
Summer Seminars for Young Public Policy Professionals always focused on
these Western Balkan interests.
In 2009, 5 years ago, European Council established according to Belarus,
Ukraine, Moldova, Armenia, Aserbeidjan and Georgia, most of the countries
belonging to the Black Sea Region, the so called „Eastern Partnership“. Specific
expertise and experience in the sector of administration and rule of lawenforcement are meanwhile additionally also being transferred to that part of
the world by HSF project efforts.
With regard to the current processes and challenges in and around Europe
this XV Summer Seminar for Young Public Policy Professionals draws attention
also to the experiences and lessons-learned of the new EU member-countries
in the previous years. Lectures and speeches at this seminar are given by distinguished lecturers, international diplomats and economic experts and I would
like to thank all of them for their participation and commitment.
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The seminar panels are dealing with manyfold aspects of the transformation
and integration processes in Southeastern Europe and in the Black Sea Region
according to regional competitiveness and cooperation. But let us finally not
forget, that the European Union is not only an association of common interests
relating to economy and security issues. European Union is also an association
of common values as democracy, rule of law, subsidiarity and tolerance.
These values are also the fundamental basis of all transformation-aid and
development project work of the Hanns Seidel Foundation within its main
function of education and mediation.

Ognian Zlatev
Head of the European Commission Representation in Bulgaria
Dear colleagues,
Dear guests,
On behalf of the European Commission, it is an honour
and a pleasure for me to address you all at this important
forum. I would like to thank the Economic Policy Institute
for organising this seminar for 15th consecutive year and
for inviting us to contribute again.
Nearly a year after Croatia joined the European Union,
the Western Balkans have marked another important step
towards European integration. In January, Serbia began
formal accession negotiations with the EU. This is a historic
act, which is beneficial for Serbia, the region and Europe as
a whole, as it expands the democratic order and values of the EU and promotes
stability in the whole Balkan region. It is also a key element in the country's
transformation after nearly two decades of conflict, international embargo
and economic problems. Serbia has now put much more emphasis on regional
cooperation and, in particular, on improving relations with Kosovo.
Only several days ago Albania also received the EU candidate status. This is
an important page in the Albanian history and it will surely bring the country
to a new phase. We expect that this decision will give additional impetus to
push for necessary reforms in Albania and lead to progress in the country's
process of EU integration.
These recent developments show that the European perspective for the
countries from Southeast Europe is not just an abstract and theoretical concept,
but a very real and tangible goal. The EU's commitment to this perspective is
adamant and EU enlargement remains a priority on the agenda. As President
Barroso said, "from Tirana to Podgorica, from Sarajevo to Skopje, from Belgrade
to Pristina, people see the EU as a beacon of hope and better policies at home".
The EU membership perspective has always been a key engine for reforms in
any aspiring state, but no one should accept the status of candidate for membership as a trophy or as unilateral achievement - rather as an assessment of
what these countries have done and what they must do.
Dear friends,
This year Bulgaria celebrated seven years since it became a member of the
European Union. Seven years later, the debate here of the essence and meaning of Europe in the context of a severe economic crisis, strong populist ideas,
and high levels of youth unemployment has again become relevant. I have
often been asked what the EU is and what it is doing for the European citizen.
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Let me give you the same answer as I would give to anyone who asks me that
question.
Europe is a state of mind formed and fostered by its spiritual, philosophical,
artistic and scientific inheritance, and driven by the lessons of history. It goes
beyond a grouping of Nation States, an internal market and the geographical
contours of a continent. Europe is a moral and political responsibility, which
must be carried out, not only by institutions and politicians, but by each and
every European.
In that sense I can only encourage the Economic Policy Institute to continue
its efforts to bring together future leaders from South-Eastern Europe and the
Black Sea region, to provide them with a forum for exchanging ideas, and to
give them the opportunity to build lasting ties that could shape the political
future of our continent.
Such efforts are crucial in order to promote European values and to ensure
the increasingly closer cooperation and integration of our neighbouring regions, as well as to make our continent stronger – economically, socially, and
politically.
Thank you for your attention!
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Tanya Mihaylova
Director of the Diplomatic Institute, Ministry of Foreign Affairs of Bulgaria
Dear Mr. Georgiev, Executive Director of the Economic
Policy Institute,
Dear Mr. Mirchev, representative of the Hanns Seidel
Foundation for Bulgaria,
Dear colleagues and participants in the 15th edition of
the Summer Seminar for Young Public Policy Professionals
from Southeastern Europe and the Black Sea region,
It gives me great pleasure as the director of the
Bulgarian Diplomatic Institute to participate in the
seminar and to be among all of you today. It comes as no
surprise to me that I feel quite comfortable in this environment, surrounded by
young professionals from the region. This is because our Institute, in much of its
projects and policies, is working and communicating with such an audience.
Our country is now in the 8th year of a full-fledged membership in the EU.
We, the Bulgarian citizens, know how much that fact has changed the lives
of each and everyone of us, and how Bulgaria’s European integration has
completed the return to the European civilization. From my professional and
personal experience – I have passed successively through the administrations
of the Council of Ministers, the Bulgarian Parliament, the Ministry of Foreign
Affairs and the Diplomatic Institute – I know how much effort was put in the
integration process, and how real was the satisfaction with the work done
throughout this process.
Bulgaria is a strong supporter of the EU enlargement, because for us peace,
prosperity and the belonging to the Euro-Atlantic values is a choice without
alternative and it is also crucial for the successful development of our societies.
Our neighbours in the Western Balkans are firmly committed in their path to a
EU membership. The Eastern Partnership and the Black Sea region clearly see
in the face of the EU their logical partner.
With the beginning of the new millennium, we, the states and societies of
Southeastern Europe and the Black Sea region, began to know each other better and to think of ourselves as a one region, as a community. In today's even
more global world, the phenomenon of regionalization is actually inconsistent
with the term “globalization”, but it is, at the same time, a natural and logical
process. Every day we realize that our geographic proximity is not the only
thing that connects us. Our common history, and the cultural and emotional
factors that we share, give us a common face and opportunities in today's
25

world. There are many opportunities for cooperation that have not been developed full-scale. And it is exactly up to us, the countries from the region, to
exploit our proximity and to work together for greater connectivity, which will
strengthen our economies, our social and cultural policies. Our emancipation
as a region with its own identity in the world will improve our lives and make
us recognizable to the world. Our consolidation is not going to blur, but rather
strenghten our identity.
Therefore, the role of public policies is very important and the topic of this
year's seminar is very relevant. Because public policies are policies from people
to people. By us for us.
In the course of the seminar, I will have the privilege to speak in my capacity
of Director of a young but very active Bulgarian public institution. I am really
proud of its achievements and the work of our team in creating a new image
of the Bulgarian diplomacy. Public diplomacy and public policies are one of
the driving forces and an indispensible tool in our daily work. They are also my
favorite subject because they are one of the manifestations of the so-called
“soft power” in international relations.
I would like to congratulate the Economic Policy Institute and the Hanns
Seidel Foundation – our friends and partners, for hosting this year’s edition of
this wonderful seminar with a very relevant topic. And I would like to wish you,
dear participants, a successful and very productive work. And, last but not least,
enjoy the beautiful place where we are, here on the Black Sea shore.
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CHAPTER I
POLITICAL CHALLENGES ON THE EU AGENDA
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CONSEQUENCES OF THE CRIMEAN CRISIS
AND THE EU RESPONSE
Paul Ivan works as a Policy Analyst in the European
Politics and Institutions and the Europe in the World programmes in the independent Brussels’ think tank - European
Policy Centre (EPC).
Before joining the EPC in 2013, Paul was a diplomat
working on the South Caucasus countries in the Romanian
Ministry of Foreign Affairs, a researcher at the Centre for
European Policy Studies (CEPS) in Brussels and a researcher
on EU external relations and security issues at the Romanian
Center for European Policies (CRPE), where he remains an affiliated expert. Working for a time in the European External Action Service (EEAS), he
was involved in EU’s Association Agreement negotiations with the South Caucasus
countries and Moldova.
Paul holds an MSc in International Relations from the London School of
Economics and Political Science (LSE) and Bachelor’s degrees in International relations, European studies and history.
Background
While Russia has opposed NATO expansion throughout the last decades, its
opposition to EU expansion and EU’s Eastern Partnership generally didn’t go
further than a number of taken declarations. This has changed after the May
2012 return to presidency of Vladimir Putin, who has invested more effort into
building a rival Russia-led integration project, the Eurasian Economic Union.
EU’s Eastern Partnership seems to be seen by Moscow through a zero-sum
lens, as opposing the Kremlin’s own ambitions of regional integration. Thus,
in the summer of 2013, Russia forced Armenia to renounce the signing of the
Association Agreement it had negotiated with the EU and, through the use of
political and economic pressure, tried to prevent Ukraine and Moldova from
signing these agreements. The Baltic states, though EU and NATO members,
and one of the main promoters of the Eastern Partnership, were also on the
receiving end of Russia’s displeasure.
The November 2013 Vilnius summit of the Eastern Partnership and the
failure of the Ukrainian president to sign the Association Agreement with the
EU acted as trigger event for the Ukrainian revolution, and the subsequent
Ukrainian crisis.
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Consequences of the annexation of Crimea
By losing Crimea, Ukraine has lost a territory of 27,000 km2, or almost 5%
of its land area, a territory bigger than the areas of Slovenia, Luxembourg and
Malta combined. Ukraine has also lost more than half of its territorial waters
(including the exclusive economic zone). Russia is now controlling a much
larger part of the Black Sea than it used to and also controls both sides of the
Kerch strait, the entry/exit to the Sea of Azov.

Map 2. The exclusive economic zones in the Black Sea, after the annexation of Crimea

Map 1. The exclusive economic zones in the Black Sea, before the annexation of Crimea

Source of maps: Andrei Illarionov, http://aillarionov.livejournal.com/654847.html based on ‘Karte der
ausschließlichen Wirtschaftszonen im Schwarzen Meer’ by Tentotwo

Besides the territory, including the territorial waters, Ukraine has lost important natural resources, including oil reserves estimated by the Russian authorities at 47 million tones and gas reserves estimated to be 165.3 billion cubic
meters1. This doesn’t take into account unexplored offshore fields, which would
make Ukraine’s loss significantly higher. Ukrainian government estimated that
it lost natural resources and related assets (57,800 objects of state property enterprises, ports, tourist infrastructure etc.) worth $10.8 bln.
In military terms, Ukraine has lost more than 80% of its military navy and
many other military assets, with the value of Ukrainian military equipment left
in Crimea being estimated at $1.7 billion2.
Ukraine has also lost the $4 billion-a-year Gas-For-Base Agreement, according to which Russia provided a discount for Ukraine’s imports of Russian gas
as rent for the Sevastopol naval base.
1 ‘Ukraine estimates lost Crimean shale gas resources at $40 billion’, ITAR-TASS, Available at www.
en.itar-tass.com/economy/727438 [01.06.2014]
2 ‘Factbox - Costs and benefits from Russia’s annexation of Crimea’, Reuters, Available at http://
uk.reuters.com/article/2014/04/08/uk-ukraine-crisis-crimea-costs-factbox-idUKBREA370NY20140408
[01.06.2014]
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However, besides making these gains, the annexation has clearly involved
and will involve important costs for Russia. Before its annexation to Russia,
Crimea was receiving subsidies from the government in Kiev of over $250
million per year. Russia will have to cover those costs and Russia has also announced a doubling of the pensions and increase in public sector salaries in
Crimea, which will cost it almost $3 billion per year. In addition, Russia will
incur the cost of maintaining its increased military presence in the peninsula
and new infrastructure costs (e.g. a bridge linking it to Russia and new power
stations). Moreover, Crimea has lost over 70% of its tourism revenue as most
of the tourists used to come from mainland Ukraine.
As a result of the international sanctions imposed on Russia and the continuing instability in Ukraine, Russia has registered by May 2014 capital flights
of over €160bn (ECB) and this trend is likely to continue in the absence of a
solution to the crisis.
In Eastern Ukraine, the rebellion itself has not spread beyond a limited area in
the Donetsk and Luhansk regions as the Russia-backed insurgency did not spread
to other regions. An April 2014 poll of the Kyiv International Institute of Sociology
showed that 79% of the population in the South and East of Ukraine do not support secession from the rest of Ukraine3. Moreover, after an initial weak response,
the Kiev government managed to organize it better and also benefitted from the
support of several of the powerful oligarchs from that part of Ukraine.
The EU response
The Russian annexation of Crimea and its involvement supporting the rebellion in Eastern Ukraine are clearly in breach of the most important international
agreements such as the UN Charter and the 1975 Helsinki Accords4.
As a reaction to Russia’s actions in Ukraine, in March 2014 the EU adopted a
3-stage approach. The first stage consisted in suspending bilateral talks with
Russia on visa matters as well as talks on the New Agreement. Together with
its G8 partners, the EU also suspended Russia’s participation in that forum. The
second stage consists in travel bans and asset freezes of a number of Russian
citizens and the cancellation of the EU-Russia summit.
3 МНЕНИЯ И ВЗГЛЯДЫ ЖИТЕЛЕЙ ЮГО-ВОСТОКА УКРАИНЫ: АПРЕЛЬ 2014, 18 April 2014 http://zn.ua/
UKRAINE/mneniya-i-vzglyady-zhiteley-yugo-vostoka-ukrainy-aprel-2014-143598_.html [26.05.2014]
4 “All Members shall refrain in their international relations from the threat or use of force against the
territorial integrity or political independence of any state, or in any other manner inconsistent with the
Purposes of the United Nations.” UN Charter, Chapter I, Article 2 (5)
”The participating States will respect the territorial integrity of each of the participating States.
Accordingly, they will refrain from any action inconsistent with the purposes and principles of the
Charter of the United Nations against the territorial integrity, political independence or the unity of any
participating State, and in particular from any such action constituting a threat or use of force. ”1975
Helsinki Accords, The Final Act of the Conference on Security and Cooperation in Europe in Helsinki, IV.
Territorial integrity of States.
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The EU leaders announced that they would go to a third stage of sanctions if
Russia will make further steps to destabilize the situation in Ukraine. This third
stage of measures would lead to “severe and far reaching consequences, to
include a broad range of economic areas”. So far the EU has not adopted stagethree sanctions, as a number of member states oppose these measures due to
potential economic costs for their economies.
The impact of economic sanctions could vary considerably, depending on
the measures adopted. Tougher EU economic sanctions would clearly lead to
important costs for the EU, both as a direct and indirect result of sanctions but
also as a result of the countermeasures taken by Russia. These potential costs have
played a deterring role and limited the breadth of the sanctions adopted by the
EU. The United States, much less dependent on trade with Russia, has adopted
a tougher sanctioning regime.
The imposition of economic sanctions would cost both parties but Russia
would have the most to lose. EU’s economy is 6 to 7 times larger than the one
of Russia. Russia is highly dependent on the European market, with 45% of its
exports going to the EU. In 2012, 84% of Russia’s oil exports and nearly 80% of its
natural gas exports went to the EU. Moreover, more than half of Russia’s budget
comes from the sale of gas and oil to the EU and about 75% of FDIs in Russia
comes from the Union. Thus, Moscow cannot afford a cut of this revenue. From
the EU side, trade with Russia represents “only” 9.7% of the Union’s total trade.
Graph1. Share of oil and gas exports in the Russian budget

Source: CEIC Data, http://blog.securities.com/2011/05/russias-oil-and-gas-revenues-federal-budgetdilemma/
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EU response in the energy field
While the share of Russian gas and oil in the total EU imports of gas and oil
(39% of EU’s total imported gas and 33% of total imported oil) is very important,
the imported Russian gas represents less than 6% of the total EU energy mix.
In response to the political crisis in Ukraine and its implications for EU’s energy security, the EU has launched an Energy Security Strategy. On the short
term, the EU wants the member states to launch energy security stress tests to
simulate a disruption in the gas supply, increase gas stocks, develop emergency
infrastructure such as reverse flows, reduce short-term energy demand and
switch to alternative fuels. The strategy also proposes medium to long-term
measures such as increasing energy efficiency, increasing energy production in
the EU and diversifying supplier countries and routes, completing the internal
energy market and building missing infrastructure links, speaking with one
voice in external energy policy and strengthening emergency and solidarity
mechanisms and protecting critical infrastructure.
The diversification of supplier countries and the intention to speak with one
voice is still far from being a reality. A case in point is the development of the
South Stream project. EU member countries remain divided on this issues, with
several of them (Bulgaria, Italy, Hungary, Austria) supporting South Stream,
which aims to bring Russian gas to Europe by by-passing Ukraine.

sure civil society and the media. The crisis is also likely to lead to an increase
in defence budgets in a number of Central-Eastern European countries, while
some other countries (Armenia, some Central Asian states, Belarus etc.) are
likely to further align with Russia.

Longer term implications
The Ukrainian crisis is the most serious crisis in the relations between Russia
and the West since the end of the Cold War, with cooperation on multiple areas
and bilateral programmes being stopped. The annexation of Crime and the
relatively weak response it received weakened the international order. It also has
serious implications for the security architecture in Europe. NATO has already
announced that it will reassess its 1997 deal with Russia in which it committed
to refrain from “additional permanent stationing of substantial combat forces”5
in Central-Eastern European NATO members.
The aggression against Ukraine also has serious implications for the NonProliferation Treaty as the 1994 Budapest Memorandum Ukraine signed with
Britain, the United States and Russia and which guaranteed its sovereignty and
territorial integrity, has not been enforced. This will make countries developing
nuclear programme (such as Iran) more reluctant to agree to give up those
programmes.
The continuing crisis also has negative consequences over the internal political climate in Russia, as the perceived external threat is being used to pres5 “Founding Act on Mutual Relations, Cooperation and Security between NATO and the Russian
Federation”, signed in Paris, France, 27 May 1997
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RETHINKING EUROPEAN SECURITY POLICY
Dr. Arnold H. Kammel is Secretary General of the
Austrian Institute for European and Security Policy (AIES)
since 2007 and before that he was a research fellow in the
institute for three years. Before joining the AIES he was also
a research fellow at the Institute of Austrian, European and
Comparative Public Law and Political Science at the KarlFranzens-University of Graz.
Dr. Kammel studied law and political science at the universities of Graz, Vienna and Alcalá de Henares (Madrid) and
holds a Doctor of Law degree of the University of Graz. He
also obtained a Master of Arts in Business from the University
of Applied Sciences in Eisenstadt.
Introduction - The history and nature of the security and defence policy
of the European Union
There are several dates to be considered related to the birth of what was
called European Security and Defence Policy (ESDP). Some argue that it was
the joint British-French Declaration of Saint-Malo in December 1998, others
regard the European Council of Cologne in June 1999 as the most decisive step.
However, it has to be stated that there was an ESDP birth phase that spans a
one-year period from 1998 to 1999. During the first Austrian EU-Presidency in
1998, the then British Prime Minister, Tony Blair, argued for a stronger security
and defence identity in NATO and for an integration of the Western European
Union (WEU) into the EU. This signaled a remarkable turnaround of the position
of the United Kingdom in the debate about European security and defence.
Shortly afterwards, the Franco-British meeting at Saint-Malo of December 1998
marked another milestone. At this occasion France and the United Kingdom
demanded, in their joint declaration on European Defence, that the EU “must
have the capacity for autonomous action, backed up by credible military
forces, the means to decide to use them and a readiness to do so, in order to
respond to international crises” (Franco-British Summit, 1998). Both countries
made clear that this did not imply a reduced concern for intergovernmental
interest in security, defence, and political cooperation, nor to duplicate the
North Atlantic Alliance (NATO). Saint-Malo was an attempt to bring two different strategic histories and cultures of two major EU actors in security and
defence policy closer together and thus marked a real breakthrough in the
formation of ESDP.
The German-French security and defence council declared in Toulouse in
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May 1999 that the integration of the WEU into the EU was necessary (DeutschFranzösischer Sicherheits- und Verteidigungsrat 1999). As a consequence of the
war in the Balkans and the NATO intervention in Kosovo, the reflections about
how to deal with security and defence policy in Europe were intensified during
the German EU presidency in the first half of 1999. At the Cologne European
Council in June 1999 the member states of the EU agreed to establish the ESDP
(European Council Cologne 1999). Following the events and experiences made
on the Balkans, the United Kingdom and Italy decided on a common proposal
in July 1999 aiming at the improvement of European defence capabilities
(British-Italian Joint Declaration 1999). What had been achieved at the Cologne
European Council was further developed during the subsequent Finnish
presidency especially focusing on developing military capabilities, improving
non-military crisis management and on decision-making on the basis of the
so-called Helsinki Headline Goal (European Council Helsinki 1999).
This one-year period can be seen as the start-up phase of the ESDP. It has to
be put in the context with the changing security situation in Europe in the late
1990s. The break-up of Yugoslavia and the war in Kosovo became a catalyst for
debating security and defence issues within the EU and thus led to a further
strengthening of the CFSP with the help of the ESDP (Report Lalumière 2000).
While the development of the European Defence and Security Policy had
started, this new policy field was also incorporated in the treaty-based legal
frameworks. In the years that followed more and more specific arrangements
about procedures, instruments, but also about ambitions, were developed.
Despite divisions over Iraq, by 2003 ESDP was fully operational and the first
EU missions were launched in FYROM, Bosnia and DR Congo. And finally, the
member states of the EU had to re-consider their national security and political approaches in a European context leading in the end to the agreement on
the Treaty of Lisbon renaming ESDP to Common Security and Defence Policy
(CSDP).
Legal, institutional and procedural aspects
Since its beginnings, CSDP has formed an integral part of the Common
Foreign and Security Policy, the former second pillar of the Maastricht Treaty.
CSDP is to provide “an operational capacity drawing on civilian and military
assets”, which the Union can then use for crisis-management missions – and
“shall include the progressive framing of a common Union defence policy”
(Art. 42 TEU). Thus, CSDP is subordinated to the overall framework of CFSP and
therefore logically remains intergovernmental and leaves autonomy for the
member states in their decision-making. Furthermore Art. 4 of TEU states that
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“national security remains the sole responsibility of each Member State”. More
specifically, the Treaty of Lisbon mandates two concrete legal obligations of
member states, mutual defense (Art. 42.7 TEU) and solidarity (Art. 222 TFEU)
while it also provides more general legal requirements for member states
and institutions of the EU to develop a more coherent and consistent CFSP.
Member states are also responsible for providing the EU with the necessary
capabilities and commit themselves to improve their military capabilities (Art.
42.3 and 4 TEU).
With the Treaty of Lisbon, the institutional setup was restructured inside and
between institutions. The new High Representative of the Union for Foreign
Affairs and Security Policy, Catherine Ashton, is not only part of the intergovernmental sphere of the Council. She is also a vice-president of the Commission
and, as such, the interaction between intergovernmental and communitarized
policy fields will become more relevant. This double-hat shall allow her to
provide for a more coherent EU approach. A further remarkable novelty introduced by the Lisbon Treaty is the EEAS. As a sui generis service separate from
the Commission and the Council Secretariat, bringing together all geographical and thematic desks, the EEAS constitutes an interface between the main
institutional actors of the Union’s foreign policy and a source of strengthened
coherence for EU external relations.
In conclusion, within the first decade of E(C)SDP, the institutional setup had
been extended and more and more actors became involved hindering an effective decision-making. In this setup, the dualism between intergovernmentalism,
on the one hand, and common policies on the other, became clearly reflected.
With the Lisbon Treaty some changes occurred; however, the general pattern
was not changed radically. The decision-making process in the areas of CFSP
and CSDP remains strongly intergovernmental, as unanimity in the Council
and in the European Council remains the general rule (Article 31(1) TEU) and
member states are still the key actors for the future development of CSDP which
in fact is one of the obstacles for a real breakthrough for CSDP.
Strategic ambitions
Already from the creation of CSFP, the definition of European interests as well
as clear political and thus also strategic objectives for CSDP has proved very
difficult. This is very much due to the fact that there is no common agreement
among member states about the finality of European integration in general and
CFSP/CSDP in particular. The question of a European global or grand strategy
was subject of many debates.
Thus, one of the strategic milestones in foreign and security policy was the
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adoption of the European Security Strategy (ESS) in 2003 (European Security
Strategy 2003). However, the transformation of the strategy into concrete operational steps shows that a range of improvements is necessary to overcome
shortcomings.
In order to evaluate the potential of the EU as a shaping power, it seems
necessary to look at the European Security Strategy (ESS) of 2003 and at the
Report on the Implementation of the ESS of 2008. The ability of European
states to agree upon a document like the ESS can be described as a remarkable
breakthrough in European foreign policy coordination. However, it has to be
seen in the context of the failure to solve the problems in the Balkans and as
a consequence of the inner European rift with respect to the post-9/11 developments, such as the Iraqi War. Also the elaboration of the National Security
Strategy 2002 under the Bush Administration functioned as a catalyst. It became
rather obvious that without a clear genuine strategy, it would be impossible to
promote European interests and policies on an international level.
With the ESS EU member states managed for the first and to date last time
to commonly define threats and security political interests. The document is
divided into three chapters: an analysis of the security environment, the definition of strategic objectives for the EU and an assessment of policy implications
for the EU. The ESS identifies five major threats: terrorism, the proliferation of
weapons of mass destruction, regional conflicts, state failure and organized
crime. The ESS emphasizes the need for cooperation: “No single country is able
to tackle today’s complex problems on its own.” (ESS 2003: 2). Looking at a set
of key threats, the ESS is handling them using a comprehensive understanding
of security. Consequently, it is considered as important to apply a set of instruments in order to act and react combining not only civilian but also military
means. High importance is given to a preventive policy, in order to avoid the
escalation of a crisis or conflict: “[...] we should be ready to act before a crisis
occurs. Conflict prevention and threat prevention cannot start too early.” (ESS
2003: 7). Even though a global perspective can be recognized in the ESS, the
geographic priority is pointing to the EU’s neighbourhood. The main task is to
promote a ring of well-governed countries at the EU’s external borders. This ring
shall include the Balkans, the neighbours in the East, the Southern Caucasus
and the Mediterranean. Following its multilateral approach, cooperation with
major powers and international organizations is understood as an essential part
of the European foreign policy. After the transatlantic rift, the ESS highlights
the importance of the US-EU partnership which is characterized as being irreplaceable. Furthermore, the partnership with Russia needs to be reinforced
and strategic partnerships should be established. The ESS underlines the
European potential and calls for a stronger international role: “An active and
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capable European Union would make an impact on a global scale. In doing so,
it would contribute to an effective multilateral system leading to a fairer, safer
and more united world.” (ESS 2003: 14).
Already shortly after the ESS had been published in December 2003, critical
comments mentioned the document was rather descriptive and less strategic.
It remained unclear under which conditions the EU would act when and how.
The Report on the Implementation of the ESS made clear that the ESS of 2003
remained fully relevant as the central strategic document of the EU and that it
would not substitute the ESS nor create an ESS 2.0: “This report does not replace
the ESS, but reinforces it. It gives an opportunity to examine how we have fared
in practice, and what can be done to improve implementation.” (Report on the
Implementation of the ESS 2008: 2). As a consequence the content of the new
paper is in large parts recalling what has been written five years earlier in the
ESS. New challenges are mentioned, enlarging the comprehensive dimension of security. With respect to the capabilities at hands the report argues
in line with the widespread demand for improving them. Multilateralism and
cooperation with other actors is continuously held high. In this context it is
interesting to note, that the United States are regarded as the “key partner” of
the EU. Furthermore it is stated: “the EU and US have been a formidable force
for good in the world“ (Report on the Implementation of the ESS 2008: 11).
However, closer cooperation with regional organisations, such as the African
Union, is envisaged. It is clearly indicated in the Implementation Report that
the EU must be able not to solely act reactive, but also to shape events: “the
world around us is changing fast, with evolving threats and shifting powers.”
(Report on the Implementation of the ESS 2008: 12). The need for a more active
EU thus becomes obvious.
Like already the ESS, the Report on the Implementation of the ESS remains
merely descriptive and vague and clear statements concerning the application of a strategic European foreign policy are again missing. To demand the
development of a European strategic culture is noble, but as long as the member states of the EU cannot find a commonly accepted definition of what this
means, it is of no great value. Even though the ESDP gets greater attention in
the Implementation Report, it is still not clearly expressed under which conditions the EU will use military force. For those, that have expected a qualitative
leap forward, the Implementation Report is a disappointing document. Taking
the 2003 and the 2008 document together, they form a reference framework
expressing political ambitions without binding character for the EU member
states. What is still missing with respect to CFSP and E(C)SDP is a European
grand strategy defining values, interests and concessions which the member
states would be willing to make. This would also require a clear vision which
40

role the EU wants to play on the international scene. Therefore, having the
shortcoming of not being a nation-state, the definition of common European
interests in foreign, security and defence policy is unavoidable.
However, as CFSP and CSDP remain intergovernmental, it is up to the political will and commitment of the EU member states to determine which role
the EU will play on the international scene. The ESS and the Implementation
Report can serve as framework documents for the external action of the EU.
Nevertheless, the term “strategy” is rather misleading as the documents are
consisting of enumerations of possible fields for action. Therefore, a lot remains
to be done with respect to a more strategic CFSP and CSDP. The ESS and the
Implementation Report have to be translated into concrete recommendations
for actions. As it was perfectly described by Biscop: “Documents alone do not
change the world – even though academics might sometimes wish otherwise
– but it is important to provide a narrative to policy-makers and the public
alike, explaining why Europe must be a global power and which objectives it
must achieve”. The choice for “Europe as a project” requires inspiring projects
to pursue.” (Biscop 2009: 37). The development of a genuine EU grand strategy
could be such a project re-energizing the integration process in an important
policy field: the foreign, security and defense policy and would help to better
define the objectives of CSDP in general.
Latest developments: Pooling and Sharing
In times of shrinking defence budgets, new forms of cooperation between
EU member states were discussed. Based on the so-called Ghent Initiative by
Germany and Sweden on intensifying European military cooperation in 2010,
EDA together with its Member States developed the Pooling & Sharing (P&S)
initiative. The concept refers to initiatives and projects to pool and share more
military capabilities among EU Member States. In November 2011 EDA proposed and Defence Ministers adopted an initial list of eleven Pooling & Sharing
priorities. Among these projects are Air-to-Air Refuelling, the Helicopter Training
Programme, maritime surveillance, or the European Satellite Communications
Procurement Cell. But what is behind the concept of Pooling and Sharing?
Referring to Mölling (ibid 2012: 1) sharing means that one or more countries
provide their partners with capability or equipment (such as airlift) or undertake a task for another country. Pooling means that national capabilities are
provided to other countries. A special multinational structure is set up to pool
these contributions and coordinate their deployment. However, in practice
this initative finds itself in the ambivalence between sovereignty on the one
hand and effectiveness on the other. In the words of Seth Jones one can argue
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that nationalism and a desire to protect state sovereignty and autonomy will
prevent EU states from attaining the same degree of military cooperation that
they have achieved in the economic realm (Jones 2007: 219). The crucial difference between the defence cooperation as practised by states so far and the
current trend towards P&S is that the main purpose of the latter is to save money,
although it is obvious that especially in the beginning additional investments
would have to be made. At the same time, states are blocking a higher level
of economic efficiency and military effectiveness by clinging to their desire
to decide unilaterally on the interests of their armed forces (Mölling 2012: 3).
Therefore, it must be reminded that member states can only pool and share
what they have at their disposal plus it would be necessary to better steer not
only defence procurement but also the reduction of certain branches of national armed forces. Furthermore, the question of trust must be assessed. If one
takes P&S seriously, this will mean to rely on capabilities by partners that are
provided in the case they are needed. But have we reached this point already?
Thus, P&S can only help to provide solutions if states are willing to rethink the
precedence of political sovereignty over military effectiveness and economic
efficiency (Mölling 2012: 3).
The European Council on Defence of December 2013
After the entry into force of the Treaty of Lisbon, CSDP was not high on the
agenda of the EU as a consequence of the financial and economic crisis faced
by the EU and its member states. Nonetheless, the Conclusions of the European
Council (EC) held on 13 and 14 December 2012 included an invitation to the
HR and to the Commission to develop proposals and actions for strengthening
the Common Security and Defence Policy (CSDP) of the European Union (EU).
The heads of State and Government of the EU also decided in that meeting
that the progress made in the achievement of the objectives set at the meeting of December 2012, would be revised in the EC which would be held in
December 2013.
According to the plan, the EC met on 19 and 20 December 2013 in Brussels.
It was the first time that the EC held a thematic debate dedicated to defence
since the entry into force of the Treaty of Lisbon and there was strong hope to
re-energize the developments of CSDP and lots of documents and academic
papers with recommendations were elaborated.
The Conclusions of the EC of December 2013 can be considered as a small
step forward in the development of the CSDP. Firstly, the importance of maintaining a close relationship between the CSDP and NATO is underlined. In the
second point, it is stated the need for the member states to take greater respon42

sibilities if they want to contribute to maintaining peace and security through
the CSDP. In addition, there is an important statement: the CSDP will continue
to develop a total complementarity with NATO in the framework of the strategic
partnership between the EU and NATO. To achieve that complementarity, the
member states have to build-up the necessary capabilities and maintain an
adequate level of investment in defence. The declaration of complementarity
of the CSDP with NATO is significant but there is not any concrete explanation
about how to implement such complementarity and it makes only a vague
reference to the strategic partnership between NATO and the EU. As a matter
of fact, the status quo will be maintained. The relations between NATO and the
EU will continue to be good on the official level, but without a clear definition
on how to articulate that relationship and notwithstanding the obstacles put
by some countries in the development of a fruitful relationship between NATO
and the EU.
In general, the decisions taken by the European Council are grouped around
three axes:
zz increasing the effectiveness, visibility and impact of the CSDP
zz enhancing the development of capabilities and
zz strengthening Europe’s Defence industry.
The European Council of December 2013 took some important decisions for
the development of the CSDP of the EU without addressing some key issues
about its future. The CSDP will advance despite the lack of definition of the
objectives to achieve and without a clear idea on how its declared complementarity with NATO is going to be implemented. In any case, the development of
capabilities will be affected by budgetary problems even in the four agreed
priority actions. For its part, the Commission and the European Defence Agency,
have seen notably reinforced its position by the support given to them by the
EC. They will try to address the problems of defence industries in the EU as a
first step to strengthen them somehow in the future. In any case, it is essential
that the decisions of the EC are implemented taking into account the interests
of all members states of the European Union.
Conclusion
In general, it can be stated that the European Council on Defence did not
fulfill the high expectations before the meeting. There is still a gap between
expectations and reality when it comes to Europe’s role as an actor also in
security and defence policy and its capacity for joint and coherent action. It
becomes obvious that new forms of cooperation between EU member states
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are necessary in order to compete with the loss of operational capacity due to
shrinking defence budgets. This trend will not change and therefore it is necessary to better steer defence and armament planning, defence procurement
and common crisis management actions on a European level. Therefore, the
EU and its member states should focus more on enhanced cooperation and
common projects rather than the setting-up of new missions and operations.
However, the fact that CSDP was debated already indicates the importance of
the topic and due the tasking by the Council for several institutions, there is
hope that the topic will remain on the agenda for the near future.
The European Council is set to review the progress on the CSDP by mid 2015
at the latest. During this time, a step by step realignment of the CSDP should
bring it closer to its original goal of enhancing the EU member states’ ability to
jointly provide security and defence (Von Ondarza/Overhaus 2014:4). Therefore,
it is now time for more realism than visionary concepts and concrete implementation steps in order to make CSDP work. Building on and implementing
the Conclusions of the European Council is therefore the first necessary step.
As recent events in the European neighbourhood are showing, the outside
world is not waiting for the Europeans to do their homework.
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One of the formulas for power is expressed as the sum of available resources,
the ability to use them and the willingness to do so. Based on this formula, the
current paper aims to examine its separate components within the EU context
and to observe the Union’s level of ambition in respect to the Common Foreign
and Security Policy and the Common Security and Defence Policy (CFSP/CSDP).
The current situation in Ukraine is a case in point and could be an alarming
signal for Europe.
Frequently the focus of analysis is the future. However, in order to clearly
define the future, the past should be understood and attention should be
given to the present.
In this respect, to be able to have a strategic vision for the EU development
until 2020-2025 in the field of the Common Foreign and Security Policy and
45

the Common Security and Defence Policy, the question about what we currently have in 2014 should be raised and the responses should be sought in
the past – why this is so.
If we should shortly describe in numbers the current situation, we will have
the following picture: today there is a European Security Strategy, created
11 years ago and updated in 2008, followed by three enlargements of the
Community with 8 new Member States, five years after the adoption of the
Lisbon Treaty, which created a new legal framework and overall restructuring
of the Common Foreign and the Common Security and Defense Policy.
Due to the new geopolitical realities and challenges, the need of a coordinated CFSP increases. At the same time defining the foreign policy has always
been of key importance for security and defence as well (CSDP).
Up to the current moment a number of questions remain unanswered due
to the lack of an adequate new EU Security Strategy, of specific capacity and
military capabilities, as well as of a European defence identity, taking into
consideration the globalization process, the new security environment, risks
and threats. The main five of those questions are:
zz What are the priorities and is there an end-goal for the EU?
zz What is the level of ambition of the EU: to be a regional or a global
player? To be an economic giant but a political dwarf or rather a
more integrated EU, especially in respect to civilian and military
instruments following the logic of “pooling and sharing”?
zz What kind of power does it want to use – soft or hard?
zz What kind of cooperation does it want to have with NATO? – keeping
in mind that 22/28 EU Member states are also NATO members. They
share the same theatre of operations but at the same time because
of the political contradictions between Turkey and Cyprus, do not
share intelligence information;
zz What is the level of political maturity and public support in member
states on the issues of security and defence?
Revealing the components of the power formula, the current paper will address those five key questions to a considerable extent.
Power = available resources +
+ ability to use them +
+ willingness to implement them

zz EU AVAILABLE RESOURCES
From the viewpoint of the main available EU resources in the context of
the security and defence policy, the uniqueness of the Union should be
shown, the structure of its military organization, its legal and economic
potential.
The uniqueness of the EU
The EU uniqueness consists in the fact that the Union has the largest civilian
capabilities for crisis management and is 6the biggest net contributor to third
countries’ development.
One of the strongest arguments put forward by the Norwegian Nobel Prize
Committee for awarding the EU is the stabilizing role played by the Union in
transforming the bigger part of Europe7 from a continent of war into a continent
of peace. The most important EU achievement according to the Committee is
the “successful struggle for peace and reconciliation, for democracy and human
rights”. What the EU has managed to achieve is part of its uniqueness, namely:
to turn enemies into partners, to build up solidarity among Member states in
the strategic industries for coal and steel production, which made war in Europe
“materially impossible”, to create a common market and a prosperous economy,
with the four guaranteed basic freedoms, as well as to provide 500 000 000
citizens with the opportunity to live in peace and tolerance.
The structure of the military organization
Each global, regional or national structure, which has the political ambition
to maintain military capabilities and to use military instruments in its foreign
policy, security and defence policy, creates an adequate military organization.
This organization in accordance with the foreign policy ambitions should ensure defence policy formulation, defence and operational planning, as well as
military operations management.
The analysis of the EU military organization allows defining the directions for
the further development of EU ambitions both in the field of CFSP and CSDP.
To command and manage its missions and operations, the EU maintains
a command structure taking note of the political ambition of the Union on 4
levels:
– Political-military strategic level;
– Military strategic level;
6 In 2012, net disbursements by EU Institutions to partner countries and multilateral organisations
were USD 17.57 billion http://www.oecd.org/dac/europeanunion.htm
7 http://nobelpeaceprize.org/en_GB/laureates/laureates-2012/announce-2012/
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– Military operational level;
– Military tactical level.
The comparative analysis of NATO’s and the EU’s command structures shows
that despite the similarities of the four levels of management within them, there
are considerable differences in missions and tasks, their numbers and composition, the readiness of forces and responsibility for concrete regions, missions
and tasks. The main political reason for this discrepancy is the different level
of political ambition in the field of security and defence.
The level of political ambition according to decision by the8 EU Council from
13.12.2010 “Capabilities development after 2010.” requires:
To be able to deploy 60 000 people for 60 days for one big operation or:
– Two big operations for stabilisation and reconstruction maintained by 10
000 people for two years;
– Two rapid reaction operations using the Battle Groups;
– One emergency operation for evacuation of EU citizens (at least for 10
days);
– One military marine or air operation for interception and control;
– One civilian-military operation for humanitarian assistance with a duration
of 90 days;
– Up to 10-12 civilian CFSP operations in various formats together with one
pricipal mission (consisting of up to 3000 experts) with a duration of a
few years.
Historically NATO is ahead of the EU in terms of military organization and
planning, because ever since its founding in 1949 it has been a militarypolitical alliance. The EU in turn was created as a political and economic
union in 1951. However in the context of the contemporary challenges and
realities the better approach is not the historical examination of the development of the two organizations, but rather looking into their transformation
providing a political response and commitment for addressing the challenges faced by European citizens in the 21st century. This is related to
the need for strategic rethinking of the security environment, the process
of which can be seen in the EU Lisbon Treaty and the NATO’s New Strategic
Concept – documents whose main challenge ahead is their implementation.
The three key steps in this direction are: pooling and sharing of capabilities, the setting and fulfillment of the correct and smart priorities and a much
better coordination of the efforts both among member states and between
NATO and the EU respectively.

According to the text of the Washington Treaty, NATO is a militarypolitical organization with a clealy defined task to defend the territory of
its member states. NATO’s military forces and command structure is built
up and maintained ready for action following the policies of defence and
operational planning.
The NATO command structure is able to perform continuous intelligence, early warning of threats and constant anti-aircraft and anti-missile
defense across the Union, to exercise command and control simultaneously
of two major and six small operations, to carry out the joint and individual
training of the troops and military personnel, and to conduct research and
experimentation in the development of new military technology equipment
and armament. In operational mode NATO supports a rapid reaction force
numbering 25 000 troops, which can be used in crisis management or for the
protection of NATO territory. They are part of the huge set of capabilities that
NATO supports according to the plans for defense planning, giving military
superiority over any single enemy state or coalition in the world.
On the political-military strategic level, where political decisions are being
made, both NATO and the EU have permanent structures. Unlike NATO, however, the EU does not have its own intelligence and early warning systems,
does not carry out constant anti-aircraft and anti-missile defense. NATO has
allied capabilities, while the EU is in the initial phase of establishing common
military capabilities.
The text of the Lisbon Treaty does not define a clear defence task for the
CSDP on the territory of the EU. The whole defense and operational planning is
directed towards operations outside the Union. For this reason, the command
system and military organization in the EU has significantly fewer capabilities in
the field of defense. Besides shortage of key capabilities for operations abroad,
the EU is experiencing serious difficulties in organizing the command structure
for each operation because the assignment of operational commanders and
their operational staffs, as well as the commanders of forces in the area of operations and their staffs, are not made on the basis of its own command system
as NATO but on the activation of operational headquarters and staff seconded
by Member States. The number of the EU International Military Secretariat of
about 200 people (about 5% of the External Action Service staff ) is not sufficient to conduct a quick planning at the strategic level. Therefore, in times
of crisis it is reinforced by personnel from Member States. In comparison, the
NATO International Military Headquarters is much larger and able to plan all
operations on its own.

8 http://www.eeas.europa.eu/csdp/about-csdp/military_headline_goals/index_en.htm
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The legal potential
In respect to the legal potential, the opportunities provided by the Lisbon
Treaty in the field of the common EU security and defence should be noted.
Table 1 presents a summary of the newly introduced aspects, which entail
re-structuring of CFSP and CSDP:
The Treaty of Lisbon: changes related to CSDP
Change

1

art. 18
and 27

Chapter
2, art.
42-46

art. 222

art. 43
TEU

Content
High Representative of
the Union for
Foreign Affairs
and Security
Policy
Special Provisions for the
implementation of the
CSDP /Common Security
and Defence /

Solidarity
Clause

Extending the
range of CSDP
missions (the
Petersberg
Tasks)

Newly introduced

Considerable changes

Where a Member State is the object of a terrorist
attack or the victim of a natural or man-made
disaster, the EU and its Member States shall act
in a spirit of solidarity. The Union shall mobilize
all the instruments at its disposal, including
military resources in order to:

art. 42
para 3,
art. 45
TEU

European Defence Agency

art. 42,
para 6,
art. 46,
Protocol
(No 10)
on Permanent
Structured
Cooperation, established
in art 42
TEU

Permanent
Structured
Cooperation –
new element
(PESCO)

-prevent a terrorist attack;
-protect democratic institutions and the civilian
population from any terrorist attack;
- Assist a Member State in its territory at the
request of its political authorities in the event of
a terrorist attack.
If a Member State is the victim of armed aggression on its territory, it will be able to rely on
the help and assistance of other Member States
which are obliged to help her.

art. 42,
point 7

Common Defence Clause

This clause is tempered by two limitations:
- Does not affect the security and defense of
neutral Member States;
- Does not affect the commitments undertaken
in the framework of NATO.

50

Until the entry into force of the Lisbon Treaty,
the following missions could be undertaken
under CSDP:
- Humanitarian and rescue missions;
- conflict prevention and peace-keeping;
- combat forces in crisis management.
The Lisbon Treaty completes this list with three
new types of missions:
- Joint action in the field of disarmament;
- Missions for advice and assistance in the
military;
- Post-conflict stabilization missions.
The EDA competences are expanded and detailed. The main goal of the agency is to improve
the military capabilities of Member States.
To achieve this end, the Agency shall:
- Define the overall objectives of the Member
States in the field of military capabilities;
- implement programs and ensure their implementation in order to achieve the objectives;
- harmonize the operational needs of Member
States and thereby improve the methods for
delivering military equipment;
- conduct research in the field of defense technology;
- contribute to strengthening the industrial
and technological base of the defense sector,
including a view to improving the effectiveness
of military expenditure.
A closer form of cooperation between some
Member States in the defense sector. Under
this framework, Member States participating
in permanent structured cooperation shall
undertake more intensive steps to develop
their defense capabilities and to provide
armed combat units for the missions planned.
The contribution of the participating Member
States shall be evaluated regularly by the
European Defence Agency.
Permanent structured cooperation shall be
adopted by the Council by a qualified majority
at the request of the participating countries.
No threshold for the adoption of other Member
States. Each Member State is free to withdraw
or to participate in permanent structured cooperation, provided that it meets the conditions
of participation.
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The Lisbon Treaty contains a number of changes precisely aiming to turn
the EU into a cohesive and coherent CSDP actor. The new strategic concept
of NATO, in turn, provides for multilateral cooperation in the building up of
capabilities and sharing of responsibilities. As a result, both organizations
introduce a new rational approach of smart defense based on pooling and
sharing, which determines whether the balance between the desired and
the achieved will be reached.
Two other important legal instruments are the adopted Directives (2009/43/
EC and 2009/81/EC), designed to simplify the procedures for the movement
of military goods between Member States and to increase and open up more
opportunities for public procurement and competition in EU defense.
The so-called “defense package”9 of the European Commission (EC) contains
measures that are binding on member states and primarily include the abovementioned two directives:
Directive 2009/43/EC of the European Parliament and of the Council of 6
May 2009, which aims to simplify export controls on defence-related products
within the EU.
Directive 2009/81/EC of the European Parliament and Council of 13 July 2009
on the coordination of procedures for the award of certain works contracts,
supply contracts and service contracts by contracting authorities or entities in
the fields of defense and security.
Although the word "offset" is absolutely not mentioned in the text of the
Directive, the offset is what causes the most serious divisions among member states. The heated discussion between the European Defence Agency and
the majority of Member States on the one hand and the European Commission
on the other on the “legitimacy” of offset under European law has its own history, but at present, it could be estimated that it has reached its climax. The
reason for this is the final EC position that offset is illegitimate.
The Ghent Framework – the so called strategic framework for systematic
exchange of information on defense planning in the Member States, which
serves as the basis for voluntary top-down consultation and coordination, is
very valuable because it provides a political platform for Member States to
make use of both legal instruments at their disposal - “permanent structured
cooperation” and the two Directives 43/81.

allocated to defense; the effects of the economic and financial crisis in member countries and the reduced percentage of national budgets allocated to
defense, especially in the euro area; the European Defence Technological and
Industrial Base (EDTIB).
10
The European Union is the largest economy in the world, characterized by
large investments abroad, with a large percentage of foreign direct investment
in the Union, 500 000 000 citizens which have about € 25,000 GDP per capita.
At the same time the EU spends on defence less than 50% of the US budget.
As a result of the fragmentation of combat systems and capabilities the vast
majority of funds for armament are spent nationally. Meanwhile, countries like
Russia, China and India significantly increase their military spending.

The world’s 5 largest military spenders in 2013 according to the Stockholm International Peace Research
Institute

In terms of economic potential, the focus should be placed on three main
factors: the economic position of the EU in the world and the low percentage

In response, the December Council (2013) unfortunately did not focus on
the topic of defense budgets and did not determine a recommended level
of defense expenditure for Member States similar to the one set by NATO at
2%. The average military spending for EU countries falls below 1.3% of GDP,
especially as a result of the economic and financial crisis.

9 Defence Package - Towards an EU Defence Equipment Policy http://ec.europa.eu/enterprise/sectors/
defence/documents/index_en.htm

10 http://ec.europa.eu/trade/policy/eu-position-in-world-trade/
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Seen in the long term, it can be said that even in dealing with the economic
crisis, the challenge to the defense budget will continue to be on the agenda as
military equipment becomes more expensive and prices rise faster than inflation
and GDP. Regardless of the mechanisms for common funding of operations,
their costly maintenance under the current principle of “costs fall where they
lie” is the reason for the countries to refrain from participation in international
operations. This is also the main reason why the EU Battle Groups have not
been used for ten years. The Americans in turn are wondering if their allies have
the will and the ability to mobilize the necessary resources for their common
security. From the perspective of the United States, a demilitarized Europe
leaves the impression of being divided and self-focused.
11

Table 2. Defence Expenditure Comparison between the EU-27 and the
US /2010-2012/
Source: EDA, National Defence Data 2012

Source: Dеfense Efforts – Attempt of international comparison, 2013 Edition, EuroDéfence France

11 European countries are above the EU threshold: Britain and France /
with the highest defense spending compared to other European countries,
over 2% /, Greece, Cyprus, Portugal, Bulgaria, Poland, Estonia, Italy, Slovenia
and Denmark.

Source: EDA, National Defence Data 2012

11 Towards NATO’s Chicago Summit, Speech by NATO Secretary General Anders Fogh Rasmussen
at the European Policy Centre, Brussels, 30 September 2011 http://www.nato.int/cps/en/natolive/
opinions_78600.htm
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Table 3. Public defence expenditure in the EU, 2010

of Member States’ capabilities, to compensate costs, while respecting the socalled “3 D” rule in EU-NATO relations – not to duplicate, divide, discriminate.
Table 4. Investments in technology and research:
EU

US

8

10
2,1

120
93

Billions of Euros

100
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71

73

101

80
55

60
40

29

32

33

33

20

53

58

57
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R&D
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Source: European Defence Agency: Europe and United States Defence Expenditure in 2010

13

European Defence Technological and Industrial Base (EDTIB).

The insufficient defense budgets create obstacles for the common objectives in the field of security. Without the necessary civilian and military
capabilities the EU cannot be an independent global player. The cuts in
armed forces during the last decade led to the situation where all EU countries
lost their ability to operate globally.
12
The Ghent Framework engages with the debate on defense budgets in
Europe, highlighting that the way to reduce them is only through 'smart'
(using NATO vocabulary) forms of cooperation and avoiding ad hoc actions
dictated by circumstances that do not address the root of the existing
strategic deficits.
In this respect, the focus of attention more and more falls on the initiative for
Pooling capabilities and Sharing costs in the EU to achieve complementarity

The reduction of defense budgets is a fact and a trend that not only affects
the loss of capability, but also the capabilities of the military industry. In the
ideal scenario, on average, about 50% of member states’ defense spending
goes for personnel, 30% for maintenance and operations and 20% for procurement. The remaining funds for procurement for the most part are spent on the
execution of old projects.
When planning their activities companies in the defense sector of the
EU for the next 10 years can not rely on large multinational projects. Under
the conditions of financial constraints on supply a big effort will be needed to
preserve expertise in key areas of the European industry.
In this respect, the idea about the creation of a single European market for
defense products is gaining popularity in recent years because of the worrisome findings that Europe is lagging behind the USA in the technological
development of defense industry. This trend is mostly the result of severely
reduced investment in defense by EU member states in recent years and the

12 The EU between Pooling & Sharing and Smart Defence, Making a virtue of necessity? Giovanni Faleg
and Alessandro Giovannini May 2012, CEPS’s special report, р.7

13 Maria Leonor Pires, Statistics Officer, Europe and United States Defence Expenditure in 2010,
Brussels, 12/01/2012

Source: Stockholm International Peace Research Institute – SIPRI 2012
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too high share of duplicated effort and investments. The existence of numerous individual national military-industrial bases and defense markets creates
a fragmented, economically inefficient and uncompetitive European
defense technological and industrial base (EDTIB). In this respect, it has been
established that market mechanisms alone are not sufficient for the creation
of an advanced EDTIB. These grim prospects for the near future are forcing EU
institutions and Member States to take proactive measures to counteract the
emerging trends.
Early initiatives in this direction are not legally binding and are voluntary
for Member states. This is largely due to the difficulties in overcoming the
understanding that defense remains the prerogative of each Member State.
Hence, the military industry development policy is primarily understood as
part of the sphere of national competences. The divergent policies of individual
Member states for the development of this sector are not always based on
the logic of economic efficiency, but rather stem from other considerations
related to “national security.” Overcoming these considerations requires time
and considerable effort by the individual Member states.
A major driver for the initiation of these measures is the European
Defence Agency (EDA), which has began to spread the idea that creating
a competitive European market for defense products is a prerequisite for
strengthening the European defense technological and industrial base and
building defense capabilities needed for the implementation of the Common
Security and Defense Policy.
One of the first more significant initiatives is the adoption of EDA’s “Code
of Conduct on defense procurement” (effective since July 1, 2006), which laid
the foundations for new market interactions in this specific area. This Code
establishes a system of voluntary ethical rules based on transparency, competition and the strife to promote cross-border competition within the EU. The
chronologically next essential step by the EDA is the adoption of the “Strategy
for the development of a European defense technological and industrial base,”
approved by the Defence Ministers on May 14, 2007. This concept paper contains several important messages and expresses the common political will of
the participating countries to take concrete actions to consolidate the “two
sides of the market in Europe: to unify and reconcile the multifaceted needs of
Member states within common (shared) technical requirements; to be able to
meet these needs with a developed and integrated EDTIB.” Another important
EDA initiative is the measures to limit the negative effects of the offset through
the voluntary “Code of Conduct for Offset” (adopted in late 2008 as part of the
intergovernmental regime).

A positive step is the support by the 14Council in December 2013 for the need
for a more integrated, sustainable, innovative and competitive European
defense technological and industrial base to create and maintain capabilities. EDTIB should be deliberately developed to be able to maintain operational
efficiency and the supply chain, to be globally competitive, to stimulate
jobs, innovation and growth in the EU. The state of research and technology is crucial to achieve long-term competitiveness of the European defense
industry. The revival of the defense industry also implies a multiplier effect on
other sectors of the EU economy. In this regard, an important highlight from the
Council decisions (2013) is the idea to see how Horizon 2020 dual-use results
and research can contribute to the defense industry.
THE EU ABILITY TO USE ITS RESOURCES
Having examined the resources and tools available to the EU in the CFSP
and CSDP context, the uniqueness of the Union, the structure of its military
organization, its legal and economic potential, now it should be continued
with the second component of the formula for “power” - the ability to use
available resources.
Despite the deficiencies in terms of EU’s organization, the degree of integration, budgetary constraints, military capabilities and historical legacies,
the Union has its own uniqueness and potential for participation on the
global arena.
The development of this potential is related to the need for a strategic
vision, support by European citizens for it and a strong political will for its
implementation, taking into account the fact that the potential solutions in
the field of security and defense are increasingly associated with giving
up national sovereignty.
For some the EU is perceived primarily as a “civilian” power with mainly economic and diplomatic means, which can “defeat without an army.” According to
them, if the EU focuses on the “soft security issues” this may bring comparative
advantages for Europe. The so-called “soft power” is related to the favorable
impact of EU enlargement, the considerable resources allocated to development aid, peacekeeping and funding programs for international institutions,
i.e. all non-military means for maintaining stability and security.
Given the complex character of security risks and threats /international
terrorism, proliferation of weapons of mass destruction (WMD), failed states,
continuously unresolved and frozen conflicts, organized crime, cyber-threats,
energy supply, environmental degradation and the related security risks, natu14 http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/140245.pdf
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ral disasters and man-made disasters, pandemics/, the ability to implement
a closer link between security and development policies is observed in
practice in the EU.
15
The justification of the interdependence concept between security and
development policies has largely been influenced by the changing architecture of international relations. It is broadly supported mostly within
the Organization for Economic Cooperation and Development (OECD). The
European Commission has also repeatedly emphasized the interdependence
between security issues and development policies and has actively advocated
the need for their increased integration in EU missions. In its decision of 23
October 200716 the Court upheld the interdependence between the issues of
security and development, as well as the understanding that measures to fight
against terrorism can be seen as a part of the external aid instrument of the
European Commission.
In recent years, the European Union takes increasingly important international tasks - military and civilian crisis management, security sector reforms,
rule of law and border control re-enforcement, both near its borders and in more
remote regions. Their geographic range includes the Balkans, the Caucasus,
Eastern Europe, the Mediterranean and the Middle East, even distant countries
such as the Democratic Republic of Congo and Indonesia.
Since 2003 dozens of missions have been carried out under the auspices of
the EU, such as: military operations in Macedonia, the Democratic Republic of
Congo and Bosnia and Herzegovina, a civilian-military supporting operation in
Darfur (Sudan), a defense reform mission in Congo, a monitoring mission in Aceh
(Indonesia), border-guarding missions in Ukraine, Moldova and Rafah (Gaza
Strip), police missions in Bosnia and Herzegovina, Macedonia, the Palestinian
territories and Congo, also missions in Georgia and Iraq, the missions in Georgia,
fighting piracy off the coasts of Somalia, etc.
In this regard, the so-called comprehensive approach to planning and crisis
management, where civilian and military forces work together, is increasingly
recognized as efficient. Civil-military missions are easier to justify in front of the
people and receive more political support. In financial terms – these allow funding from the European Commission, including the acquisition of necessary for
the operation: property, technical equipment and services. Defense reform policies as part of the EU development cooperation policy are funded through
the following instruments: the European Development Fund, the Development
Co-operation Instrument and the Instrument for Stability.
15 Patrick Doelle and Antoine Gouzée de Harven, ‘Security Sector Reform: a Challenging Concept at
the Nexus between Security and Development’, ‘The European Union and Security Sector Reform’,
2008, p. 38-70
16 Case № C-403/05, European Parliament against European Commission
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The military operations in turn are financed by Member States through the
“Athena” mechanism. Synergy with the military component is of crucial
necessity to achieve the level of EU ambition. In this respect, the main areas
of joint use of military assets are: the headquarters for command and control,
protection of communication and information systems (CIS), the exchange of
intelligence, logistical support, strategic transport, force protection, medical
coverage, unmanned aerial vehicles (UAVs), education and training, lessons
learned, warehouse, etc.
17
Maintaining public support for global commitments is of fundamental
importance. In modern democracies, where the media and public opinion are
essential for policy making - transparency and visibility in the implementation of EU commitments abroad are key to generating support among
citizens. It is very important that governments, parliaments and the European
institutions manage to explain what a significant contribution to internal security is produced through participation in missions outside the EU.
EU WILLINGNESS TO IMPLEMENT ITS RESOURCES
EU’s willingness to implement its resources and capabilities is the biggest
challenge the Union faces.
If the EU wants to act on the global stage, a common approach should be
found, taking note of what Europeans share in terms of strategy, interests
and perceptions of the world.
Taking into account the fact that behind every constitution there is an
army ready to defend it, the logical question is why behind the “European
Constitution”, i.e. the Lisbon Treaty, it is still the US army standing?
18
The EU has no standing army. Instead, within CFSP it relies on case-specific
forces formed by Member States for:
– joint disarmament operations;
– humanitarian and rescue missions;
– missions for military advice and assistance;
– missions for conflict prevention and peace-keeping;
– tasks of combat forces in crisis management, including peace-making
and post-conflict.
The differences in power perception between the United States and Europe
may be associated with an example of normal human psychology: 19"when you
17 Karl von Wogau , The path to European defence, new roads, new horizons, John Harper Publishing,
2009, р. 9
18 Foreign and security policy: http://europa.eu/pol/cfsp/index_bg.htm
19 Kagan, Robert, “Кейган, “Of Paradise and power: America and Europe in the new world order”;
”Obsidian”.,С2003, p.34;38
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hold a hammer in your hand, all problems start looking like nails," namely big
powers naturally see the world differently than small ones. They perceive risks
and threats differently, define security in a different way and build a different
tolerance threshold for uncertainty. Those who have greater military power are
more likely than weaker states to perceive force as a useful tool in international
relations. In fact, the militarily powerful ones rely on force more than necessary. On the other hand, countries deprived of a great military power face the
opposite danger: when you don’t have a hammer, you do not want anything
to look like a nail. The viewpoints and psychological attitudes of strength and
weakness explain a lot about the different approaches that the United States
and Europe have to threats.
Here's how the above mentioned is confirmed in opinion surveys of the
public and the leaders of the EU and U.S., that state straightforward differences in the views of respondents on both sides of the Atlantic. Over 75% of
respondent politicians and citizens in the United States agree that war is a
possible and even necessary instrument for establishing justice. In Europe,
this idea is supported by only 28% of citizens and 45% of politicians.
Table 5. Perceptions of citizens and decision-makers in Europe and the
US on defence’s importance and added value

Source: German Marshall Fund and
Compagnia di San Paolo. (2011).
Transatlantic trends: Leaders 2011.
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This raises the question whether it is possible to form a European identity
on issues of European defense and security.
Identity is a mix between the subjective element, i.e. what Europeans
think about security and defense and an objective element, i.e. what
is the potential perception of a neutral observer, what is the outsider’s
viewpoint.
In this regard, there are two interesting differences on the one hand in the
perception and approach of Member States themselves, part of the EU and
NATO, and between the U.S. and European countries.
There are currently differences among EU Member States 20in their strategic
culture. The following three dimensions can be outlined:
– Atlantisists (UK, the Netherlands, the countries of Central and Eastern
Europe) versus “Eurocentrists” (France, Germany, Belgium and Finland);
– multilateral (the vast majority of EU Member states) versus sovereignists
(like the UK) and neutral (Austria and Ireland) and
– in terms of military interventions, those who are willing to use force (mostly
the former colonial powers - France, Portugal) versus the pacifist-minded
powers (Germany, the Nordic countries).
At present, the lack of an up-to-date EU strategy for security and defense
is the worst possible strategy, demonstrating the absence of an end goal
for the Union. The decisions of the Defence Council from December 2013 are
a step in the right direction, but are still far from a clear definition of the ambitions and priorities of the EU. The task assigned to the High Representative
for Foreign Affairs, in cooperation and consultation with Member States to
assess the impact of changes in the global security environment and identify
the challenges for the EU by 2015 provides a good chance to update the EU
Security Strategy (2003). Based on the definition of the strategic interests of
the Union, a capabilities review should be undertaken in parallel in order to
develop a new capabilities plan 2020-2025.
21
Member States should plan their capabilities until 2020 in such a way that
despite the differences in size and financial potential, they should develop
defense capability, that is not just the sum of its elements, but stronger and
more flexible, based on a whole new level.
The high degree of interdependence among Member States, due to the
policy of integration, of economic and social cohesion, of interconnected
infrastructure in transport, energy, information technology and other areas
20 The EU between Pooling & Sharing and Smart Defence, Making a virtue of necessity? Giovanni Faleg
and Alessandro Giovannini May 2012, CEPS’s special report, р.4
21 Statement by the Minister of Defense Anu Angelov during the 29th International Workshop on
Global Security, Rome, July 17, 2012 Addressing the pressing security challenges in Southeast Europe
and the Black Sea Region: Bulgarian Perspective
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suggests managing the processes before taking appropriate decisions,
which is associated with higher degree of confidence, a close contact
and exchange of information and agreement on strategic priorities in
different sectors. In this regard, a potential initiation of European Defense
Semester to be coordinated by the European Defence Agency, similar to
the one associated with the new EU economic governance, would be an
important moment in the definition and fulfillment of the EU level of
ambition.
In order to increase the readiness of the EU command structure it is necessary to establish at least one of the declared operational headquarters of the
Member states (Germany, Italy, France, Greece and the UK) as permanent
headquarters, an integral part of the EU military organization. Thus, similar to
NATO and its strategic Command operations, the EU in addition to its permanent
structures on a political-strategic level will also have military headquarters
at the strategic-military level.
The new global threats, challenges and uncertainties in a much more dependent world and the concrete realities in immediate geographical proximity to
EU borders should be taken into account in a unified strategic document if
Europe wants to play a key role in shaping the future global order.
THE SITUATION IN UKRAINE
The situation in Ukraine is a case in point and it illustrates the validity of
the argument that I have presented in favour of a strategic rethinking and a
better use of the “power formula” in Europe.
The crisis in Ukraine shows the need for a rapid and active EU foreign policy
response.
The situation in Ukraine is an example of the so called 22‘new war’ - an
internal conflict that is destabilising the region.
The challenge here is to find a balance between respect for state sovereignty and the need for timely actions in response to violence in order
to defend citizens’ human rights. And this challenge is valid both for the EU
and the international community as a whole.
If we look at how the EU has addressed the Eastern neighbourhood, we
can draw several conclusions on the lessons learned that came to the surface
with the Ukrainian crisis and still represent a challenge:
1/ the EU has underestimated the possibility for a threat in immediate geographic proximity - this is partly also the reason for the budget cuts in defence
that have been mentioned above.
22 Gotchev, A. (2011). The conflict: Resolution theories and approaches. Sofia: Albatros Publishing.
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Just a few months before the crisis, Ashton’s report in the lead up to the
December 2013 Council (2013), notes that the challenges to Europe’s security
come from the Southern neighbourhood, and disregards potential risks from
Eastern Europe.
2/ the West has neglected Eastern European states’ concerns on the Russia’s
way of thinking and balance-of-power mentality.
3/ the US and the West haven’t managed to convince Russia that NATO is
not against its interests.
A possible solution in this direction 23could be the reordering of the direction and sequence of Euro–Atlantic integration stages. That means that postSoviet republics could join the EU first, before joining NATO. This might alleviate
Russian concerns to some degree. It could make Russia less determined about
promoting an alternative to the existing security system in Europe. Currently,
Russia pushes forward a vision of a Eurasian security community opposed to
the Euro–Atlantic one. To reverse this process Russia needs to be convinced
that Euro-Atlantic integration doesn’t put its interests at risk.
For all these reasons, the crisis in Ukraine presents a new situation that
engages both NATO and the EU and serves as a call for actions. It exposes a
number of myths and shows that the two organizations are really not competitive but complimentary.
The developments in Ukraine add to the arguments in favour of the need
for a clear EU strategic vision and an early-warning system for conflicts,
supported by all member states. In order to be an effective actor in the Ukrainian
crisis, the EU should move to consolidate its foreign policy on the issue.

23 Panayotova, M. It is Time for Strategic Rethinking, European View (2014) edition A Changing Eastern
Neighbourhood, http://link.springer.com/search?query=Monika+Panayotova#page-1
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THE EU FOREIGN AND SECURITY POLICY:
TEAMWORK DELIVERS
Lothar Jaschke 24 has studied at the University of
Economics in Vienna, supplemented by studies of EU Affairs
in Copenhagen and International Relations in Brussels. He is
a member of the Union of European Federalists in Vienna and
Brussels , the Elias Canetti Society in Rousse and the Society
for Literature in Austria. Mr. Jaschke worked at the Ministry
of Foreign Affairs in Vienna from 1994 to 1999 with a special
focus on relations with Central Europe, Russia, Central Asia
and on the EU enlargement process. From 2002 to 2006 he
held a position as Minister Counselor at the Austrian Embassy

in Bulgaria.
In the Council Secretariat of the European Union he was working on the EU’s
relations to Maghreb and Mashreq countries from 1999 to 2002 and to Western
Balkans countries, in particular Serbia, Montenegro, Croatia from 2007 to 2012.
He dealt with the Barcelona process in the EU/North Africa region and regional
cooperation in South East Europe. In January 2011 he moved to the Western
Balkan Division of the European External Action Service and in July 2012 took up
the post of Head of Political, Press and Information section at the EU Delegation
in Freetown, Sierra Leone.
Dear participants,
There can be no summer without the Economic Policy Institute’s Summer
Seminar which has become a trademark. Many are the alumni participants
who have risen to the ranks of Ministers and State Advisors and I am sure there
will be many more. Your presence and vivid participation in the seminar will
certainly yield dividends or - as we say in West Africa - delicious fruits.
Before turning to the structure and substance of EU Foreign and Security
Policy let me start with some comments about my current posting in Sierra
Leone.
Sierra Leone is a country of 6 million inhabitants in West Africa. It was colonised by the private Sierra Leone Company based in London. The Company
sent 600 freed slaves from England to Freetown in 1787 on a ship charted by
abolitionists Granville Sharp and William Wilberforce. The second wave of freed
slaves arrived in 1792 from Nova Scotia. Those were slaves who were promised

freedom if they fought on the British side in the US independence war. The war
lost, the promise broken, they fled to Nova Scotia and from there were sent to
Sierra Leone. The third wave, in 1800, was Maroons from Jamaica who had just
escaped their (British) masters. In 1807 Sierra Leone became a crown colony
to oversee the implementation of the newly adopted Anti Slave Trade Act. The
British West Africa Squadron would intercept non British slave ships, try the crew
in Freetown (in front of the first international criminal court), free the slaves
and settle them in Freetown. The hinterland, 95% of the country as we know
it today, became a protectorate in 1897 but was widely left untouched. The
traditional rulers there still rule today, of course interwoven with the elected
government of the day. In keeping with the time negotiations in London led
to independence on 27 April 1961 but the Queen remained Head of State
until 1970. The more recent history was marked by a rebel war from 1991 to
2002, preceded by a faulting economy and several coup d’états and followed
by demobilisation, disarmament and rehabilitation, security sector review as
well as a reconciliation process. Remarkably these efforts worked and allowed
the country to slowly move out of fragility to normal development pattern,
a process which is still going on. The UN mission to Sierra Leone, once the
largest in the world, left in March 2014 after 16 years of office. Having trailed
at the bottom of the Human Development Index until 2012, the country has
achieved, lately, high economic growth and a certain political stability. Sadly,
Sierra Leone today is confronted with the Ebola Virus Disease –the most serious challenge to socio-economic development (so far not to political stability)
since the rebel war.
This is the context for the work of the EU Delegation to Sierra Leone. The
Delegation was established in 1976 - after the third ACP/EU Convention had
been signed in 1975 in Lomé - as a Delegation to the European Commission
in order to implement the European development policy. Development cooperation still dominates the Delegation’s agenda and budget resources with
€ 376 Million for 2014 to 2020. On the political side, the Delegation chairs the
meetings of the resident Member States and informs the non-resident Member
States - who also receive information including political reports and support for
their diplomatic-political activities in Sierra Leone such as bilateral visits of an
Ambassador to present credentials or conduct political talks. The Delegations
maintains close relations with the Government, Parliament and the various
state Commissions as well as the international community.

24 The author works at the Delegation of the EU to Sierra Leone in Freetown. The article below expresses
his private view and engages no one than him.
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The Opening of the
Lumley Beach Road,
9 May 2014 by EU
Ambassador and
the President, Ernest
Koroma
Another part of the Delegation’s work is maintaining relations to the press,
ensuring EU visibility when funding projects or launching programmes and
communicating EU policies through the media and outreach events such as
presentations of the EU in schools and in universities, film festivals, drawing
competition and European shelf. Vis-à-vis the host country the Delegation
is thus able to employ all instruments of the Commission (e.g. development
fund, energy facility) and the EEAS (e.g. in the areas of diplomacy, democracy,
human rights) as well as build on the Member State’s bilateral relations. The
Delegations are usually well set to implement what has become known as the
comprehensive approach of the European Union.
“The Hour of Europe has come” this famous dixit of the Luxembourg Foreign
Minister Jacques Poos in 1991 at the onset of the Yugoslav succession wars is
a good starting point for reflections on the EU’s Foreign Policy. It is a simple
but crystallising phrase. It also means that European issues need European
solutions and that the European Union should build up the necessary means
to this end. Poos was ahead of his time. In 1991 foreign policy was still limited
to coordination among Member States in a restricted area. The Europeans had
first to go through the humiliating experience to see another power bear the
brunt of the efforts to stop the fighting and finally broker the peace deal. This
contributed to the acceleration of putting in place structures for the European
foreign and security police. Britain and France issued the historic St Malo
declaration, in December 1998, that it was necessary for the EU to develop the
capacity for autonomous action, backed up by credible military forces, the means
to decide to use them, and a readiness to do so in order to respond to international
crisis. Poos was right with one thing – the Balkans is the birthplace of the EU
foreign policy.
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EU Foreign policy has three main components – the Common Foreign and
Security Policy (CFSP), the external policies of the European Commission and
the national foreign policies of the Member State. The latter are free to define
the content and the ambition of their foreign policies, but are bound by the
Treaty to support CFSP actively in a spirit of loyalty and solidarity and to refrain
from any action contrary to the interest of the Union. This fragmented structure
is the strength and the weakness of the European Union’s foreign policy.
National foreign policies were the norm and often fiercely directed against each
other. Europe was haunted by a record of warfare and strife by generations and
generations. For centuries war and violence had been the extension of politics
with other means as a way to settle difficult matters once and for all – in nearly all
cases only for a while. The theory of the Just War had its day, military priests were
in high demand and every side invoked heavenly support for their causes.
It is important to put things in perspective. I like the picture of the EU as a
princess seduced by the father of Gods. The Princess gave birth to King Minos
followed by other rulers, workmen, builders, artists, butchers, fishermen, sailors,
explorers, scientists and yes rulers and politicians. Europe was the continent of
the extreme, paradox and contradictions.
Of course God would stop the next war.
Ypres 28 June
2014: 100 years
on old enemies
stand side by
side, their troops
engaged in joint
exercises and
crisis management. Common
memorization of
a painful past. A
powerful symbol
of European
reconciliation.
The European Union was born, in 1950, with a strong appeal to unite for the
sake of peace. In 2012 the European Union was awarded the Nobel Peace Prize
for its efforts to reconcile a war torn-continent and build stable and peaceful
relations – for 70 years now. Beyond its own shores, Schuman also recalled,
already in 1950, the contribution a united Europe could make to world peace.
69

It took longer than he would have expected but the current instruments enable the Union to do just this – contribute to more stability and democracy in
certain parts of the world.
The European Union was built in concrete steps – common coal and steel
administration, common agricultural policy, single market, single norms, single
currency. A foreign and security policy was not part of the blueprint and developed only slowly. An attempt to establish a common political space and a
common defence – in the form of a European Political Community (EPC) and a
European Defence Community (EDC) – died a silent death in Paris in 195425 and
the European project concentrated on the economic domain. Intergovernmental
structures should henceforth rule Foreign and Security policy. As a result of the
failure of the European Defence Community26 countries created the Western
European Union (WEU) in 1954. The three objectives were European economic
recovery, assistance to each other in resisting any policy of aggression and promotion of European integration. The WEU was a sleeping body until the Yugoslav
wars. Then it defined the so-called Petersberg tasks to deal with humanitarian
and rescue tasks, peacekeeping and tasks of combat forces in crisis management,
including peacemaking. The Petersberg tasks and the defence clause were incorporated into the EU’s CFSP and the WEU was dissolved itself in 2011.
With the growth of its economic weight and closer integration in other areas,
there was recognition of the need to coordinate foreign and security issues and
make the European voice heard. Heads of State and Government met, outside
the Community framework, first loosely, then as an informal forum called
European Council, and discussed the foreign policy issues of the day. Ministers
eventually decided, in 1970, to set up a coordination and consultation forum
on foreign policy – the European Political Cooperation, equally abbreviated
EPC, strictly intergovernmental, outside the Community framework.
The EPC was an important first step in establishing the machinery with
regular ministerial and senior officials meetings that came to run EU Foreign
Policy and in 1987, the EPC received a Treaty base, Article 30 of the Single
European Act. The integrationist European Political Community had died a
silent death in Paris in 1954 but reappeared pragmatically and intergovernmental as the European Political Cooperation in 1970 - the EPC is dead, long
25 Complementing European integration - of which the coal and steel community was a first step to
a European federation (Schuman) - by a common European Army and common political structures
less than ten years after the second Word War were daunting ideas and convincing enough for all six
participating countries to conclude negotiations and sign the EPC/EDC Treaties and for all to ratify
them – all but one. The French Senate refused to deal with the issue and on 30 August 1954 voted
a resolution to postpone the ratification sine die. This was the end of the EPC and the EDC projects.
The ensuing functional approach – building the Union in concrete cooperation as– did not apply to
Foreign and Security Policy.
26 The WEU was an extension of the Brussels Treaty signed in 1948 between the Benelux, France and
UK and extended to Italy and Germany. Spain and Portugal joined in 1990 and Greece in 1995.
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live the EPC! - and then as the Common and Foreign Security Policy conceived
in 1989/199027. Its mandate is wide and ambitious: it covers “all areas of foreign
and security policy, including the framing of a defence policy which might lead to
a common defence”.
Its objective is mentioned in Article 2 of the EU Treaty, namely to “uphold
and promote its values and interests and contribute to the protection of its citizens.
It shall contribute to:
– peace,
– security,
– the sustainable development of the Earth,
– solidarity and mutual respect among peoples,
– free and fair trade,
– eradication of poverty and
– the protection of human rights, in particular the rights of the child, as well as to
the strict observance and the development of international law, including respect
for the principles of the United Nations Charter”.
When implementing the CFSP the Union is guided by principles based on
mutual political solidarity among Member States and the achievement of an everincreasing degree of convergence of Member States’ actions. This is the intergovernmental equivalent to community principle of creating an “ever-closer Union”.
In the official 50-year European Economic Community declaration in 2007 the
European Union expressed commitment to the peaceful resolution of conflicts
in the world and to ensuring that people do not become victims of war, terrorism
and violence; to promote freedom and development in the world and drive back
poverty, hunger and disease and to stand up for liberties and civil rights also in
the struggle against those who oppose them. Racism and xenophobia must never
again be given any rein.28
The Common and Foreign Security Policy has its own procedures and is
based on consensus among the Member States. The three pillars were eventually lost along the way in 2007 in Lisbon but the CFSP kept separate features.
What changed from EPC times was the defence dimension and a growing tool
box. The creeping Europeanisation of foreign and security intensified trough
close consultation in the Foreign Affairs Council, the Political and Security
Committee and 20 geographical and thematic CFSP Working Parties29 where
Member States’ representatives meet once, twice or three times a week. Most
27 The CFSP formally entered into force in November 1993 as the second pillar of a three pillar European
Union structure under the Treaty of Maastricht.
28 http://europa.eu/50/docs/berlin_declaration_en.pdf
29 In order to develop the CFSP’s thematic and geographical policies, e.g. on the Balkan countries, on its
Southern and Eastern Neighbourhood, on the Africa Pacific and Caribbean states, on non-proliferation,
on promotion and protection of human rights and support to democracy, on conflict prevention, peace
building and mediation.
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important, they are constantly based in Brussels, know the family of their colleagues, have children in the same school and go to the same bars, the same
beach and the same sport clubs. This creates strong bonds and a real approximation / comprehension of and for national positions.
Partly building on the acquis of the Western European Union, the Common
Foreign and Security Policy, in particular its security branch – the European
Security and Defence Policy – increased steadily its tool box and resources from
common positions and common actions under the Maastricht Treaty to conflict
prevention instruments, the Military Staff to serve the Military Committee, ESDP
security operations and battle groups. The build-up should also ensure more
coherence and consistency (the key words for the CFSP) between the national
foreign policies, the external relations under the Commission’s competencies and
the CFSP. In 2003, the EU adopted its own security strategy. Member States with
advanced defence policies are allowed to set up a permanent structured cooperation covering defence capabilities and commitments / objectives of their armed
forces. The Lisbon Treaty inserted a solidarity clause “if a Member State is the victim
of an armed aggression on its territory the other Member States shall have towards it
an obligation of aid and assistance by all means in their power”. Overall the European
Union deployed 33 European Security and Defence Policy missions around the
globe, ultimately in order to stabilise fragile situations, end conflict or prevent
conflicts from happening. 11 civilian and five military missions are ongoing, nine
of them in Africa. The missions are
established at the proposal of the
High Representative who may
suggest the use of both national
resources and Union instruments.
Some are extremely successful.
One of the first missions was to
Aceh, Indonesia, and ended the
conflict on the peninsula. The
maritime mission Atalanta has
drastically reduced piracy in the
Gulf of Eden. The rule of law mission in Kosovo has helped stabilise
authorities in Pristina.
Graphic: the existing 16 ESDP
missions, of which nine take
place in Africa
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In 2010 the EU set up its own diplomatic service, the European External
Action Service, which compares to the national level as the EU’s integrated
Foreign and Defence Ministry. As of June 2014 3.500 people worked for the
Service, 1500 in Headquarter, the rest in one of the 139 Delegations. The EEAS
basic idea is to strengthen coherence and consistency (again coherence, consistency!) of Foreign and Security Policy and coordinate all activities with an
external dimension such as development, energy, enlargement, environment,
research and climate change. The EEAS is a typical in the EU’s institutional architecture. It is not mentioned in the Treaty as an institution but has a Secretary
General and a board to support the High Representative. Under the guidance
of the High Representative of the Union for Foreign Affairs and Security Policy 30
(in short HR/VP or only HR) the External European Action Service is developing
and implementing policies in areas of foreign and security policy, coordinating
the EU’s external relation and coordinating the positions of the 28 Member
States in the CFSP Working Parties, the Political and Security Committee and
the Foreign Affairs Council. The High Representative has four major tasks – Vice
President of the Commission and thereby Head of the Commissioners with
external competencies, Chair of the Foreign Affairs Council (where the HR
chairs 28 Foreign Ministers), Chair of the European Defence Agency (where the
HR chairs 28 Defence Ministers) and High Representative implementing the
foreign and security policy decisions of the Council. The HR is also the CFSP’s
spokesperson and is, supported by the EEAS, implementing the decisions of
the FAC (which it chairs).
The first E in European External Action Service stands for a growing
Europeanisation of foreign and security policy expressed by the Treaty, Council
conclusions but more importantly by the daily discussions, debates and decisions; e.g. on conclusions, on a EU statement in one of the many third country
Council meetings, on a position towards a decision of a third country; on
sanctions; on staffing issues such as EU representatives in UN bodies or the EU
Special Representatives; on agreements such as anti-terror agreements or the
CFSP part of mixed agreements; on member states’ recognition policy for new
countries. While it might not always be possible to find a common position or
solution the debates clearly approximate positions and facilitate decisions. It
is left to the Chair to decide at what point to press for a common decision and
at what point to refer to a higher fora or just let it go – knowing that too much
30 The European Union Treaty spells out that the High Representative of the Union for Foreign Affairs
and Security Policy shall chair the Foreign Affairs Council, shall contribute through proposals towards the
preparation of the common foreign and security policy and shall ensure implementation of the decisions
adopted by the European Council and the Council. According to Article 13 of the Treaty the High
Representative shall represent the Union for matters relating to the common foreign and security
policy, conduct political dialogue with third parties on the Union’s behalf and shall express the Union’s
position in international organisations and at international conferences.
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pressure could be counterproductive and reinforce differences.
The second E stands for the wide range of external relations – both in thematic
and in geographical terms - the European Union has developed in the course
of its history. The EU has opened offices – as early as 1954 - and delegations
in numerous countries31 and has been establishing diplomatic relations with
almost all countries and international organisations in the world. Currently
there are 139 EU Delegations – formerly called Delegations of the European
Commissions - accredited to third countries and international organisations.
Since 2011 they are in all but name EU embassies and cover all aspects of
external relations. As the EEAS has replaced the rotating Council Presidency
in foreign affairs the delegations are effective in the lead regarding the coordination of the EU family in third countries. As part of its diplomatic function,
a Delegation is engaging with the host countries institutions and the other
diplomatic missions and representing the EU towards local authorities, e.g. in
demarches and outreach. The extent of the leadership provided depends on
the standing of the Delegations and its relations to Member States’ embassies.
The EU Delegations also play an important role in promoting a comprehensive
approach in the third countries they are accredited to. In most cases the Most
Delegations will have good expertise, contacts and overview due to a large
portfolio in non-foreign policy issues – f.e. development issues in case of ACP
countries and the enlargement agenda in case of pre-accession countries. They
are convening meetings, drafting Head of Missions reports and are providing
services for MS, in particular those who are not resident. Communicating EU
policies in the media and ensuring visibility through outreach events should
ideally be pursued together with Member States’ embassies.
The A stands for an active and thereby comprehensive foreign and security
policy which pulls all available instruments and all stakeholders. Thereby, the
EEAS is spearheading the EU’s comprehensive approach - to bring together all EU
31 The European Community for Coal and Steel set up foreign missions as offices of the ECSC to
Washington in 1954, to Latin America (in Santiago) and to London. Soon after its creation in 1957 the
European Commission’s development secretariat-general opened offices led by resident contrôleurs
technique and contrôleurs délègues in 21 African countries (the first office opened in Chad in 1966) in
order to implement Community aid granted to ACP countries through the new European Development
Fund. Offices were also opened in Washington, Geneva and Paris at the OECD. These missions were
non-diplomatic with restricted mandates and minimal political profile.
The Lomé Convention 1975 increased the range and profile of the ACP cooperation and created delegates
who would represent the Commission as a whole and run delegations of the European Commission.
More delegations opened in APC area and in the Mediterranean countries, in Bangkok, Dehli and Caracas
and in New York (UN) in the following years. Already by then their task was to encourage coordination
and cooperation with Member States’ missions. They were run in the first years by a Belgian association
called European Agency for Cooperation (EAC), created in 1964 by the development s-g to manage the
Commission’s Foreign Legion. In the 1990s delegations opened from the Czech Republic to Kazakhstan,
later also in the Balkans. They had to administer the Phare, Tacis and IPA assistance programmes,
coordinate the application of the EU acquis and provide information on the Union.
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institutions and all member states, their assets and instruments in areas such as
diplomacy, conflict prevention, ESDP operations, human rights, humanitarian
aid, trade, energy, and research and development cooperation32.

The EU
Delegation
running in
Freetown, 26
April 2014. 28
runners one for
each MS
Modern foreign policy demands expertise in various non-classical areas,
going beyond the classical and essential areas regarding the promotion of
democracy, the rule of law, good governance and respect for human rights.
E.g. in West Africa, fishing, maritime administration, resource management in
the extractive industries are one of the most burning issues and have wide
political ramifications. They are therefore central elements of the EU’s Gulf of
32 The EU’s engagement in Somalia is a good example of how the EU tackles all dimensions of a crisis
using a ‘comprehensive approach’. Piracy off the coast was sky-rocketing, the Al Shabab militia had
pushed the Somali government to the brink of defeat and millions were facing destitution. Today,
after a comprehensive effort co-ordinated by the EEAS, which has involved both CFSP and non-CFSP
measures such as a maritime and a training mission, diplomatic engagement, assistance to Somalia’s
neighbouring states, as well as humanitarian assistance, the picture has completely changed. There
has been a 95 per cent drop in the incidence of piracy off the country’s coast. The Somali government
has been able to push back the militias and reconstitute itself as a democratic body for the first time
in the country’s history. Development is reaching the majority of Somalis and the region is now better
equipped to deter, capture and try pirates.
Mali is another manifestation of the EU’s comprehensive – and successful - engagement. Even before
the Malian coup d’état in spring 2012 and the loss of northern Mali to Tuareg and the jihadist forces,
the EU developed an integrated regional strategy to the Sahel region aimed at fighting terrorism and
ensuring stability and lasting development in this crucial part of Africa. In order to react rapidly to the
French deployment of forces and the changing nature of the Malian situation, the EU then sped up
the deployment of a European mission to reorganise, train and advise the Malian armed forces (EUTM).
It encouraged and helped the Malian authorities to develop a roadmap to restore democracy and
pursue national reconciliation; and it offered a renewed and adapted package of development and
humanitarian aid. The EU supports ECOWAS and the African Union in a deployment of a peacekeeping
force to help maintain stability in Mali, until a UN peace-keeping operation was in place. Progress will
rely on the Malian authorities.
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Guinea Strategy, adopted in March 2014 which calls on all MS to contribute
to building capacities and fighting international crime at high sea. Another
example is Water diplomacy which must be part of any sensible foreign policy
in the Middle East or the Sahel Zone. And Energy is one of the main issues in
the EU’s relations with the Russian Federation. The same goes for global issues
such as migration, research and climate change. Other examples are support to
developing countries in their fight against poverty and sustainable economic,
social and environmental development; preparation for accession; more measures aimed at establishing an area of stability, prosperity and good neighbourly
relations at the EU’s external borders. One of the EEAS key divisions is the one
on global issues that helps coordinate EU actions and responses together with
specialised departments in the Commission and the Member States’ foreign
ministries.
The EEAS is well set to bridge the gap between classical foreign policy (which
counts for only 3,8% of the budget of EU foreign relations) and external relations by coordinating actions of the Commission and the Member States. To
assemble all stakeholders – which often includes also third parties - the EEAS
offers a platform for developing common strategies such as on Sahel, Horn of
Africa and the Great Lakes, joint task forces such as on Egypt, Tunisia, Jordan and
joint crisis platforms. These instruments are essential for pooling instruments
and increasing the Member States sense of ownership over EU foreign policy.
The S stands for the supportive role the EEAS plays for the Council, the
Commission and the European Council. It services the Foreign Affairs Council
and provides input to the external dimension of the work of other Council formations; it helps the Commission conduct meetings with neighbourhood countries; it provides the notes for the meetings of the President of the European
Council with third countries. Nevertheless, in reaching out the Member States
and the institutions, there is still work to do to strengthen relations. The EEAS
cannot succeed without the confidence and the trust of the Member States.
The EU foreign policy cannot be effective without their support and back up.
The CFSP commits Member States merely to pursue certain objectives together and to support the interest of the Union but leaves them free to decide
whether there is an interest in the first place33 and the level of ambition of the
Union interest. The Maastricht and subsequent Treaties place certain duties on
Member States to uphold and defend the Union position and interest but this
33 There was no clearly formulated interest in case of Iraq 2003, and the EU lost credibility. It learned
its lessons in the Georgia crisis in 2008 where an effective interplay between Council in Geneva and
on CSDP as well as the Commission helped muster a strong EU response. The same goes for the
neighbourhood policy or the regional policies in Africa. Kosovo is a particular point. Member States
drew different interpretations from the Declaration of Independence but all agreed that Kosovo
should have a European perspective, a Stabilisation and Association Agreement and support for its
socio-economic development.
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is not necessarily enough to agree on a Union position34.
Member States should be engaged in the CFSP and Union policy as much
as possible. This also helps avoid the adoption of national policies without
coordination with the EEAS or imposition of national agendas. Increasing
coherence and ownership, the High Representative has tasked national ministers to represent her abroad – in visits and in conferences - and deliver the
EU message on her behalf. In this case the supportive notes for the national
ministers should be prepared by the EEAS and the EEAS should be part of the
mission. The Commission retains important powers which are at the heart of a
modern foreign policy – energy, climate, trade, research, development, water
etc. Enlargement, a hybrid between foreign and European policy, is conducted
by the Commission with a strong link with the EEAS which should develop
more competencies in these areas and strengthen systematic cooperation
and coordination with the Commission – reinforcing the idea that the High
Representative functions io ipso as the Vice President of the Commission and
could therefore regularly coordinate Commissioners with important external
dimensions portfolios.
Elaboration, design and implementation of a coherent and effective foreign
and security policy need teamwork between all EU Member States and the
European Institutions whereby each contributes to the development of the
EU’s foreign dimension. The EEAS is reflecting the teamwork approach in its
institutional set-up, coordinating - as the hub of the EU foreign and security
policy - the input of each stakeholder and ensuring that all deliver the same
message rather than speaking with one voice.
Foreign Policy needs resources. External relations of the EU are grouped
together under the heading “Global Europe” which represent 5.8% or € 8.325
million of the EU’s 2014 budget, 6,12% over the full MFF period. Illustrating
the fragmentation of foreign and security policy this covers the specialised
Instrument for EU actions (Instrument for Stability, Instrument for Partnership
and the European Instrument for Democracy and Human Rights – 7.4%), the
Development Cooperation Instrument (28%), the European Neighbourhood
34 Member States shall coordinate their action in international organisations and at international
conferences. They shall uphold the Union’s positions in such forums. The High Representative shall
organise this coordination.
In international organisations and at international conferences where not all the Member States
participate, those which do take part shall uphold the Union’s positions.
Member States which are also members of the United Nations Security Council will concert and keep the
other Member States and the High Representative fully informed. Member States which are members of
the Security Council will, in the execution of their functions, defend the positions and the interests of the
Union, without prejudice to their responsibilities under the provisions of the United Nations Charter.
When the Union has defined a position on a subject which is on the United Nations Security Council
agenda, those Member States which sit on the Security Council shall request that the High Representative
be invited to present the Union’s position.

77

Policy (26%), CFSP (3.8%) and the Instrument for Pre-Accession (19%). The
CFSP budget as such covers only 3, 77% or EUR 314 million of Global Europe
or 0, 22% of the overall budget and this is not likely to change. The last years
were devoted to strengthening the economic response to the financial crisis
and left little space and money to foreign policy. This could partly change with
the slow pick-up of growth and a (still fragile) economic recovery. But the last
budgets and the financial framework for the years to come still reflect austerity
and the overall 2014 budget is 6% lower than in 2013, the Global Europe part
11, 8% lower and the CFSP budget 20% lower.
EU Budget regarding external relations (in million €, in current prices)
2013

2014

2015

2016

2017

2014 to 2020

152.091

142.640

146.483

150.217

154.397

1.082.555

EDF

3.152

4.187

4.318

4.463

30.506

EDF share

2.21%

2.86%

2.87%

2.89%

2.82%

Total

Global Europe

9341

8325

8749

9143

9432

66.262

Share of Total

6.14%

5.84%

5.97%

6.09%

6.11%

6.12%

396

314

CFSP share GE

4.24%

3.77%

CFSP share of Total

0.26%

0.22%

CFSP

One important instrument for the CFSP is the Instrument for Stability,
renamed Instrument contributing to Peace and Stability, in the area conflict
prevention, crisis management and peace building. Crisis response projects
under the Instrument for Stability focus on a wide range of issues, such as support to mediation, confidence building, interim administrations, strengthening
rule of law, transitional justice, civilian expertise for peace-building activities
or the role of natural resources in conflict. The Instrument should help the EU
build international, regional and national capacity to address pervasive transregional and global threats, for instance develop early-warning systems, provide
mediation and reconciliation services, address inter-community tensions and
improve post-conflict and post-disaster recovery.

Global Europe in the Multi Annual Framework 2014 to 2020, all amounts
in €
Instrument for Pre-accession Assistance (IPA)

11,699 million

European Neighbourhood Instrument (ENI)

15,433 million

Development Cooperation Instrument (DCI)

19,662 million

Partnership Instrument (PI)
Instrument contributing to Stability and Peace (IfSP)
European Instrument for Democracy & Human Rights (EIDHR)

955 million
2,339 million
1,333 million

Instrument for Nuclear Safety Cooperation

225 million

Instrument for Greenland

184 million

EDF

78

30,506 million
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CHAPTER II
ECONOMIC CHALLENGES AND PERSPECTIVES
FOR THE EU AND THE COUNTRIES IN SEE AND
BLACK SEA REGION

80

81
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European Studies Department at the Sofia University. He is
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 16 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.
Dr. Simeonov has more than 60 publications in different fields of the EU affairs,
including four books and one manual for students as co-author. He has also experience in EU funded projects and programmes in Bulgaria, Kosovo, the northern part
of Cyprus, Bosnia and Herzegovina, Turkey, Macedonia, Azerbaijan, Montenegro
and others.
1. Introduction
The economic and financial crisis from 2007-2008 revealed many weaknesses
of the financial system and of the banking services in particular. Systemically
important banks and other financial institutions in many EU Member States
needed special assistance and funding from the state budget in order to survive the difficult times and to expect to become more vital in the near future.
Providing such public support to these financial institutions in some Member
States increased the public debt in those countries and in practice aggravated
also the government debt crisis. Another problem was the fact that the taxpayers have paid the price of the non-prudent policy and the risky activities of the
credit institutions and investment firms.
The financial crises and the latest developments threatened the smooth
functioning of the EU Internal Market not only on financial services but also in
relation to the real economy. The business experienced the paradox that instead
of fulfilling its role of financial intermediary for providing financial sources and
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opportunities for investments to the real economy, the financial sector became
a source for problems and constraints to the real business.
The reforms at EU level of the financial sector and especially on the banking
sector focused on different aspects. Two of the most important elements of
these reforms that are interrelated are:
zz the establishment of the Banking Union and
zz the introduction on EU level of harmonised requirements for national resolution of banks and investment intermediaries.
A substantial element of the Banking Union is the creation of the Single
Resolution Mechanism. It will be built also on the progress achieved in relation
to the establishment of the national resolution mechanisms. This paper will
present the establishment of the Banking Union and in particular its second
element – the Single Resolution Mechanism.
The next section will provide some brief information in relation to the creation and the elements of the Banking Union. The section afterwards will present
the legal framework for the national resolution mechanisms. The following
section will provide more detailed information about the Single Resolution
Mechanism. The last section will conclude.
2. Establishment of the Banking Union
The establishing of the Banking Union is considered as one of the major
reforms that shall lead to a more stable and prosperous Internal Market. This
reform is also part of the accomplishment of a genuine and more developed
Economic and Monetary Union.
The idea for the establishment of the Baking Union was first officially 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 the next day – on 31
May 2012.
The goal 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 creation of the Banking Union was also elaborated as a necessary
reform in the final Report for achieving a genuine EMU of the President of
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the European Council35 as well as at the Blueprint concept document of the
European Commission.36 The Banking Union is also at the centre of the reforms
that shall lead to a more integrated financial framework.
In general the idea for Banking Union contains five main pillars (elements):
1. Single Supervisory Mechanism
2. Single Resolution Mechanism
3. Single Deposit Guarantee Scheme (or common rules for bank deposit
guarantee schemes)
4. Development of the Single Rulebook for financial services.
5. Common Fiscal Backstop
The elements of the Banking Union are also presented in the figure below.
In the figure the third element for the establishment of the Single Deposit
Guarantee Scheme is placed after the Single Rulebook as this element is not
developed yet to the necessary level. The reasons for that as well as the role
of the common fiscal backstop will be also explained in this section. The grey
colour of the graph means that these are elements and issues that shall be
further developed and strengthened in order to finalise the structure of the
Banking Union.37 The abbreviations below represent the European institutions
that have the main role under each of the elements of the Banking Union.
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Figure 1: Establishment of the Banking Union
The Single Supervisory Mechanism (SSM) 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
usually by the national central banks or other form of national supervisors)
to supranational European level - performed by the European Central Bank
(ECB) in cooperation with the national supervisors. The mechanism is focused
35 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.
36 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.
37 Some analysts does not consider the rules on common fiscal backstop as an element and integral part
of the Banking Union but in fact the rules from the European Stability Mechanism are also interrelated
with the other Banking Union rules.
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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 final agreement slightly
modified that approach. The design of the Single Supervisory Mechanism provides 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 over around 130 banking
groups that represent about 85% of the banks’ assets in the Euro area.
The aim of direct oversight and supervision of the systemically important
banks in the Banking Union 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 Single Supervisory Mechanism needed a comprehensive assessment of
the banks including an asset quality review and stress tests. It is expected the
start of the ECB full functions and responsibilities to take place on 4 November
2014. The legal base for that mechanism is mainly the Council Regulation (EU)
No 1024/2013 conferring specific tasks on the European Central Bank concerning policies relating to the prudential supervision of credit institutions but
amendments to the European Banking Authority Regulation were also adopted
and further legal acts were adopted and amended.38
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 on 10 July 2013 a draft legal act for the establishment of the SRM
that shall complement the Single Supervisory Mechanism. According to the
European Commission, the Single Resolution Mechanism would ensure that
– notwithstanding stronger supervision by the ECB - if a bank subject to the
38 Council Regulation (EU) No 1024/2013 of 15 October 2013 conferring specific tasks on the European
Central Bank concerning policies relating to the prudential supervision of credit institutions, OJ L
287, 29.10.2013 and Regulation (EU) No 1022/2013 of the European Parliament and of the Council of
22 October 2013 amending Regulation (EU) No 1093/2010 establishing a European Supervisory Authority
(European Banking Authority) as regards the conferral of specific tasks on the European Central Bank
pursuant to Council Regulation (EU) No 1024/2013, OJ L 287, 29.10.2013.
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Single Supervisory Mechanism 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
Single Supervisory Mechanism in order to curb uncertainty and prevent bank
runs and contagion to other parts of the Euro area.
A newly established institution – the Single Resolution Board (SRB) will be the
main responsible institution for the resolution of the banks under the Banking
Union. The logic is that if the supervision shall be done by one institution (in the
case of supervision this is the ECB) and if supervision fails or something other
happens, the resolution of a bank to be performed by another single institution. The legal base for the establishment of the Single Resolution Mechanism
is Regulation (EU) No 806/2014 of the European Parliament and of the Council
of 15 July 2014 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 Resolution Fund.39 The Single
Resolution Mechanism shall start to be operational on 1 January 2016. Further
information on the Single Resolution Mechanism is provided in the fourth
section of this paper.
Another element for the establishment of the Banking Union is the development of the Single Rulebook for banking services. In comparison to the
Single Supervisory Mechanism and the Single Resolution Mechanisms that are
planned mainly 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 will concern all the 28 EU Member States comprising the
whole Single Market. The Single Rulebook is in fact the regulatory framework
that regulates the performance of banking activities in the EU Single Market.
The Single Rulebook comprises for example the adoption of the 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, etc.
39 Regulation (EU) No 806/2014 of the European Parliament and of the Council of 15 July 2014
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 Resolution Fund and
amending Regulation (EU) No 1093/2010, OJ L 225, 30.7.2014.
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A large part of the Single Rulebook is the regulatory technical standards
and the implementing technical standards proposed by the European Banking
Authority (EBA) and adopted by the European Commission (EC). The EBA issues also guidelines and recommendations for the banking institutions of the
whole EU-28 Single Market.
The establishment of the Banking Union mainly for the Euro area Member
States with some other Member States under close cooperation may jeopardise
the unity of the Single Market. Therefore, the fact that the Single Rulebook is
for the whole Single Market of EU-28 is a very positive element of the development of the banking services in the EU. However, there are still some treats
for the smooth functioning of the Single Market of banking services after the
establishment of the Banking Union.
The initial idea for the next element of the Banking Union was the establishment of a Single Deposit Guarantee Scheme in parallel to the Single
Supervisory Mechanism and the Single Resolution Mechanism. The Single
Deposit Guarantee Scheme shall be accompanied by a Single Deposit
Guarantee Fund – SDGF. Some analysts even suggested the establishment of
single authority for both the resolution and deposit guarantee phase. 40
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 undertaken.
The amendment of the common rules for bank deposit guarantee schemes
was done via Directive 2014/49/EU of the European Parliament and of the
Council on deposit guarantee schemes.41 Currently deposits of one depositor
in one bank are guaranteed to the sum up to 100 000 EUR.
The last element of the Banking Union is the establishment of appropriate
Common fiscal backstop. The idea of the whole Banking Union is that public
(fiscal) money is not anymore used for resolution and rescue of European banks
(that is why in the figure above the direction of the last box is vice versa the other
elements of the Banking Union). Therefore resolution and deposit guarantee
funds with money from the banking sector are collected. However, some crises
are global in their nature and they affect more than one or two banks. In such
a case there will be a need also of common fiscal backstop.
The establishment of the Single Supervisory Mechanism 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 for the Euro area will be the European
40 See: Schoenmaker, D. and D. Gros (2012), “A European Deposit Insurance and Resolution Fund. An
Update”, Duisenberg School of Finance, DSF Policy Paper Series No. 26, September 2012.
41 Directive 2014/49/EU of the European Parliament and of the Council of 16 April 2014 on deposit
guarantee schemes, OJ L 173, 12.6.2014.
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Stability Mechanism (ESM). The ESM will allow a direct bank recapitalisation.
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.42
The problem is that the European Stability Mechanism is designed only for
the Euro area Member States. The decision for a common backstop for the other
EU Member States outside the Euro area, including for those participating in
the Banking Union through the close cooperation mechanism, is still not found.
That is why this element of the Banking Union is also not finalised.
3. Development of bank resolution legislation at national level
Before analysing in more details the establishment of the Single Resolution
Mechanism as part of the Banking Union we will have a look on the rules that
were recently adopted in relation to the nation resolution mechanisms. These
rules are incorporated in Directive 2014/59/EU of the European Parliament
and of the Council establishing a framework for the recovery and resolution
of credit institutions and investment firms.43 This Directive shall be transposed
and implemented from 1 January 2015.
The principle that some financial institutions are “too big to fail” and may
endanger the soundness of other financial institutions and of the financial
system as a whole has also provoked substantial debates in the EU in the
recent years.44
42 See: EurActive (2013), “Ministers put straitjacket on bailout fund”, 21 June 2013.
43 Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014 establishing a
framework for the recovery and resolution of credit institutions and investment firms and amending
Council Directive 82/891/EEC, and Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/
EC, 2011/35/EU, 2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No 648/2012,
of the European Parliament and of the Council, OJ L 173, 12.6.2014.
44 The discussion of the issues of weak and problem banks has started many decades ago. The Basel
Committee on Banking Supervision has also paid attention to that subject: Basel Committee on Banking
Supervision (2002), “Supervisory Guidance on Dealing with Weak Banks”, Report of the Task Force on
Dealing with Weak Banks, March 2002. Another documents and researches that analyse these issues are
for example: Vienna Initiative (2013), “Observations on Bank Resolution Practices and the EU Proposal”,
Vienna, 9 January 2013; Michael Schilling (2012), “Bank Resolution Regimes in Europe – Recovery and
Resolution Planning, Early Intervention”, University of London - King’s College London, 25 August
2012; Valia S.G. Babis (2012), “EU Recovery and Resolution Framework: Financial Assistance between
Banking Group Members”, University of Cambridge Faculty of Law Research Paper No. 15/2012, 1 June
2012; McGuire, Claire L. (2011), “Simple Tools to Assist in the Resolution of Troubled Bank”, World Bank,
2011.
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Therefore, it was logical on EU and on global level to expect some important
new measures and rules in order to remedy the current situation or at least
to prevent to the maximum extent possible similar economic and financial
crisis in the future. One of these measures was the proposal in June 2012 by
the European Commission of a completely new Directive that shall establish
a framework for recovery and resolution of credit institutions and investment
firms. One of the main objectives of that recently adopted Directive 2014/59/
EU is the future difficulties and crisis situations to be managed, if possible, not
by the public money and the taxpayers, but mainly by the financial industry
itself, including by the shareholders and the creditors of the financial institutions and by the establishment of resolution funds that are finances by ex-ante
contributions from the financial institutions.
The Directive gives a substantial flexibility on the choice of resolution authorities on national level that shall be established pursuant to its provisions. The
resolution authorities may be the competent authorities for supervision for the
credit institutions and investment firms, the central banks, competent ministries
as for example the Ministry of Finance or other public administrative authorities,
including authority managing the deposit guarantee scheme. However, there is
a condition that Member States shall adopt rules and arrangements necessary
to avoid conflicts of interest between the functions of supervision or the other
functions of the relevant authority and the functions of resolution authorities
in accordance to the Directive. There is also an opportunity for the Member
States to establish completely new institution for the resolution functions that
did not existed before the transposition of the Directive.
Before continuing presenting the new Directive for recovery and resolution, let’s explain the different stages a credit institution may be exposed. Of
course, the two extremes are a credit institution in a perfect condition and an
institution with unaffordable problems that shall be liquidated and/or declared
insolvent. However, the life of a credit institution is very often accompanied by
other middle situations – the need for some minor or more complicated early
intervention measures or the need for more complex approach – a resolution
(restructuring) of the credit institution.
Furthermore for problem banks normal insolvency and liquidation procedure
may not be always appropriate. Therefore, the new framework for recovery and
resolution proposes a more diversified approach and stages for problematic
credit institutions as well as for investment firms. These stages are presented
also in the figure below. The three main stages for credit institutions and investment firms before insolvency shall be a) preparation and prevention, b) early
intervention and c) resolution. Only in the cases when no one of these measures
may bring concrete results, the authorities of the Member States shall opt for
the last stage of standard liquidation or insolvency procedure.
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Figure 2: Stages of resolution and liquidation of problem banks
The first stage in the recovery and resolution process is the prevention stage
during which an appropriate valuation and assessment of the potential risks of
the respective financial institution shall be done. This preparatory or prevention
stage requires also two specific plans to be elaborated and approved – recovery
and resolution plans.
The recovery plans shall be elaborated by the financial institutions themselves and they shall provide for measures to be taken by the management
of the respective institution or by a group entity in case a restoration of its
financial situation is needed following its significant deterioration. The competent authorities shall review those plans and assess the extent to which
each plan satisfies the requirements of the Directive. Member States shall
also ensure that the financial institutions update their recovery plans at least
annually or after change to the legal or organisational structure of the institution, its business or financial situation, which could have a material effect on,
or necessitates a change to the recovery plan. In specific case, the competent
authorities may require the financial institutions to update their recovery plans
more frequently.
In contrast to the recovery plans that are adopted by the financial institutions,
the resolution plans are elaborated by the resolution authorities, in consultation with the competent authorities, i.e. authorities that are competent for the
prudential supervision. According to the requirements of the future Directive,
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the resolution plan shall provide for the resolution actions which the resolution and competent authorities may take where the institution meets the
conditions for resolution, i.e. is in difficult situation. The resolution plan shall
take into consideration a vast range of scenarios. The resolution plans shall
be also reviewed, and where appropriate updated, at least annually and after
any material changes to the legal or organisational structure of the financial
institution in question, or to its business or its financial situation that could
have a material effect on the effectiveness of the plan.
If the prevention measures does not provide concrete results and there is a
problem in relation to the supervision on microlevel, therefore the competent
authorities shall pass to the second stage and shall implement early intervention measures. The early intervention measures shall be applied where a
financial institution does not meet or is likely to breach the requirements of EU
law on the taking up and pursuit of the business of credit institutions.
Some of the early intervention measures that supervision authorities may
apply are (the list is not exhaustive):
zz obliging credit institutions to hold own funds in excess of the minimum required level;
zz requiring the reinforcement of the arrangements, processes, mechanisms and strategies implemented to comply with good governance, organisation structure and internal capital rules;
zz requiring credit institutions to apply a specific provisioning policy
or treatment of assets in terms of own funds requirements;
zz restricting or limiting the business, operations or network of credit
institutions;
zz requiring the reduction of the risk inherent in the activities, products
and systems of credit institutions;
zz requiring credit institutions to limit variable remuneration as a
percentage of total net revenues when it is inconsistent with the
maintenance of a sound capital base;
zz requiring credit institutions to use net profits to strengthen the
capital base.
zz requiring the management of the institution to implement one or
more of the arrangements and measures set out in the recovery
plan;
zz requiring the management of the institution to convene, or if the
management fails to comply with this requirement convene directly,
the shareholders meeting of the institution, propose the agenda
and the adoption of certain decisions;
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zz requiring the management of the institution to remove and replace
one or more board members or managing directors if these persons
are found unfit to perform their duties;
zz requiring the management of the institution to draw up a plan
for negotiation on restructuring of debt with some or all of its
creditors;
zz contacting potential purchasers in order to prepare for the resolution of the institution.
In a case, where an institution may not be completely rescued through early
intervention measures or there is no time and prospect to apply such measures,
the financial institution shall enter in the next stage of resolution.
There are three main conditions for resolution according to the Directive that
shall be applied simultaneously. Member States shall ensure that resolution
authorities shall take a resolution action in relation to a financial institution
only if all of the following conditions are met:
a) the competent authority or resolution authority determines that the
institution is failing or likely to fail;
b) having regard to timing and other relevant circumstances, there is no reasonable prospect that any alternative private sector or supervisory action,
other than a resolution action taken in respect of the institution, would
prevent the failure of the institution within reasonable timeframe;
c) a resolution action is necessary for preserving the public interest.
The Directive on recovery and resolution of credit institutions and investment
firms set also some main general principles that shall govern the resolution
process. According to the provisions of the Directive, Member States shall ensure
that, when applying the resolution tools and exercising the resolution powers,
resolution authorities shall take all appropriate measures to ensure that the
resolution action is taken in accordance with the following principles:
a) the shareholders of the institution under resolution bear first losses;
b) creditors of the institution under resolution bear losses after the shareholders in accordance with the order of priority of their claims under
normal insolvency proceedings, save as expressly provided otherwise in
the Directive;
c) management body and senior management of the institution under
resolution are replaced, except in those cases when the retention of
the management body and senior management, in whole or in part, as
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appropriate to the circumstances, is considered to be necessary for the
achievement of the resolution objectives;
d) management body and senior management of the institution under
resolution shall provide all necessary assistance for the achievement of
the resolution objectives;
e) natural and legal persons are made liable, under civil or criminal law of
the Member State concerned, for their responsibility for the failure of the
institution;
f ) except where otherwise provided in the Directive, creditors of the same
class are treated in an equitable manner;
g) no creditor shall incur greater losses than would have been incurred if
the institution or entity had been wound up under normal insolvency
proceedings;
h) covered deposits are fully protected; and
i) resolution action is taken in accordance with the safeguards in the
Directive.
The logic of these resolution principles is that serious and harmonised EU
measures shall be introduced when the situation of the financial institution is
severely damaged. It is normal that the management, the shareholders and
the creditors of that financial institution shall bear the main costs related to
the resolution process.
The resolution constitutes an alternative to normal insolvency procedures
and provides means to restructure or wind down a bank that is failing and whose
failure would create concerns as regards the general public interest. In addition
to that, it is expected that the resolution should achieve similar results to those
of normal insolvency proceedings, while safeguarding financial stability and
limiting taxpayer exposure to loss from solvency support.
Only in the case when the resolution may not provide concrete results, the
normal liquidation and insolvency procedures shall apply. The normal liquidation of insolvent financial institution or of a part of it shall be done through the
standard insolvency procedures.
The resolution measures need to be financed. Usually the burden and the
resolution costs shall be shared between shareholders and creditors. However,
the shareholders and creditors sources might not always be sufficient and they
might have to be supplemented by additional funding in order, for example,
to provide liquidity to a bridge bank.
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Therefore a European System of Financing Arrangements is established. This
system shall consist of:
a) national financing arrangements established in accordance with the
Directive;
b) the borrowing between national financing arrangements;
c) the mutualisation of national financing arrangements in the case of a
group resolution.
The national financing arrangements are in fact the national resolution
funds that shall be established pursuant to the provisions of the recovery and
resolution Directive. The financing arrangements (resolution funds) shall be
used only in accordance with the resolution objectives and the principles set
out in the Directive. The Directive obliges the Member States to ensure that the
financing arrangements have adequate financial resources. The resolution funds
shall in particular have the power to a) raise ex ante contributions with a view
to reaching specific target level, b) to raise ex post extraordinary contributions
in case of need and c) to contract borrowings and other forms of support.
The second element of the European System of Financing Arrangements
is the borrowing between national financing arrangements, i.e. borrowing
between national resolution funds. According to the Directive, Member States
shall ensure that national financing arrangements under their jurisdiction shall
have the right to borrow from all other financing arrangements within the
European Union, in the event that the amounts raised under the first element
are not sufficient to cover the losses, costs or other expense incurred by the
use of the financing arrangements, and the ex-post extraordinary contributions
are not immediately accessible.
The third element of the European System of Financing Arrangements is
the mutualisation of national financing arrangements in the case of a group
resolution. The EU Member States shall ensure that, in the case of a group,
each national financial arrangement of each of the institutions that are part of
a group shall contribute to the financing of the group resolution.
4. Establishment of the Single Resolution Mechanism
The establishment of the Single Resolution Mechanism (SRM) has direct
link with both the creation of the Banking Union and the implementation of
the recovery and resolution Directive described above. The main responsible
institution within the SRM is the Single Resolution Board (SRB or the Board).
The Board shall be responsible for the effective and consistent functioning of
the SRM. The Regulation on the Single Resolution Mechanism was published
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in the Official Journal of the EU at the end of July 2014.45
As explained above, the Single Resolution Mechanism is the second element of the Banking Union that complements mainly the first of its elements
– the Single Supervisory Mechanism. All the participating Member States in
the Single Supervisory Mechanism are also participating Member States in
the Single Resolution Mechanism. These are mainly all the Euro area Member
States but also the other Member States that will participate through the close
cooperation procedures.
There is a direct link also with the recovery and resolution Directive 2014/59/
EU. The SRM Regulation is based on the main principles and rules established
by that Directive. At the same time the Regulation sets out the requirements
for single and unified mechanism for the resolution of credit institutions within
the Banking Union. It is prescribed in the SRM Regulation that where pursuant
to its provisions, the Single Resolution Board performs tasks and exercises powers, which, pursuant to Directive 2014/59/EU are to be performed or exercised
by the national resolution authority, the Board shall, for the application of this
Regulation and of Directive 2014/59/EU, be considered to be the relevant national resolution authority or, in the event of cross-border group resolution,
the relevant group-level resolution authority.
Similarly to the Single Supervisory Mechanism, the establishment of the
Single Resolution Mechanism does not mean that the Single Resolution Board
will replace fully the national resolution authorities. Both the SRB and the
national resolution authorities will have some powers and functions but the
overall responsibility of the Single Resolution Mechanism will lay down at the
Single Resolution Board.
The SRM Regulation specifies the tasks that shall still to be performed by
the national resolution authorities. They shall perform mainly responsibilities
for non-systemically important financial institutions, including:
zz adopting resolution plans and carrying out an assessment of
resolvability;
zz adopting measures during early intervention procedures;
zz applying simplified obligations or waiving the obligation to draft a
resolution plan in the cases specified in the EU law;
zz setting the level of minimum requirement for own funds and eligible liabilities;
zz adopting resolution decisions and applying resolution tools, pro45 This is the already cited Regulation (EU) No 806/2014 of the European Parliament and of the Council of
15 July 2014 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 Resolution
Fund and amending Regulation (EU) No 1093/2010, OJ L 225, 30.7.2014.
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vided that the resolution action does not require any use of the
Single Resolution Fund and is financed exclusively by some specific
tools and/or by the national deposit guarantee schemes;
zz writing down or converting relevant capital instruments.
However, if the resolution action requires the use of the Single Resolution
Fund, the Single Resolution Board shall adopt the resolution scheme. The
national resolution authorities shall inform the Single Resolution Board of the
measures that are to be taken by them and shall closely coordinate with the
Board when taking those measures. The national resolution authorities shall
submit to the Single Resolution Board the resolution plans they adopt for the
less significant institutions, as well as any updates, accompanied by a reasoned
assessment of the resolvability of the entity or group concerned.
Where necessary to ensure the consistent application of high resolution
standards under the SRM Regulation, the Single Resolution Board may further
to the notification by a national resolution authority of a measure undertaken
by it to issue a warning to the relevant national resolution authority. The Single
Resolution Board issues such a warning if it considers that the draft decision
by the national resolution authority with regard to any less important entity or
group does not comply with the SRM Regulation or with its general instructions.
The Single Resolution Board may also at any time decide, in particular if its warning is not being appropriately addressed, on its own initiative, after consulting
the national resolution authority concerned, or upon request from the national
resolution authority concerned, to exercise directly all of the relevant powers
under the SRM Regulation also with regard to such entities or groups.
Notwithstanding the above mentioned principles and requirements, participating Member States in the Banking Union may decide that the Single
Resolution Board shall exercise all of the relevant powers and responsibilities
conferred on it by this Single Resolution Mechanism Regulation in relation to
the all the relevant entities and groups. It is prescribed that Member States that
intend to make use of this option shall notify the Single Resolution Board and
the European Commission accordingly. This notification shall take effect from
the day of its publication in the Official Journal of the European Union.
The European Commission explains in one memo why there is a need of
Single Resolution Mechanism in addition to the rules for the national resolution authorities. It states that the recovery and resolution Directive 2014/59/EU
relies only on a network of national authorities and resolution funds to resolve
banks. The Commission explains that while this network is a major step forward
to minimising different national approaches and fragmentation of the Single
Market, it is not sufficient for Member States who share the common currency
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or are supervised by a single supervisor, i.e. the European Central Bank in the
Banking Union. A network of national authorities, even if coordinated at intergovernmental level, is not sufficiently operational in this respect.
According to the European Commission, compared to a mere network of
national resolution authorities, a Single Resolution Mechanism with a strong
central decision-making body in the form of Single Resolution Board as well
as a Single Bank Resolution Fund will provide key benefits for Member States,
taxpayers, banks, and financial and economic stability in the entire EU. The
Commission state the following reasons for its assessment:
zz Strong central decision-making ensures that resolution decisions
across participating Member States are taken effectively and quickly,
avoiding uncoordinated action, minimising negative impacts on
financial stability, and limiting the need for financial support.
zz A central body like the Single Resolution Board with expertise and
experience on bank resolution is able to resolve banks more effectively, and with more limited effects on taxpayers, than individual
national authorities with more limited resources and experience.
zz A Single Resolution Fund is able to pool more significant resources
from bank contributions and therefore protect taxpayers more effectively than national funds, while at the same time providing a
level playing field for banks across participating Member States.46
It is interesting that the legal basis for the SRM Regulation is Article 114 of
the Treaty on the Functioning of the European Union, which allows the adoption of measures for the approximation of national provisions aiming at the
establishment and functioning of the Single Market. However, the SRM will
not apply to all EU-28 Member States but only to those that are participating
in the Banking Union.
Therefore, as the European Commission is also pointing out, in order to
avoid any risk of legal challenges at the request of the Council, certain elements
related to the functioning of the Single Resolution Fund, namely the transfer
of the contributions collected by the national resolution authorities to the
Fund and the mutualisation of the financial resources available in the national
compartments, are regulated in an Intergovernmental Agreement between the
participating Member States. This Agreement complements the SRM Regulation
and is in consonance with the aim and objectives of that Regulation.

5. Conclusions
The establishment of the Banking Union and the adoption of the recovery
and resolution Directive are two of the most important recent reforms in the
European Union that aim to stabilise financial markets and bring back the consumer confidence. They both also aim at the minimising the costs of taxpayers
in relation to bank problems and failures.
The establishment of the Single Resolution Mechanism has direct link with
both reforms. It is an important element of the Banking Union and complements its Single Supervisory Mechanism. The functions and decisions of the
Single Resolution Board, similarly to those of the European Central Bank, will be
focused mainly on the most significant credit institutions or those with some
financial problems and shortfalls. However, the Board may also take or object
decisions of national authorities in relation to less significant institutions.
The Single Resolution Mechanism complements also the rules that are
adopted in the framework of the recovery and resolution Directive 2014/59/EU.
It establishes a unified approach for resolution procedures under the Banking
Union. The powers between the Single Resolution Board and the national
resolution authorities are properly addressed.
The establishment of the Banking Union as well as the Single Resolution
Mechanism aim to resolve the issue of “too big to fail” in relation to concrete
financial institution. However, it shall be highlighted that the regulation and
accomplishment of resolution of big credit institutions at European level makes
the responsibility of the Single Resolution Mechanism even more important.
The simple reason is that it became not only too big to fail but also too dangerous to fail.
Therefore the successful implementation of the Single Resolution Mechanism
is extremely crucial.

46 European Commission (2014) “A Single Resolution Mechanism for the Banking Union – frequently
asked questions”, MEMO/14/295, 15 April 2014.
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1. Introduction
According to the Lisbon Treaty (art. 8 TEU), the European Union is seeking to “develop a special relationship with neighbouring countries, aiming to
establish an area of prosperity and good neighbourliness founded on the values of the Union and characterized by close and peaceful relations based on
cooperation”.47 Consequently, in its neighbourhood the EU is involved in different form of cooperation and regional integration, implying specific institutional
agreements and instruments. Currently, the most part of EU neighbours are
covered by the European Neighbourhood Policy (ENP) both in South (under
the Union for Mediterranean Policy) and East (under the Eastern Partnership
Policy) but there are, as well, other neighbouring countries lying outside the
scope of ENP. Accordingly, Norway, Liechtenstein and Switzerland, are part of
European Economic Area, the Balkan countries (FYROM (2001), Albania (2006),
Montenegro (2007), Bosnia and Herzegovina (2008), Serbia (currently under
accession negotiation) under the Stabilization and Association Process, Turkey
is involved in an accession’s negotiation process and, last but not least, Russia,
is covered by a Strategic Partnership.
Each of these various forms of cooperation involves specific instruments,
procedures, objectives and generates particular dynamics and institutional
structures. Particularly, in its Eastern Neighbourhood the EU has promoted
two different approaches: the first one, within the European Neighbourhood
47 European Commission, COM(2004) 373 final, p. 5.

100

Policy (ENP) (since 2004) and Eastern Partnership (EaP) (since 2009) involves
the former Soviet Union’s states from Eastern Europe, respectively Belarus (border with Latvia, Lithuania and Poland), Ukraine (border with Poland, Slovakia,
Hungary and Romania), Moldova (border with Romania) and Southern Caucasus:
Azerbaijan, Armenia and Georgia (all these latter countries bordering different
former Soviet Union’s states, Russia included). The second approach, towards
Russia, the EU’s giant neighbour,48 appears in a more modest form, in the
framework of the Strategic Partnership, a form of cooperation specially created for Russia.
The paper will focus on the main economic objectives of the Eastern Partnership
in order to provide an assessment of this initiative at a time when our view on
the Eastern Europe Neighbourhood is suffering major amendments.
2. The Eastern Partnership – an instrument in search of a new identity?
The policies dealing with Eastern Neighbourhood (ENP and EaP) aim to
support political and socio-economic reforms in neighbourhood countries, to
facilitate approximation and convergence towards the EU and, as well, to support trade and mobility between EU and partner states. Certainly, the idea that
trade represent an important driver in fostering regional economic cooperation
and also in creating and maintaining peaceful relations among countries is
not a new one (see Jacob Viner, The Customs Union Issue, 1950). More recently,
Vanables (1999) distinguished between free trade agreements (FTAs) between
low-income countries, which tend to lead to divergence in member country
incomes and agreements between high-income countries, which tend to lead
to convergence. Consequently developing countries may be better served by
north-south than by south-south free trade agreements, because north-south
agreements increase their prospects for convergence with high-income members of the free trade area.49 Other authors (Maurice W. Schiff, L. Alan Winters,
2003) draw attention that positive effects of free trade agreements are present only when a regional integration agreement is between “relatively evenly
balanced partners” and “when the distribution of benefits from the regional
integration agreements is relatively equal”.50 Indeed, free trade agreements
concluded in the first part of 90s between the EU and countries from Central
and Eastern Europe had proved that these specific instruments could produce
benefits but, as well, costs, influence bilateral trade and foreign direct invest48 Russia, with its huge surface of 17.1 million squares kilometers, covers two continents, Europe and Asia
and has boundaries with 14 countries (Norway, Finland, Estonia, Latvia, Lithuania, Poland (via Kaliningrad
Oblast), Belarus, Ukraine, Georgia, Azerbaijan, Kazakstan, Mongolia, China and North Korea.
49 Anthony Venables, Regional Integration Agreements: A force for convergence or divergence ?, World
Bank, 1999, available on http://elibrary.worldbank.org/doi/pdf/10.1596/1813-9450-2260
50 Maurice W. Schiff, L. Alan Winters, Regional Integration and Development, World Bank Publications,
2003, p.192
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ments in different manners, their global effects being related mainly on the
efficiency of internal public policies. During the implementation of free trade
agreements, a process specific to deepening of economic integration among
parties, according to Wallace (1994, p.4) the ‘most striking phenomenon of
formal European integration has been the interpenetration of national administrations, with ministers and officials from different governments in close and
continuous contact”.51 As a result of this “interpenetration of national administrations”, national public policies become more or less efficient.
Coming back to the economic objectives of the EaP, respectively the creation of several FTAs which, finally, should converge into a genuine Economic
Community, the current paper will try to evaluate how far this form of regional
economic integration, respectively the creation of a real Economic Community
between the EU and countries covered by the Eastern Partnership, has gone
until now? As many authors considers, the main motivation for creating the
European Coal and Steel Community (ECSC) in 1951 and European Economic
Community (EEC) in 1957 was to reduce the threat of war in Europe (especially
between France and Germany). Comparable motivation might be found in the
creation of European Neighbourhood Policy (ENP) in 2004, its proclaimed
goal being to “promote a ring of well governed countries to the East of the
European Union and on the borders of the Mediterranean”. A few years later,
Eastern Partnership (EaP), launched in 2009, has have as aim the reduction of
political tensions between the two geo-strategic giants, the EU and Russia, in
a region which functions like a buffer. However, it should be mentioned that,
from the very beginning, Russia regarded with suspicion both policies (ENP
and EaP), considering them as a brutal attempt to invade its traditional “sphere
of influence”. Moreover, Vladimir Putin has named the “EaP as a zero-sum game
in which any step towards the EU represented a setback for Russia”.52 Why so
many suspicions from Russian side in the correct understanding of EU’s intentions in its Eastern Neighbourhood? Very shortly, in the framework of ENP, the
six EaP countries receive EU market access plus political and economic support
in return for their economic and democratic reforms but without any prospect
for EU membership. Certainly, conditionality interferes at different levels in this
process: for instance, the negotiation of a FTA requires that neighbours first
accede to the WTO, while the establishment of a ‘deep FTA’ is subject to the
neighbour’s acceptance of different EU regulatory standards. Finally, the EaP/
ENP financial assistance is subject of fulfillment of other objectives set out in
the EaP agreements.

One should observe that although conceived on the basis of previous EU
enlargements towards Central and Eastern Europe, both policies ignored the
EU membership perspective. Many authors consider this omission the main
deficiency of those policies, which promote rather vague objectives and an
ineffective methodology. First of all, the scope of the EaP is considered to
be formulated rather ambiguous, the participation in the EaP being not very
clear determined, neither by the EU interests nor by the neighbors’ aspirations
and holding on the rather empty concept of geographic proximity53. Moreover,
since the entire ENP methodology is coming from the previous enlargement
processes, this vague objective has little sense either for a country that do not
aim for a very close relationship with EU, like Azerbaijan, or for countries like
Moldova, Georgia or Ukraine, which consider that it promises too little.
Although criticized for not providing an enough attractive offer in terms of
prospective membership, in the relationship between EU and its Eastern neighbourhood, the ENP and EaP, through their economic goals, could provide the
necessary basis for subsequent developments (mainly, in the field of political
integration). Finally, each of the six EaP countries should have the right to decide
its own way of evolution. However, even if Russia’s fear that closer economic
cooperation between the EU and the six EaP countries could finally fracture its
traditional area of influence might be justified, its attempts to influence to any
costs and using different instruments (economic, military, politic, etc) political
decisions concerning the EU are not acceptable. European leaders have often
declared that signing an association agreement with the EU (like those signed
on June 27th 2014 with Georgia, Republic of Moldova and Ukraine) should not
put under peril relations with Russia, since European neighbours could have
at the same time good relations with the EU and Russia.
Further on, we detail the EaP’s main economic objectives in order to better
understand the EU aspirations in its Eastern Neighbourhood.

51 H.Wallace, in Maurice W. Schiff, L. Alan Winters, Regional Integration and Development, World Bank
Publications, 2003, p.192
52 Stephane Lehne, Carnegie Europe, 2014, available at http://carnegieeurope.eu/2014/02/04/timeto-reset-european-neighborhood-policy/h02l

53 Idem
54 European Commission, Communication from the Commission to the European Parliament and
the Council, Eastern Partnership, Brussels, 3.12.2008 , COM(2008) 823 final, {SEC(2008) 2974}, p.2-3
available on http://ec.europa.eu/europeaid/where/neighbourhood/eastern_partnership/documents/
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3. Towards a Neighbourhood Economic Community
The main concrete goal of the EaP, explicitly stated in the 2008 EC programming documents, was to provide “deeper integration” by encouraging
and supporting the EaP countries in “their political, institutional and economic
reforms based on EU standards, as well as facilitating trade and increasing
mobility between EU and partner states”. EC stated that “open markets and
economic integration are essential to the development of partners and to their
confidence in a growing partnership with the EU”.54
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At this moment, it is useful to remind the main characteristics of the Ballasa’s
model. According to it, there are several stages in a process of regional
integration55: (1) a free trade area, which abolishes tariffs and quotas; (2) a
customs union, which involves, in addition, common external tariffs vis-à-vis
non-members; (3) a common market, which removes also restrictions on factor
movements; and (4) an economic union, which harmonizes certain economic
policies, particularly macroeconomic and regulatory policies.56
For both ENP and EaP, on medium run, the leading economic objective
is the creation of a free trade area (FTA) and on long run of an Economic
Community (EC). In the EC’s vision, an Economic Community, respectively a
Neighbourhood Economic Community (NEC) should guarantee “the application
of shared regulatory frameworks and improved market access for goods and
services among ENP partners, and some appropriate institutional arrangement
such as dispute settlement mechanisms”57. The NEC represents, in fact, the logical
consequence of the creation of a FTA, since “the establishment of a network of
FTAs that can grow into a Neighbourhood Economic Community”.58
According to the European Commission (2003) “all the neighbouring countries should be offered the prospect of a stake in the EU’s Internal Market and
further integration and liberalization, to promote the free movement of – persons, goods, services and capital (four freedoms)”, the long-term goal being
“to move towards an arrangement whereby the Union’s relations with the
neighbouring countries ultimately resemble the close political and economic
links currently enjoyed with the European Economic Area”.59
A DCTA requires “the partners’ capacity to approximate to the EU acquis”
and grant them three of the four freedoms – free movement of ‘substantially
all’ goods, many services and capital60. We have to observe that the fourth freedom, free movement of persons, has largely been restricted to visa facilitation,
migration management and people-to-people exchanges (e.g. educational and
youth exchanges, mobility of researchers, civil society contacts), visa facilitation
eastern_partnership_communication_from_the_commission_to_the_european_parliament_and_
the_council_en.pdf
55 Article XXIV:5 GATT, which defines the types of regional integration exempted from the most-favored
nation principle, refers only to free trade areas and customs unions.
56 B. Balassa, The Theory of Economic Integration, Homewood: Richard D. Irwin, 1961, p. 2.
57 European Commission, Communication from the Commission to the Council and the European
Parliament on Strengthening the European Neighbourhood Policy, COM(2006) 726 final, Brussels, 4
December 2006, p. 5
58 European Commission, COM(2008) 823 final
59 European Commission, Communication from the Commission to the Council and the European
Parliament, Wider Europe – Neighbourhood: A New Framework for Relations with Our Eastern and
Southern Neighbours, COM(2003) 104, Brussels, 11 March 2003, pp. 10, 15.
60 European Commission and High Representative, Joint Communication to the European Parliament,
the Council, the European Economic and Social Committee and the Committee of the Regions,
“Delivering on a new European Neighbourhood Policy”, JOIN(2012) 14, Brussels, 15 May 2012, p. 12.
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and readmission agreements being negotiated separately from the association
agreements.
This following stage of economic integration between the EU and the EaP
countries should have as a model the European Economic Area (EEA), a form of
regional integration which since 1994 has extended the EU internal market to
some European Free Trade Association (EFTA) members (Iceland, Liechtenstein
and Norway). The EEA covers free movement of all factors (goods, services,
persons and capital) as well as cooperation in different areas, such as research
and development, education or the environment. The 2008 EC Communication
stated: “The EU and its partners may reflect on a broader regional trade approach establishing a Neighbourhood Economic Community, taking inspiration
from the European Economic Area where appropriate”.61 This kind of economic
community “would, in the longer term, offer full access to the single market. It
would require the partners to develop the capacity of their economies to be
able to fully withstand the competitive pressures of the single market and to
demonstrate not only a willingness to adopt all relevant elements of the EU
acquis, but also a capacity to implement them, with comparable standards
and practices. Substantially increased technical assistance and funding will be
needed to achieve this objective”.62
Let’s have a look now at the main “action points” in the process of creating a
“Neighbourhood Economic Community”, the final economic integration objective of both ENP and EaP. Thus, according to 2006 EC, this process of deepening
economic integration should follow three steps: “ (1) pursuit of a “deep and
comprehensive FTAs” approach for all ENP partners, including “behind the border” elements and liberalization of trade flows among partner countries, with
a certain level of asymmetry if appropriate, (2) enhanced support for reforms
and efforts to improve trade and economic regulatory environment and the investment climate, (3) strengthened economic integration and cooperation in key
sectors”. Ultimately, in the 2008 EC Communication, announcing the launch of
EaP initiative, six following moments were explicitly mentioned in this process
of deeper economic integration:
zz upgrading of contractual relations towards association
agreements;
zz negotiations to put in place deep and comprehensive free trade areas
with each country and greater support to meet the related requirements, leading to the establishment of a network of FTAs ;
zz the FTAs network can grow into a Neighbourhood Economic
Community in the longer term;
61 European Commission, Communication from the Commission to the European Parliament and the
Council, Eastern Partnership {SEC(2008) 2974}, COM(2008) 823/4, Brussels, 3 December 2008, p. 10
62 European Commission, COM(2008) 823 final, p.10
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zz progressive visa liberalisation in a secure environment;
zz deeper cooperation to enhance the energy security of the partners
and the EU;
zz support for economic and social policies designed to reduce disparities within each partner country and across borders.63
The main question to be raised is “In which manner should be negotiated
and implemented a FTA and, finally created a NEC?” Should all the EaP countries respect the same rules and receive the same support from the EU? The
answer may be found in EC documents (2006): in the process of negotiation
of a FTA “countries will gradually move in this direction at different speeds”,
although it is important “to give them all the same perspective”. The negotiation process “largely remains a bilateral approach between the EU and each
partner, in order to take account of the great differences between partner
countries’ situations”.64 From the beginning, the Commission has set out that
“the ambition and the pace of development of the EU’s relationship with each
partner country will depend on its degree of commitment to common values,
as well as its will and capacity to implement agreed priorities”.65
The two core principles of the European Neighbourhood Policy (ENP),
conditionality and differentiation, have been also maintained in the EaP, this
approach being used in different moments, such us during the conclusion
of bilateral agreements, allocation of financial aid and technical assistance,
access to EU programmes and agencies, etc. More exactly, the multilateral
framework of the Eastern Partnership was intended to “support progress in
partners’ bilateral relations with the EU, which will continue to be governed
by the principle of differentiation, developing according to the ambitions
and capacities of each”66. Therefore, the varying demand and supply of
(sectoral) integration is likely to lead to differentiated integration in the EaP
and beyond. Thus, the ENP ‘more for more’, a “differentiation plus approach”,
presented by the European Commission and the High Representative in May
2011, promises “a much higher level of differentiation allowing each partner
country to develop its links with the EU as far as its own aspirations, needs
and capacities allow”.67
63 European Commission, Communication from the Commission to the European Parliament and the
Council, Eastern Partnership {SEC(2008) 2974}, COM(2008) 823/4, Brussels, 3 December 2008, p.3
64 EC, COM(2006)726 final, p.5
65 European Commission, Communication from the Commission, European Neighbourhood Policy –
Strategy Paper, COM(2004) 373, Brussels, 12 May 2004, p. 8
66 European Commission, Communication from the Commission to the European Parliament and the
Council, Eastern Partnership {SEC(2008) 2974}, COM(2008) 823/4, Brussels, 3 December 2008, p. 8.
67 European Commission and High Representative, Joint Communication to the European Parliament,
the Council, the European Economic and Social Committee and the Committee of the Regions, ‘A New
Response to the Changing Neighbourhood’, COM(2011) 303, Brussels, 25 May 2011, p. 2.

106

4. Concrete steps in the creation of a DCFTA
The creation of a FTA represents only the first step in an economic integration
process and a deep and comprehensive free trade agreement (DCFTA) signifies the concrete tool to deep economic integration with ENP/EaP’s countries.
DCFTAs are part of bilateral association agreements and might be negotiated
only with those ENP countries members of the WTO and ready to support the
effects of far-reaching liberalization. A DCFTA cover substantially all trade in
goods and services as well as ‘behind-the-border’ issues.68
Table no.1 Main steps in the implementation of economic objectives of
the EaP
Negotiations
on Associations
Agreements

Armenia

started in July
2010

Azerbaijan

started in July
2010

Belarus

--

Georgia
Moldova
Ukraine

Negotations on
DCFTA

Vis a f a cilita tion and readmission agreements

Visa
dialogue

--

technical dialogue is under
way, but negotiations have not
started yet

--

--

--

--

--

does not meet
the precondition
for starting the
negotiations,
w h i c h i s W TO
membership
does not meet
the precondition
for starting the
negotiations,
w h i c h i s W TO
membership

started in July
2010
started in January 2010

should begin in
2011

came into force
in March 2011
came into force
in 2008

started in March
2007

Started in February 2008

came into force
in 2008

--

-started in
June 2010
started in
October
2008

Source: http://www.easternpartnership.org/content/eap-s-bilateral-dimension

68 European Commission, COM(2006) 726 final, op.cit., p. 4.
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Negotiations on the AA/DCFTAs with the four of six EaP countries, Moldova,
Georgia, Ukraine and Armenia were intensively observed and debated.
With Belarus, due to its domestic political situation, the EU did not ratify the
Partnership and Cooperation Agreement concluded in 1995 and therefore,
any bilateral agreement (and not even an Action Plan) is in place with this
country. On the other hand, Azerbaijan, as Belarus, is not member of WTO and,
as a result, it does not meet preconditions to start negotiations. However, for
Belarus and Azerbaijan the doors remain open, both countries participating
in different multilateral tracks of Eastern Partnership.
Georgia and Moldova, both with pro-EU governments, have eagerly rushed
to meet EU criteria, initiated Association Agreements and, during the Vilnius
summit in November 2013, progressed significantly in order to obtain a visafree regime with the EU. In the second part of 2013, Armenia and Ukraine
— two countries that traditionally have pursued a policy of balance between
the EU and Russia— withdrew from negotiations with the EU, turning towards
Moscow instead. Armenia, although EU made it clear that DCFTA with the EU
is not compatible with participation in custom arrangements with third parties, announced in September 2013 that it had chosen to integrate with the
Russia-led customs union. Two months later, Ukraine blocked progress towards
signing an AA with the EU in the very last moment of the negotiations, which
resulted in massive citizen demonstrations. The prolonged internal crisis which
followed, finally determined a change of government in March 2014. Currently,
as a result of recent changes, Ukraine is back on its EU path, especially after the
signing of the political part of the Association Agreement on 21 March 2014.
On 27 June 2014, Georgia, the Republic of Moldova and Ukraine finally signed
the Association Agreements with Deep and Comprehensive Free Trade Areas
with the EU. Although for the three countries the signing of these agreements
represents a historical moment and “a recognition of the significant progress
made over recent years and of their strong political determination to come
closer to the European Union […] their desire to live by the European spirit
and with European values”69 it should be said that it is only a first step in a very
difficult process of integration. The agreements are “the most ambitious the
European Union has entered into so far” but they “should not be seen as the end
of the road, but as the beginning of a journey on which the European Union
and these three partner countries are embarking together today”70.
First of all, agreements are not yet in force because they have to be ratified
by the EU28 member states and national parliaments, the moment being ex69 European Commission, Remarks by President Barroso at the signing of the Association Agreements with
Georgia, the Republic of Moldova and Ukraine signing ceremony, Brussels, 27 June 2014, available on http://
ec.europa.eu/commission_2010-2014/president/news/archives/2014/06/20140626_1_en.htm
70 Idem
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pected to be effective by the end of 2014. Secondly, once agreements will be
ratified their effective implementation will require political will, determination
and an unambiguous national consensus in favor of measures necessary. At
the moment of the signing ceremony, Jose M. Barroso, then President of the
European Commission, said that “no international agreement can ever replace
the momentum and political leadership within the country itself”.71
However, once these agreements come into force, they are expected to
positively affect the countries through trade creation and contribute to higher
economic growth and jobs. They can also have beneficial side effects, such as
reduced inflation due to higher competition and an improvement in the investment climate as the agreements should contribute to a more predictable and
business-friendly regulatory environment. For other countries (Azerbaijan and
Belarus), a more near-term objective is the successful completion of the negotiations for entry in the WTO.72 Nevertheless, what should be noticed is that concluding the AAs will not automatically lead to accelerate the Europeanization
of the EaP countries since on short term, the implementation of AAs might
produce active opposition to the EU as short-term costs will have to be paid
before the long-term benefits be noticed.73 EU‘s ability to positively shape the
Eastern Neighbourhood will depend greatly on its image and the level of
trust it enjoys in the partner countries. Thus, according to one of the latest EU
Neighbourhood Barometer74 only 41% of the EaP population has a total positive perception on the EU (42% in Moldova; Belarus and Azerbaijan with the
lowest level of trust in the EU). However, the expectations the EU will play a
greater role in the region are high and EU support for economic development
and trade but as well for human rights and democracy is very welcomed.
5. Some aspects of the trade policy between the EU and the EaP
countries
In order to better understand the impact of these FTAs on the EaP countries,
some considerations on specificities of the EU - EaP countries trade policy
appear more than necessary. The Eastern Partnership region is a very heterogeneous area in terms of size, economic structure, level of development
but, as well, from cultural, historical and geographical point of view. Being
71 Idem
72 European Commission, The EU’s neighbouring economies: managing policies in a challenging global
environment, European Economy, Occasional Papers 160, August 2013, p.38, http://ec.europa.eu/
economy_finance/publications/occasional_paper/2013/pdf/ocp160_en.pdf
73 European Integration Index 2013 for Eastern Partnership Countries, International Renaissance
Foundation in cooperation with the Open Society Foundations and Eastern Partnership Civil Society
Forum, 2014, p.10, http://www.eap-index.eu/sites/default/files/EaP_Index_2013_0.pdf
74 http://euneighbourhood.eu/wp-content/uploads/2014/05/PresentationENPIwave4_26032014.
pdf
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so diverse, effects of FTAs between the EU and EaP’s partners differ from a
country to country. In terms of commercial relations, most EaP countries enjoy
preferential access on the EU market, either under the Generalized System of
Preferences (GSP)75, the GSP+ or under the Autonomous Trade Preferences (ATP).
These commercial preferences are not reciprocal and are provided by the EU
to developing countries76. All EaP countries are eligible for GSP, except Belarus
(preferences were withdrawn in 2006 as a response to systematic and serious
violations of the core principles of the International Labor Organization). Three
EaP countries, Georgia, Azerbaijan and Armenia, are eligible for GSP +. Moldova
was formally removed from the GSP list as it became eligible for ATP preference
(above the GSP +) since March 2008. ATPs give Moldova unrestricted and dutyfree access to the EU market for all products originated from Moldova, except
certain agricultural products.
Currently, “over 80% of EaP country products effectively enter the EU market
without paying import duty”.77 There is particular situation under this average: Azerbaijan, for instance, virtually benefits of a zero duty-free because
energy products almost dominate its exports towards EU. On the other hand,
Ukraine pay duties on more products than any other EaP country because of
the structure of its exports, where “sensitive” products dominate. Moreover,
the Ukraine’s exports exceed 1% of the total GSP-covered import and its GSP
covered imports are not enough concentrated, preventing the country to be
classify as “vulnerable”.78 As a result, Ukraine could not benefit also from the
more generous scheme provided by the GSP+ system.
Currently, the level of tariff protection of the EU market is determined by
the EU Import Tariff Schedule, the eligibility for existing commercial preferences
(GSP, GSP +, ATP, etc), by bilateral agreements between the EU and EaP countries
and by the structure of country’s commodities. Consequently, due to the high
degree of tariff liberalization already applied in the commodity trade between
the EU and EaP countries, the natural focus in the DCFTAs talks is on non-tariff
barriers for trade with commodities and services and on other trade-related
topics like intellectual property rights, competition policy, state procurements,
75 The GSP is an autonomous trade arrangement through which the EU provides non-reciprocal
preferential access to the EU market. The system allows exporters from developing countries to pay
lower duties on some or all of what they sell to the EU. It envisages duty-free access for non-sensitive
products, and a reduction in import duties for sensitive products. See details at http://ec.europa.eu/
trade/wider-agenda/develop- ment/generalised-system-of-preferences/
76 European Integration Index 2013 for Eastern Partnership Countries, International Renaissance
Foundation in cooperation with the Open Society Foundations and Eastern Partnership Civil Society
Forum, 2014, http://www.eap-index.eu/sites/default/files/EaP%20Index%202011.pdf
77 European Integration Index 2013 for Eastern Partnership Countries, International Renaissance
Foundation in cooperation with the Open Society Foundations and Eastern Partnership Civil Society
Forum, 2014, http://www.eap-index.eu/sites/default/files/EaP%20Index%202011.pdf
78 Definition and list of eligible countries available at http://trade.ec.europa.eu/doclib/docs/2008/
july/tradoc_139963.pdf
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environment or dispute settlement mechanism. During the DCFTAs negotiations, a particular attention will be paid to agricultural products, an item highly
sensitive on both sides of the table.
6. The economic significance of a FTA between Ukraine and Russia
P.Havlik (2014) explains the main economic consequences of the free trade
agreement between EU and Ukraine. First of all, it is important to notice that
Russia and EU are almost of the same importance for Ukraine: in 2012, Ukraine
exported to each of the two destinations around 17 billion USD. If we introduce
as well the trade with Belarus Russia Kazakhstan – Custom Union (BRK-CU), the
percentage is 33% of Ukraine exports and more than 40% of imports, whereas
EU28 accounts for 25% of Ukraine’s exports and 31% of Ukraine’s imports. In
terms of structure, “the structure of exports to Russia is more than “advanced”
since Ukraine’s exports of transport equipment and machinery play a much
bigger role”, while Ukraine’s exports to the EU “are specialized on vegetable
products, mineral products (partly refined from Russia oil imports) and base
metals”. On the other hand, “Ukraine’s imports from Russia are traditionally
dominated by mineral products, whereas imports from the EU consist mostly
of chemicals, machinery and transport equipment”79.
Consequently, both partners being almost equal as importance, from a purely
trade importance, any decision might be taken. However, “restricted access
to the Russian market (meaning that trade barriers are introduced as punishment) would hit immediately and disproportionably the more advanced part
of Ukraine’s economy, located mainly in the Eastern part. A BRK-CU orientedintegration will help to maintain and develop existing technology, through
likely without much modernization and restructuring pressures, whereas the
implementation of the DCFTA with the EU would bring benefits mainly “on
medium and long run, especially regarding the expected pressures on modernization and reforms which would eventually lead to a significant restructuring of the Ukrainian economy and higher FDI inflows”. Moreover, “the EU, as a
more developed economy, would introduce more competition, modernization
and reform pressures on Ukraine” and last, but not least, the EU market, in
terms of population, is much bigger than the Russian one.80 Speaking about
custom tariffs, one should notice that Ukraine and Russia have already had a
FTA, where some important exceptions for agricultural products are included.
In relation with the EU “70,6% of the value of Ukrainian agricultural products
and 90,8% of the value of non-agricultural products are already exported duty
79 Peter Havlik, Vilnius Eastern Partnership Summit: Milestone in EU-Russia relations - not just for Ukraine,
Danube, Law and Economics Review, 5(1), 21-51, 2014, p.28
80 Peter Havlik, Vilnius Eastern Partnership Summit: Milestone in EU-Russia relations - not just for Ukraine,
Danube, Law and Economics Review, 5(1), 21-51, 2014, p.29
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free in 2011”.81
The signing of the economic part of the Association Agreement with the
EU on 27 June 2014, after 8 months of violent disorders in Ukraine, result of its
initial rejection by former Ukrainian President (Viktor Yanukovich) in November
2012, it is without any doubt a very important moment. The agreement is not
yet in force and it has to be ratified by 28 EU member states and signatory’s
national parliament, a result which is expected to be achieved by the end of
2014. Once Association Agreement is ratified, the Deep and Comprehensive
Free Trade Area (DCFTA) will replace the current Partnership and Cooperation
Agreement signed by Ukraine in 1998.
Although this agreement does not mean as well an invitation as EU member,
there are some positive effects, mainly from economic perspective. Firstly, the
agreement gives Ukraine potential access to the huge Europe’s market of more
than 500 million consumers (only 146 million consumers in Russia). Secondly,
as a result of reduced tariffs and duty free regime since 2015, Ukraine could
save around 500 million dollars. On the other hand, Russia will certainly impose
higher tariffs on both goods and energy (oil and gas) which will generate a
likely loss in Ukraine’s revenue. Next period should prove that the signing of
the Association Agreement between the EU and Ukraine represents a win-win
solution for both parts.
7. Redefinition of the EaP
Although the internal and external climate is not at all favorable, a redefinition of the EaP is more than necessary. On the one hand, the Euro zone crisis has
aggravated the so-called enlargement fatigue feelings among the EU’s member
states and projects like the EaP become of secondary importance. Moreover,
the crisis also narrowed the force of the European economic model for partner
countries. On the other hand, the Crimea crisis and the Russia-Ukraine conflict
have made progresses under the EaP more difficult than ever.
However, the signing of Association Agreements, on 27 June 2014, with
Georgia, the Republic of Moldova and Ukraine, represents a favorable sign
in favor of strengthening the economic and political links with the EU, especially in the field of trade, energy and foreign policy. The implementation of
the Agreement should enable the three EaP countries to consolidate internal
reforms, accelerate economic growth and consolidate rules of law and good
governance. A symbolic declaration has been made by the president of Ukraine,
Mr. Poroshenko, who said: “Today I make a unilateral declaration that by signing this agreement with the EU, Ukraine is a European state, sharing common
values of democracy and rule of law, and has underlined its sovereign choice

in favor of EU membership”.
The agreement has formalized the separation already created among the six
EaP countries: the pro-Europeans members signed Association Agreements,
the other three, the more EU reluctant countries, have remained in a waiting
room. Indeed, the group of six is a very mixed one, in terms of government’s
willingness to conduct EU oriented reforms, as well. Moldova, Georgia and
Ukraine are the most pro-European countries, while Belarus, Armenia and
Azerbaijan, the least pro-Europeans. In case of Belarus and Azerbaijan, which
are not members of the World Trade Organization, the eligibility for a DCFTA
is out of question.
In case of pro-European countries, the EU needs to diversify its tools of
influence to better fit the reality. Firstly, EaP financial support should be supplemented and together with the conditionality transformed in the main
EaP’s instrument in the hands of the EU. Additional funds should be used in
order to support growth and improve the standard of living of the population. Secondly, financial support should and be tailored to new situations: it is
evident that countries that are going to implement the DCFTA must be better
targeted by relevant assistance, not only in terms of volume but also in terms of
public sector needs (technical assistance). Technical support provided for public
administration by the new member states (in Moldova’s case by Romania) will
be essential in speeding the process of approximation and reform. Thirdly, the
direct exchange of people, especially among the young people and youth workers
should be encouraged. On the other hand, the EaP countries which are rather
EU unenthusiastic and prefer selective sector integration should not be left out,
but rather offered options to pick up with a relevant level of conditionality.
The deepening of the economic integration between the EU and EaP
countries, either under the Association Agreements/DCFTAs for pro-European
countries, or outside this legal framework, for the others, should continue. Since
any RIA is primarily economically motivated, both parts should pay attention
at the possible asymmetric distribution of costs and benefits among member
countries, which might create supplementary problems in implementation.
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REGIONAL AND NATIONAL COMPETITIVENESS:
A LOOK AHEAD
Irena Mladenova works at the public sector in Bulgaria
since 2011; initially as Economic Policies Advisor at the
Ministry of Economy, Energy and Tourism, and lately as part
of the economic team at the Administration of the President
where her focus is on competitiveness, innovation, investments, business environment. Irena worked for five years
at the global management consulting firm A.T. Kearney. As
a consultant, she worked for leading companies in the food industry, consumer
goods, financial sector and public sector in Central and Eastern Europe on restructuring and transformation projects, cost management programs, organizational
effectiveness, new products introduction, market entry strategies. Irena has six
years’ working experience in the non-governmental sector in Bulgaria focusing
on SMEs- and entrepreneurship, EU integration, financial sector; she was Executive
Director at the Economic Policy Institute for two years. Irena has a Master Degree
in Management at Sofia University St. Kliment Ohridski, and a Master Degree in
Banking and Entrepreneurship, MasterBE of Business School (Italy). Irena teaches
organizational development and managing change in organizations, entrepreneurship, marketing at Sofia University St. Kliment Ohridski.
It is my great pleasure and privilege to be here with you today for the XV
edition of the Summer Seminar. I was part of the Economic Policy Institute
when the first Summer Seminar took place, at the beginning gathering only
Bulgarian and Romanian participants, discussing the two countries preparation
for EU accession. The Summer Seminar proved to be an appropriate format for
exchanging experiences and building bridges to strengthen cooperation in the
region, thus making it widely recognized and valued initiative in the region.
Now that Bulgaria and Romania are members of the EU, the goal of the
Summer Seminar is not completed yet. The region is still lagging behind in
integrating and cooperating for the benefit of all its economies and societies,
though a lot has been accomplished in this direction. We witness more and
more joint projects and growing trust. The Seminar has a role in disseminating our experiences in preparation for EU membership to support further EU
enlargement waves.
We often link EU membership with aspirations for prosperity, freedom and
opportunities. Soon we come to realize that these do not come just because
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a country becomes an EU member, but as a result of focused and proactive
national policies and hard work. EU does not pour automatically wealth upon
the lucky new member, but wealth comes through the competitiveness of an
economy.
Competitiveness is one of the favorite promise words of politicians which is
not always materialized in effective policies. We can observe both successful
and not so successful examples of national policies aimed at improving competitiveness in the region. In order to get a better understanding how to move
forward in this area, we need to first explore 4 background questions: Before
looking ahead – where do we stand now? Whom do we compete? What does
it take to be a competitive country/region? How do we compete?
The region in focus82 represents a total market of over 170 mln. inhabitants
with diverse economics, culture, traditions and development (Figure 1). Yet we
might share some of the challenges and opportunities.

Figure 2: Global Competitiveness Index83 - ranking of the countries of
the region

Figure 1: The region in focus

The World Economic Forum warned the countries of the need to pursue
even harder reforms to improve competitiveness. These warnings should be
ringing a bell in our countries as well:

The region faces competitiveness challenges on a global scale – we compete
with the world, not with each other. (Figure 2)

82 Countries represented at the XV Summer Seminar for Young Public Policy Professionals from South
Eastern Europe and the Black Sea region
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“In the current context, policymakers must avoid complacency and press
ahead with the structural reforms and critical investments required to
ensure that their countries can provide a prosperous environment and
employment for their citizens. They must identify and strengthen the transformative forces that will drive future economic growth.”
Particularly important will be the ability of economies to create new valueadded products, processes, and business models through innovation.
Going forward, this means that the traditional distinction between countries
being “developed” or “developing” will become less relevant and we will
instead differentiate among countries based on whether they are “innovation rich” or “innovation poor.”
It is therefore vital that leaders from business, government, and civil society
work collaboratively to create enabling environments to foster innovation
83 Source: 2013 World Economic Forum | www.weforum.org/gcr; Total number of ranked countries:
148
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and, in particular, to create appropriate educational systems”84
In fostering competitiveness, there are two sides we need to consider: (1) the
businesses, as they are the ones who create output, and (2) the government, as
it creates the favorable conditions for the businesses to thrive. The businesses
will be only as competitive as the national business environment allows them
to be. Or, the national competitiveness is measured by the businesses and their
success on the market.
Competitiveness is the only way to achieve sustainable job growth, improve
wages, and raise the standard of living. Michael Porter who has been working
on the topic of competitiveness provides the following definition:
“We define foundational competitiveness as the expected level of output
per working-age individual that is supported by the overall quality of
a country as a place to do business.
The focus on output per potential worker, a broader measure of national
productivity than output per current worker, reflects the dual role of workforce participation and output per worker in determining a nation’s standard
of living.”85
Porter further elaborates that only competitive companies can achieve high
productivity. Competitiveness depends on the long-term productivity of a nation’s resources (incl. human, capital and natural). Thus, it is not so important
which industries a nation competes in, but how it competes.
The role of public sector is to create productive economy, and nations would
compete in their efforts to create the most competitive (i.e. productive) business
environment for local and foreign firms. Governments do not create jobs and
prosperity, they create the necessary conditions for companies to do so.
Porter also explores what determines competitiveness86. He defines three
groups of factors:
zz natural endowments (which create a foundation for prosperity, but
are not enough; true prosperity is created by productivity in the
way a nation uses its endowments);
zz macroeconomic factors (incl. sound monetary and fiscal policies,
and human development and effective political institutions; macroeconomic factors set the potential for high productivity but are
not sufficient); and
zz microeconomic factors (incl. quality of the business environment,
84 The Global Competitiveness Report 2013–2014, World Economic Forum, www.weforum.org/gcr
85 The Determinants of National Competitiveness, Delgado M., Ketels C., Porter M., Stern S., NBER
Working Paper No. 18249, July 2012
86 Source: Institute for strategy and competitiveness
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state of cluster development, and sophistication of company operations and strategy; these are the ultimate factors defining competitiveness, as productivity depends on improving the sophistication
of local competition).
Thus, we can identify three stages of successive upgrading to successful
economic development. Countries move through these stages in their pursuit
of competitiveness: (1) factor-driven, (2) investment-driven, and (3) innovationdriven stages, depending on the group of factors exploited to generate economic growth.
Innovation’s importance is highlighted by virtually all authors and organizations deliberating on the sources of sustainable growth, prosperity and competitiveness. So, the next question is – where does our region rank regarding
innovation?
The European Commission assesses the innovation capabilities of the member states and issues a report of findings and recommendations. (Figure 3)
Figure 3: Innovation Union Scoreboard 201487 - EU Member States’
Innovation performance

Some of the findings in the Report88:
“Impact of economic crisis is not as severe as expected. Differences in innovation performance are becoming smaller again although at a modest rate…
The most innovative countries perform best on all dimensions: from research
and innovation inputs, through business innovation activities up to innovation outputs and economic effects, which reflects a balanced national
research and innovation system.
87 Ibid.
88 Ibid.
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When looking at performance of innovation systems in a global context,
South Korea, the US and Japan have a performance lead over the EU.
The top innovation leaders US, Japan and South Korea are particularly
dominating the EU in indicators capturing business activity as measured by
R&D expenditures in the business sector, Public private co-publications and
PCT patents but also in educational attainment as measured by the Share
of population having completed tertiary education.”
The European Commission also explores what defines innovation and which
are the conditions for it – “The Enablers capture the main drivers of innovation
performance external to the firm and cover 3 innovation dimensions: Human
resources, Open, excellent and attractive research systems as well as Finance and
support”.89 These are mostly in the realm of governmental policies.
In a broader context, the World Trade Organization also tracks innovation on
a global scale and comes with similar recommendations. (Figure 4)
Figure 4: Global Innovation Index 201490

petitive position of the region given its assets, location and potential strengths.
Porter suggests two strategies91:
zz Tactical (zero sum competition) – states following this strategy would
focus on attracting new investments and would compete for every
plant though offering generalized tax breaks and subsidies to lower
business costs. This strategy is usually driven by the government and
each city/area is competing on its own to attract investments;
zz Strategic (positive sum competition) – this strategy places focus on
reinforcing areas of specialization and emerging cluster strengths,
also supporting greater local investment by existing companies.
State will provide support for training, infrastructure and institutions with enduring benefits. Governments and private business
will collaborate to build cluster strength and improve efficiency of
doing business.
There are good regional opportunities for cooperating and not competing
in order to get a better place on the global radar; and these are already explored (i.e. cooperation between Bulgarian and Romanian automotive clusters,
Bulgarian, Serbian and Macedonian clusters in ICT, etc.)
Looking at global emerging markets, Ruchir Sharma92 explores the fundaments of their economic growth and points to some of the indications of who
the next breakout nations will be:
“From a truly rounded view of emerging markets, my approach is to monitor
everything from per capita income levels to the top-ten billionaire lists, the
speeches of radical politicians, the prices of black-market money changers, the travel habits of local businessmen (for example, whether they are
moving money home or offshore), the profit margins of big monopolies,
and the size of second cities (oversized capital cities often indicate excessive
power in the hands of the political elite). … Locals are the first to know…”
Sharma observes that “we are experiencing the painful ending of a golden
age of easy money and easy growth”, and the success would depend on solid
policies implementation.
The Bulgarian Case

Competitiveness is a global game, and we are all competing on the global
stage, and not our immediate neighbour. How should states compete with each
other and be successful in this global game? The economic strategy would be
created around the value proposition of the state – that is, the distinctive com-

Bulgaria has been working on identifying its competitive clusters. Leading
clusters unite both local industries as well as manufacturing, export-oriented
competitive industries93.

89 Source: Innovation Union Scoreboard 2014, European Commission
90 Source: GII 2013. Measuring innovation in the Post 2015 Development Agenda. Ninth WTO Ministerial
Conference / Bali, Indonesia, 3-5 Dec. 2013

91 Source: ISC – Institute for strategy and competitiveness
92 Source: Breakout Nations. In Pursuit of the Next Economic Miracles, Ruchir Sharma
93 Sources: Center for Economic Strategy, Amadeus, A.T. Kearney analysis prepared for Invest Bulgaria
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Figure 5: Main sectors and clusters (revenues)94

Many elements of the Bulgarian Innovation Ecosystem are already in place
(Figure 6). A vibrant start-up community is already marking success stories in
the country and abroad. The country is positioning itself as a regional entrepreneurship hub.
Figure 6: Elements of the Bulgarian Innovation Ecosystem

The consolidation of the innovation ecosystem needs focus and consistency.
It would require dedicated efforts to build on the strengths and potential and
constitute a platform for business, science and policymakers to discuss strategic
priorities, formulate policies and monitor programs implementation.
Agency
94 Ibid.
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THE TRANSATLANTIC TRADE AND INVESTMENT
PARTNERSHIP (TTIP) –
POSSIBLE IMPLICATIONS AND SCENARIOS
Yasen Georgiev is Executive Director at the Economic
Policy Institute, Sofia (EPI). He is also Coordinator for Bulgaria
of the Marshall Memorial Fellowship, a leadership program
of the German Marshall Fund (GMF) of the United States.
Yasen Georgiev graduated in International Relations from
the University of National and World Economy, Sofia and
participated in extracurricular courses at the LudwigsMaximilians University, Munich and the Hertie School of
Governance, Berlin.
Before starting at EPI as Research fellow in 2006, his first
professional steps were at Beiersdorf Bulgaria and at the Ministry of Defence of the
Republic of Bulgaria. In 2010-2011,Yasen Georgiev was selected to participate in a
nine-month fellowship programme of the Robert Bosch Foundation (Germany) for
young executives working in the public sector in Central and South Eastern Europe.
Within this fellowship he worked as a Visiting fellow at the Association of German
Chambers of Commerce and Industry – DIHK (Berlin) and at the European Policy
DG of the Federal Ministry of Economics and Technology of Germany (Berlin).
Even before the mid-2014, it has become clear that this year will be different
for the European Union not only because of the European Parliament elections
and the developments in Ukraine, but also because of expectations that
negotiations between the European Union and the United States on the
Transatlantic Trade and Investment Partnership will enter a decisive phase.
Searching for new drivers for their economies, in the summer of 2013 the
European Union and the United States started negotiations for a comprehensive
agreement, which is expected to promote trade and investments by tapping
into the unused transatlantic market’s potential. In the first place, the TTIP
Agreement aims to create jobs and generate economic growth by ensuring
better access to markets on both sides of the Atlantic, achieving regulatory
compatibility between the EU and the US and paving the way for setting new,
mutually acceptable standards. The specific steps towards the achievement of
this objective will consist in abolition of customs tariffs and of other restrictions
on trade in goods, elimination of unnecessary regulatory restrictions to trade
(relating to differences in regard of technical requirements, standards and
123

approval procedures), simplification of customs formalities, co-ordination
of approaches to the rules of origin, achieving regulatory compatibility in
certain sectors, e.g. the chemical and automobile industries, information and
communication technologies, the pharmaceutical and other health-related
sectors, etc.
However, along with the expected benefits, which are mostly on the supranational or macroeconomic level, fears relating to the absence of sufficient
transparency in the negotiation process sneak in many European countries,
along with lack of clarity whether the agreement would undermine the
competitiveness of some traditional European sectors as a result of the eased
regulatory practices in the United States. It should not be underestimated
that the implementation of free trade norms would also put to the test the
role of national governments in the Member States, which would be forced
to part with some of their powers at the expense of the new supra-national
regulations. All of this imposes a more careful look into the announced main
parameters of TTIP, and an objective analysis of the expected scenarios and
the respective benefits and implications of such a transatlantic agreement
relating to its admissible dimensions, effect and restrictions.
Present scope of bilateral relations
According to EUROSTAT, the US is the European Union’s largest partner in
the area of trading in commodities and services, with a turnover reaching
nearly 800 billion euro per year, although the share of trade in commodities
has been steadily going down over the past decade. While in 2002 the United
States accounted for 28% of the EU’s exports and 20% of its imports; according
to data of 2013, that share has been reduced to 17% and 12% respectively.
Nevertheless, the US has preserved the first place as export destination for the
EU Member States, and the third place as import destination as far as imports
are concerned, following China and Russia. For its part, the European Union is
a key partner of the US economy, and occupies the second place in volume of
exports following Canada, and the second place in imports following China.
Statistical figures of trade in services are similar, as per the latest data (2012):
the US share of EU exports amounts to 25%, and to 30% of its imports.
The interconnectedness between the economies on both sides of the
Atlantic, which account together for nearly half of the world Gross Domestic
Product (GDP) and generate one-third of world trade, is also obvious from the
volume of their mutual investments. Despite some fluctuations in their value
over the past ten years, investment volumes continue to be very impressive,
namely, more than 3 trillion euro by the end of 2012, whereby more than half
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of this figure is accounted for by EU companies investing in the US economy.
For comparison, US investments in the Old Continent are three times the size
of all American investments in Asia, and the volume of European investments
across the ocean is about eight times as much as all European investments in
China and India taken together.
Considering the above mentioned economic interdependence, it would
seem logical that an alleviation of the terms of trade and investments between
the two parties would be of major importance for the post-crisis recovery
of their economies. At present, the European Union and the United States
are comparatively open in respect of mutual trade and investment, which is
reflected in the low levels of customs tariffs. Although these are a little higher
on the part of the EU, customs restrictions are generally quite low – below 3%.
The only exception here addresses customs tariffs that the two parties apply
on motor vehicles and foodstuffs: 8% and 14.6% on the part of the EU, and
3.3% and 1.2% on the part of the United States, respectively95.Therefore, the
main obstacles to economic entities from both parties are non-tariff barriers,
i.e. customs procedures and regulatory restrictions related mostly to consumer
protection and environmental protection standards. Therefore, an eventual
lifting of customs tariffs would rather have a limited effect on trade flows,
since except for car production and the food industry tariffs will have a limited
protectionist effect on all other sectors. However, unlike customs tariffs, most
regulations on the national level are not so easy to remove since they reflect
substantial differences that are also based on cultural and historical factors.
Expenses thereof could be minimised by partial convergence between the
regulatory regimes and mutual recognition of quality standards, while fully
recognising that their complete removal is unrealistic.
TTIP scenarios and impact
Negotiations for the implementation of a Transatlantic Trade and
Investment Partnership agreement are based on enhanced co-operation
and economic convergence that the European Union and the United States
have been developing since 2007 under the umbrella of the Transatlantic
Economic Council96. Its main task is precisely to assist in the attaining of the
above-mentioned objectives by streamlining regulations as a whole. The
launching of negotiations is also based on ideas dating from the 1990-ies
concerning the establishment of a transatlantic free trade zone between
Europe and North America.
95 Francois, Joseph, Reducing Transatlantic Barriers to Trade and Investment An Economic Assessment,
Centre for Economic Policy Research, 2013
96 Transatlantic Economic Council
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Whenever the impacts of a transatlantic trade and investment agreement are
mentioned, data are quoted in the public space that are mainly derived from an
independent impact assessment analysis of the agreement commissioned by
the European Commission and prepared by the London Centre for Economic
Policy Research97. Using a model based on the admission of a computable general
equilibrium (CGE), the report offers an analysis and a comprehensive economic
impact assessment of the simultaneous reduction of both tariff and non-tariff
barriers taking into account estimated changes in GDP, output by sector, general
and bilateral trade flows, the levels of wages, and labour mobility.
Referring to the data in the report, the European Commission summarizes
four possible scenarios for the TTIP98: (1) keeping the status quo with or without
reaching an agreement; (2) reaching an agreement whereby 98% of all duties
are eliminated, 10% of non-tariff barriers in services are removed, and 25%
of non-tariff barriers in public procurement are reduced; (3) comprehensive
free trade agreement under a conservative estimate for elimination of 98%
of duties, 10% reduction of non-tariff barriers in goods, 10% reduction of the
same barriers in services, and 25% reduction of non-tariff barriers in public
procurement; (4) comprehensive free trade agreement under an ambitious
estimate for elimination of 100% of duties, 25% reduction of non-tariff barriers
in goods, 25% reduction of the same barriers in services, and 50% reduction
of non-tariff barriers in public procurement. Under the fourth scenario, the
maximum annual benefits could reach € 120 billion for the EU, € 90 billion for
the US, and € 100 billion for the rest of the world. On the micro level, such a
TTIP option would result in increasing the earnings of a four-member family
by an additional € 545 in the EU and by € 655 in the US. These benefits are
expected to result from the growth in bilateral trade – EU-US bilateral exports
would increase by some 28% or by € 187 billion in nominal value, whereby
about 80% of the total additional benefits will result from the reduction of redtape and regulatory burden and of trade liberalisation in services and public
procurement. According to preliminary estimates, the labour markets on both
sides of the Atlantic will also benefit both in respect of the level of wages and
of job creation for higher-skilled professionals and lower-skilled workers.Last
but not least, an ambitious agreement would have negligible effects on the
environment.
The authors of another report based on a survey amongst respondents,
selected on the basis of their direct involvement with transatlantic economic
relations, also outline several possible TTIP scenarios: (1) an ambitious but

achievable agreement which avoids some contentious issues; (2) a repetition
of the Doha negotiations following lengthy but fruitless discussions between
the transatlantic partners; (3) a broad-ranging agreement creating a true
transatlantic market99. It is interesting to note the classification made by
respondents of the points of reference in TTIP negotiations according to their
degree of importance and their degree of difficulty. The least important but
most difficult issues listed by the experts were labour standards, environmental
standards, liberalisation of investments, and geographic indicators of origin.
The least important and least difficult issues include the liberalisation of energy
exports and the application of common principles vis-à-vis third countries. The
most important and most difficult negotiating issues are public procurement,
Genetically Modified foods (GMOs) and agriculture, pharmaceuticals, personal
data protection in the Internet, financial services, sanitary and phyto-sanitary
measures, and the regulatory process convergence. Finally, the most important
and least difficult issues include Intellectual Property Rights and related rights
protection, and the reduction and elimination of tariff barriers.
Dealing with these points of reference during the negotiations and bridging
the differences is at the heart of the three scenarios the authors discuss. The first
scenario is the easiest to achieve; it is also the easiest to apply in the foreseeable
future, as it accepts that GMO-related issues in agriculture, environmental
standards or public procurement limitations will not be put on the table, but
the agreement could remove barriers in trade in all other areas. The second
scenario is obviously the least desirable one, as it could follow the fate of
previous transatlantic negotiations, where focusing on contentious details
(e.g. genetically modified foods, data protection requirements, cultural and
linguistic quotas – particularly concerning the French practice to subsidise
local film production and music compositions) prevented making progress. At
the other extreme is the scenario of signing a broad-based agreement by the
end of the mandate of the incumbent European Commission (2014), which is
possible if agreement is reached on the most important and least difficult issues,
and momentum is thus provided in the course of negotiations for agreement
on other areas; however, this could only be realised with the participation of
the regulatory authorities on both sides of the Atlantic Ocean.
To make the picture more exhaustive, the German Ifo Institut conducted a
survey commissioned by the Bertelsmann Foundation, which complements the
econometric model of the London Center for Economic Research by focusing
on the regional implications of TTIP, including by taking into account modern

97 Francois, Joseph, Reducing Transatlantic Barriers to Trade and Investment An Economic Assessment,
Centre for Economic Policy Research, 2013
98 COMMISSION STAFF WORKING DOCUMENT, Impact Assessment Report on the future of EU-US trade
relations, 12.3.2013

99 Barker, Tyson and Garrett Workman, The Transatlantic Trade and Investment Partnership: Ambitious
but Achievable. A Stakeholder Survey and Three Scenarios, the Bertelsmann Foundation and the
Atlantic Council, 2013
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methods for modelling the economic impacts on unemployment100. The study
corroborates the benefits of the transatlantic agreement that are based on the
elimination of non-tariff trade barriers. If the agreement would only eliminate
tariffs, the achieved growth would be rather insignificant. The economies of
Germany and the United Kingdom would profit most from the TTIP as these
countries have very developed commercial ties with the United States: in 2013,
the share of German exports in the overall EU exports to the US amounted to
31%, and the share of the United Kingdom – to 15%; the share of Germany in
the total EU imports from the US is 15%, and the share of the United Kingdom
is 14%. Therefore, if a comprehensive transatlantic agreement was reached,
Germany’s trade volume with its European partners would drop significantly
at the expense of an eased access to the American market. Such a tendency
would be observed to a high degree in the United Kingdom as well. For the
European Union in general, such a development would mean reducing the
economic ties between Member States, and decline in EU foreign trade volumes
with the countries in Eastern Europe and North Africa.

Figure.2 Changes in real per capita income as a result of complete
liberalisation

Figure. 1 Changes in real per capita income as a result of tariff elimination

Source: Ifo Institut/ Bertelsmann Stiftung

Source: Ifo Institut/ Bertelsmann Stiftung

100 Felbermayr, Gabriel and Benedikt Heid, Sybille Lehwald, Transatlantic Trade and Investment
Partnership (TTIP). Who benefits from a free trade deal?, Bertelsmann Stiftung, 2013
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It can be concluded from Figure 1 and Figure 2 that a free trade transatlantic
agreement between the European Union and the United States would also have
an impact upon countries that are not directly involved in it, like e.g. some of
the smaller or newer EU Member States. The Baltic states would benefit most
from eliminating tariffs in trade, followed by the United Kingdom and the
Mediterranean countries. On the other hand, a complete liberalisation that
would include elimination of non-tariff barriers would have a much more
pronounced effect on EU members. Such a scenario would lead to much
higher gains in income, particularly for the United Kingdom where the upward
deviation will be most striking, followed by the Scandinavian countries, Ireland,
Spain, the Baltic states, Greece, Portugal, Italy, etc. Income in Germany and
France would rise below the average (5%), but on the other hand, the poorest
EU members would really benefit from such an agreement, which would
lead to greater convergence. In the United States, the real per capita income
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would rise by 0.8% because of partial liberalisation and by 13.4% if complete
liberalisation takes place.
TTIP challenges and limitations
If, in the course of 2014, which is rich in expectations and unscheduled
events, the European Union and the United States succeed in placing trade
and investments on a new contractual basis, the agreement they conclude will
inevitably influence a number of other areas, e.g. the substance of European
integration, competitiveness between local manufacturers and foreign
relations with third countries. At first sight, the US will gain more from such
an agreement with the EU, for the latter will have to find the right balance
between the inflow of competitive US goods, which are manufactured at
lower energy costs, and the interests of European stakeholders in exporting
to the richer and larger American market. In the framework of the European
Union, all of its members will benefit, in spite of the fact that the countries,
which most zealously supported European integration over the past decades,
would find themselves in a more disadvantaged position with regard to the
impact of the agreement upon income gains. While the TTIP impacts might
cool down Great Britain’s intentions to leave the Union, the deeper integration
both within the EU and between the new Member States will generate a major
challenge in the form of a serious alternative to one of the Union’s undeniable
achievements – the single market. The Transatlantic Trade and Investment
Partnership will probably contribute to speeding up the post-crisis recovery
of the Old Continent’s economies, but the issue remains whether it might also
lead to the emergence of new existential issues concerning the future of the
European Union.
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CHAPTER III
PUBLIC POLICY CHALLENGES
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PUBLIC DIPLOMACY IN THE PRACTICE
OF THE BULGARIAN DIPLOMATIC INSTITUTE
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to the Minister of Foreign Affairs since 1 February, 2012.
She has been working at the Diplomatic Institute since
2005 and in series she has been Head of Research program,
Head of the “Public Affairs and Cooperation” Department,
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has given legal statements regarding the compatibility of various acts with the EU
law with field negotiation chapters – „Regional Policy”, „Energy”, „Environment”,
„Administrative Capacity”.
From 2002 to 2005 Ms Mihaylova was a Parliamentary Secretary at the MFA,
responsible for the relations between the Minister of Foreign Affairs and the National
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Ms Mihaylova also managed the Minister’s participation at the parliamentary
control.
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the European Security and Defence College (Brussels) and in the Board of Directors
at the EU Institute for Security Studies (Paris). Her diplomatic rank is Counsellor.
Ms Mihaylova has additional qualifications at the College of EuropeBruges;NATO’s Training Center; the Netherland Institute for International Relations
“Clingendael”; U.S. State Department – on topics related to EU law, NATO’s role and
structure, Diplomacy in a Globalised World, and International Relations training.
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Journal. She has multidisciplinary professional interests. For the last few years Ms
Mihaylova has been taking regularly part in the conferences of DG “Education and
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Languages: English, Italian, working knowledge of French.
Dear colleagues,
Here I am back to you not as an academic lecturer but rather as a practitioner
who has spent much of its career, applying public policy. The topic of my
presentation today, which is rather sharing my daily work and that of my team
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is “Public diplomacy in the practice of the Diplomatic Institute.” I would like
to focus on the regional dimension of our public activities and how we face
challenges in practicing them. Otherwise – do we and how we practice Public
Diplomacy?
In international relations the term public diplomacy is used to describe the
foreign policy pursued by individual countries by engagement of the citizens
of other countries. As opposed to classic diplomacy, where dialogue between
states is channeled through public officials at senior level, public diplomacy lays
an emphasis on the ways in which a country or an international organisation
communicates with the citizens of other societies. There is no commonly
agreed definition of public diplomacy. According to some opinions public
diplomacy facilitates dialogue between governments and citizens and allows
efficient solutions on global issues to be developed whilst others regard it as
the use by governments of all available means to influence the information
environment in another part of the world. Yet others maintain that this is just
a new, slicker name for “propaganda”, which has accumulated a lot of negative
connotations over the years, and according to a fringe group public diplomacy
per se simply does not exist.
I. Public Diplomacy (PD) – definitions and explanation
The modern definition of “public diplomacy”, which was coined in 1965, is
ascribed to Edmund Gillian, Dean of Fletcher School of Law and Diplomacy and
founder of Edward Murrow Center of Public Diplomacy.
The definition is set out in one of the first published brochures of the
Centre:
“Public diplomacy… deals with the influence of public attitudes on the
formation and execution of foreign policies.
It encompasses dimensions of international relations beyond traditional
diplomacy:
zz the cultivation by governments of public opinion in other
countries;
zz the interaction of private groups and interests in one country with
another;
zz the reporting of foreign affairs and its impact on policy;
zz communication between those whose job is communication, as
diplomats and foreign correspondents;
zz and the process of intercultural communications”.
Gillian’s concept of public diplomacy cleanses the meaning of the term from
trivial connotations such as “communication of information” and the negative
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implications of “propaganda”.
Today, public diplomacy is understood as dialogue, training, the exchange
of ideas and values and building mutual trust.
Another definition is by Paul Sharp in J.Melissen “The New Public Diplomacy:
Soft power in International Relations” – “…the process by which direct relations
with people in a country are pursued to advance the interests and extend the
values of those being represented”.
And one more – in “Fixing the Crisis in Diplomatic Readiness” of the American
Academy of Diplomacy – “…understand, inform, engage and influence global
audiences, reaching beyond foreign governments to promote greater appreciation and understanding of US society, culture, institutions, values and
policies.”
In the EU context Public Diplomacy could be described as follows:
“Public diplomacy deals with the influence of public attitudes. It seeks to promote EU interests by understanding, informing and influencing. It means clearly
explaining the EU’s goals, policies and activities and fostering understanding of
these goals through dialogue with individual citizens, groups, institutions and
the media’.
1. I would like to share some of the thoughts of Dr. Zdravko Popov, the
first director of the Bulgarian Diplomatic Institute concerning public diplomacy: “The public sphere is difficult to predict since it has no established rules,
but is characterized by “public opinion.” The classic diplomat prefers regulated,
rational and orderly channels. If not prepared well, his work on the field of PD
would be inadequate. Public diplomacy actually operates on the civil terrain
where players are not only the State but also many other subjects.”
The emergence of new public players in the International relations leads
to the development of PD. Classical diplomacy creates a mirror alternative to
cover the new required functions. An example of this is the creation of BDI. It is
institutionalized gate by which MFA goes out in the public environment and vice
versa: Public environment enters the institution - MFA. The BDI itself provoke
its creator and brings new meaning to the notion of classical diplomacy.
2. Activities - information campaigns, more characteristic of the political
sphere than diplomatic, however it is a form of realization of public diplomacy,
interweaving techniques and practices of lobbying.
Tools:
zz Trade diplomacy/business diplomacy/ - based on the different
schools and theories;
zz Green diplomacy/ environment diplomacy - changes in behavior
that goes beyond government policy;
zz Sports diplomacy - changes in behavior that goes beyond
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government policy. Used tool for doing PD in the United States .
Example of sports diplomacy - the Olympic Games.
zz Cultural diplomacy is close to PD.
zz
The Public Diplomacy of Bulgaria in the EU - for now doesn’t stand
very well as position and little is known about it as there is no long-term
strategy. Institutions in Bulgaria could contribute to its public presence and
positioning.
3. Summary
Arthur Burns said: “The achievement of understanding between the two
governments depends on the relationship between societies of the two
nations.”
3.1. Definitions
zz Working definition: PD is the process of communication
(communication theory) with foreign publics in an attempt to
gain a better understanding of national ideas, ideals, institutions,
cultures, interests and goals .
zz Conventional diplomacy - carried out by ministers, diplomats, etc.
zz Public diplomacy - open civil process. “We want people to know
and understand”.
Direct communication is imperative in the new international environment.
Any public diplomacy has a dual focus :
- Information and understanding of their fellow citizens abroad;
- Information and understanding of other societies by the country.
Only in the presence of both is possible to achieve the objectives of the PD.
What is the effective PD?
To work effectively in PD today’s diplomat need to be trained in a different
set of skills. He or she:
- should know their national interests and benefits of the state;
- should be familiar with the foreign “market” (history, culture, etc.) where
the diplomat promotes national interests;
- should be able to make a comprehensive set of national interests and
objectives for foreign audiences;
- should be familiar with foreign interests and attitudes of foreign
societies.
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II. Some of the major challenges of the Bulgarian Diplomatic Service
today
The character of the Bulgarian diplomacy as an institution and a profession
has been evolving for the last 25 years. It has to constantly adapt and modernize
its structures and tools under the pressure of new developments.
1. Transforming the Bulgarian MFA from a gatekeeper to coordinator of
foreign relations
The national diplomatic system operates in a diverse policy environment
nowadays. It synchronises a broad spectrum of bureaucratic, institutional, legal,
commercial and public policy interests and expertise. The Bulgarian foreign
ministry has lost its privelleged position in conducting foreign relations. It has
become common practice for other state ministries to keep their independent
channel of international contacts. Thus from a gatekeeper of foreign relations
foreign ministry has turned into a inter-ministerial coordination centre for
foreign-policy making, entering into dialogue with other state ministries (finance, energy & economy, defence, agriculture, culture etc.)
2. Involvement of non-state actors in the diplomatic process
The decentralized nature of the diplomatic conduct requires setting up
quasi-institutional relationship with non-state actors as well. The specific views
and interests of non-state actors ought to be integrated in the country’s foreign
policy agenda. The engagement of non-state actors in diplomatic process
usually takes the form of consultations (round tables, workshops, briefings)
or institutionalised partnership (liaison union in the MFA). The Diplomats
cooperate with non-state actors in the realisation of public, economic,
educational development and humanitarian diplomacy programmes.
3. Ensuring greater transparency and accountancy of the Bulgarian diplomatic service
The Bulgarian diplomatic service as part of country’s civil bureaucracy has
been under growing public scrutiny. It is held accountable for its internal management policies and budget expenditure practices. One of the latest government reforms include setting up of so called civil committees comprising of
independent civil experts with consultative status within each state ministry.
This is a way for the general public to ensure greater transparency and information on the country’s foreign relations.
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4. Striking the balance between publicity and confidentiality in the diplomatic work
In line with the above said a major challenge is striking the balance between
‘publicity’ and ‘confidentiality’ in the diplomatic work. Gone are the times
when the foreign ministry operated in a secretive and restrictive to outside
world mode. ‘Public domestic diplomacy’ or ‘public relations outreach’ as it is
also known has made diplomacy down-to-earth profession deprived from its
aristocratic glamour and public interest.
III. The Practice of the the Bulgarian Diplomatic Institute (BDI)
After those theoretical parts I would like to focus on the work of the
Diplomatic Institute. Starting out from the premise that efficient public
diplomacy is underlined by understanding as a key prerequisite for a successful
foreign policy, the Bulgarian Diplomatic Institute attempts to promote free
dialogue between different viewpoints in Bulgarian society and engage society
as an active player in interstate dialogue. In order to fulfill this mission BDI builds
partnerships with similar institutions and organisations on a global scale and
key actors on the international arena. BDI is continually developing its network
of partners and expanding its geographic reach – efforts, which are underlined
by the understanding of intercultural dialogue having an increasingly important
place and role to play in the context of the globalization.
The Institute has also extended its partnership network at regional level
in order to facilitate the adoption of successful common standards aligned
to those of EU and NATO in the framework of training diplomatic staff and
preparing diplomats for their roles as representatives of South Eastern Europe
countries.
One of the key tools in our public activities which bind us to our main
normative set task - to be a qualification center, are the trainings we offer to
foreign diplomats and experts.
I would like to give a specific example by drawing on the work of our
Institute in the area of neighbourhood and regional cooperation.
In 2005, two years after the Bulgarian Diplomatic Institute was established and two years before Bulgaria’s accession to the European Union, we
launched, with the support of the German foundation Hanns Seidel, a Winter
School of Diplomacy as an initiative geared to attract young diplomats from
Southeastern Europe, and more specifically the West Balkans and the Black Sea
regions. So far more than 300 young diplomats from practically all countries
in the two regions (Armenia, Azerbaijan, Georgia, Moldova, Ukraine, Russia,
Turkey, Greece, Romania, Macedonia, Serbia, Montenegro, Albania, Kosovo,
Croatia and Bosnia and Herzegovina) have completed training programmes
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at our Institute mainly in areas relating to EU policies and regional cooperation. This form of training was launched on the basis of a clear recognition
that cooperation and shared opportunities, including as a problem-solving
instrument, are underlined by communication and dialogue. We have kept
up the initiative for nine years being fully convinced of its value as a platform
for open discussion between representatives of all countries on topical issues
within the framework of bilateral and multilateral relations. In doing so, we
make consistent efforts to build mutual trust and overcome or at least reduce
historical and political prejudice and identify common interests and long-term
goals. The success of the initiative over the past nine years has also allowed
us to build a network of young diplomats on the basis of personal contacts,
mutual understanding and trust.
I would also like to share some of the main conclusions from discussions over
the years. Young diplomats agree on the fundamental importance of regional
cooperation for stability and security in their countries, which is sometimes
undermined by bilateral conflicts. Solution seeking should be underlined by
a commitment to compromise. In addition to the readiness of politicians to
make concessions in the context of bilateral relations, it is also necessary to
work on bringing about a change in public opinion and commonly held views
in each country.
In their view regional stability should be considered in the wider Eurasian
context. The role of the EU, alongside NATO, will assume an increasingly important role in maintaining stability in the future. The countries in the region
regard NATO and the EU as their principal partners. The prospect of EU membership remains a decisive driver for the continuation of democratic reforms
in the region.
These conclusions demonstrate the importance of promoting and supporting institutionalized regional cooperation – a policy the European Union
pursues along its borders with neighbouring countries.
The Bulgarian Diplomatic Institute, together with its partner, the “Hanns
Seidel” Foundation in Bulgaria, had implemented a project under the title of
“Western Balkans: Getting closer to the EU. Strengthening the capacity
of the state institutions to meet the integration challenges today”. The
focus was put on the role and responsibilities of the national administration
for managing and speeding up the process of European integration. For over
a year five Balkan countries (four recipient countries and one donor country), a
German Foundation, an Austrian Agency (ADA) and an international organization (CEI), were involved in the conduction of a multilateral project on issues
related to European integration, regional cooperation and economic development. Four seminars were held in the capital cities of four Balkan countries,
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namely Montenegro, the Republic of Macedonia, Albania and Bosnia and
Herzegovina.
The main result of the project is the training of 107 government officials in
the four recipient countries, familiarized with the challenges and impediments
on their way to EU accession and with the methods and techniques, used
by Bulgaria in overcoming them. All of those individuals have acquired the
knowledge and experience of the Bulgarian way of accessing the EU. The whole
group of trainees is able now to more effectively tackle the urgent issues of the
European accession and is capable to energize and push forward all processes,
related to this national priority.
Another accomplishment of the project is the development of a network
between the institutions of the countries, which is facilitating the flow of
knowledge and good practices among the recipient countries themselves.
This project could be defined also as a good example for public
diplomacy.
Another international training which already became traditional is the
International Seminar on Energy Diplomacy. Participants in the seminar
are representatives of the Bulgarian public administration, the countries from
Southeastern Europe, the Black Sea and the Caucasus Region and the European
Union, as well as representatives of the business and the non-governmental
sector, in the field of energy. Various approaches to the specific field of energy
diplomacy, the development of energy markets, climate changes as part
of foreign policy and other current topics and issues are discussed within
the seminar. For the first time last year a special emphasis was put on the
interrelation between business and diplomacy and their place in the energy
policy in the region. The aim of the seminar is to contribute to building and
strengthening of the energy relations between the relevant countries, offering
a platform for open dialog between the participants.
This morning (June 2, 2014) in Varna the first Summer School on NATO
and Security Issues has been opened, organized together by the Diplomatic
Institute and the Naval Academy. The project is again designed for civil servants
and experts from already mentioned regions. It is part of the events marking
the 10th anniversary of the accession of Bulgaria to NATO.
From personal experience we know that these fora are an exceptional
platform for the realization of personal and professional contacts, exchange
of experience, ideas and knowledge. Last but not least they are policy
instruments.
All of these training programs have a very clear task - to overcome differences
which result from prejudice, to inform the participants about mutual values
and priorities, both Bulgarian and European in regional context. And to build
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trust and professional contacts.
European cooperation is one of the top priorities for the Institute because it
ensures a range of possibilities for exchange of experience in the development
of training and research programmes.
At national level, BDI implements a broad scope of activities and builds and
strengthens its partnership network by cooperating with governmental and
non-governmental organisations, academic institutions active in the area of
international relations and security policy.
The role of BDI within the domain of public diplomacy is further enhanced by
the support it receives from its International Advisory Board whose members
include renowned public figures on the international area, amongst whom the
winner of the Nobel Peace Prize Martti Ahtisaari (President of Finland) Catherine
Lalumière, President of the House of Europe (Paris) and Secretary General of the
Council of Europe, Colin Powell, US State Secretary, Hanns-Dietrich Genscher,
German former foreign minister, and others whose names are both a testimony
to the recognition of and a guarantee for the high standard of the work of the
Bulgarian Diplomatic Institute.
The National Advisory Council of BDI, which includes equally prominent
figures amongst whom Ambassador Ivan Stanchioff, Zdravko Popov, the first
Director of the 10-years old institution is also actively engaged in promoting
direct dialogue between BDI and Bulgarian society.
This dialogue is also maintained by the publication of a series of lectures on an
annual basis aiming to highlight important and topical aspects of international
relations and engage the interest of civil society in contemporary political and
diplomatic thought. The organisation of public lectures by international guest
speakers is a process, which provides a platform for exchange of ideas and acts
as a point of cultural diffusion.
For this reason, BDI invites guests from different area of public life, including
politicians, economists, ministers of Foreign Affairs, representatives of
international organisations. One of our prominent speakers was Ban-ki Moon,
Secretary General of UN.
In order to maintain public interest and to see what the public opinion is
on relevant and topical matters the Diplomatic Institute participates in the
organisation of a number of fora, conferences and round tables. The latest
example of this is the communication campaign “I vote because I care”. Its aim
was to encourage young people to participate in the elections for European
Parliament. BDI organized meetings at several universities in the country
where the students discussed European issues with the Minister of Foreign
Affairs and experts. Some of the campaign elements were realized trough the
social media.
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BDI is engaging the interest of Bulgarian students in international relations
and diplomacy by conducting an internship programme. We seek to actively
promote our work among young people by organising annual essay
competitions, already 17 are behind us. The latest example is the essay contest
on the theme “Together for peace and security”, on the occasion of the 10th
anniversary of Bulgaria’s membership in NATO.
At the beginning of 2008, BDI launched its Diplomacy Journal, which is published twice a year in Bulgarian and English and it is the only bilingual journal
in Bulgaria in the international field. It targets a broad audience – staff of the
Ministry of Foreign Affairs, other public institutions and partner organisations.
Since 2014 an virtual platform of the journal was launched – diplomacy.bg
The Bulgarian Diplomatic Institute maintains a webpage in Bulgarian,
English and French, which is an excellent and reliable source of information
on the activities of the Institute. As a platform created in order to obtain easy
and prompt feedback and comments BDI maintains a Facebook and Twitter
profile, which promote and encourage open dialogue with citizens. I invite you
to become our friends in those social networks.
In line with our consistent efforts to implement the best global practices
in the domain of public diplomacy and act as an efficient mediator in the
dialogue between different societies, in its public work BDI focuses on
building a systematic and clear programme geared to promote the values of
contemporary democracy in Bulgarian society and in the region of the South
Eastern Europe.

CLIMATE CHANGE IMPACT AND PUBLIC POLICY
RESPONSE
Eolina Milova is a Senior Project Officer in the World Bank
Country Office in Bulgaria. Prior to joining the Bank in 2009,
Eolina worked for the Bulgarian government as the Head of
EU Affairs Department in the Ministry of Environment and
Water and as a Project Management Director in Consultancy
Company leading EU financed projects. Lawyer in background, she has also knowledge and experience in the
EU institutional framework, policies and especially in EU
Environmental legal framework.
In the World Bank Eolina is coordinating with Bulgaria the World Bank portfolio
on infrastructure, environment, water and energy. She worked as a team leader
for few projects in the transport and environment sectors. Also, as a team member
she is supporting the preparation and monitoring the implementation of projects
and is involved in the elaboration of knowledge products. She keeps close and
comprehensive dialogue with the Government and completes sector assignments
by performing a variety of operational tasks in ongoing projects and analyzing
policy, regulatory and legislative documents, participates in supervision missions
for the on-going World Bank projects.
A 4°C world climate change will pose unprecedented challenges to humanity. There is also a consensus in the scientific community that climate change
is already happening as seen in many countries: we already witness frequent
floods, droughts, heat waves, and extensive forest fires in the Balkans, Central
Asia and Russia. It is clear that large regional as well as global scale damages
and risks are very likely to occur well before this level of warming is reached.

1880-89 vs 2000-09
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Although no quantification of the full scale of human damage is yet possible, the picture that emerges shows that climate change will significantly
undermine economic growth. It seems clear that climate change in a 4°C world
could seriously affect especially the poor in many regions.
This is supported by past observations of the negative effects of climate
change on economic growth in developing countries. While developed
countries have been and are projected to be adversely affected by impacts
resulting from climate change, adaptive capacities in developing regions
are weaker.
The burden of climate change in the future will very likely be borne differentially by those in regions already highly vulnerable to climate change and
variability. Given that it remains uncertain whether adaptation and further
progress toward development goals will be possible at this level of climate
change, the projected 4°C warming simply must not be allowed to occur. Only
early, cooperative, international actions can make that happen.

Impacts on Bulgaria
Bulgaria is situated in one of the regions that are particularly vulnerable to climate change (mainly through temperature increase and decline in
precipitation).
According to the available climate change scenarios for Bulgaria, there is a
trend toward increased frequency of climate change–related extreme events and
disasters, as demonstrated in more often occurrences of heavy rainfalls, heat and
cold waves, floods and droughts, hurricane winds, forest fires, and landslides.

Average Year
Temperature for the
Period 1961–1990

Temperature projections under different emission scenarios
While the challenge of addressing both the extreme impacts and incremental
change is daunting, there is an indisputable need to manage loss and damage both today and in the future by adopting and applying mechanisms that
facilitate prevention, reduction, and transfer of climate change–related risks.
Since the climate-related loss and damage threaten to derail social and economic development in many parts of the world, it is necessary that planning
and management strategies are based on the prevention and reduction of risks
rather than focused solely on disaster preparedness and responses.
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Research conducted by the Department of Meteorology, National Institute
of Meteorology and Hydrology and Bulgarian Academy of Sciences, projects
an increase in annual air temperature in Bulgaria of between 0.7°C and 1.80°C
by 2020. Even warmer temperatures are expected by 2050 and 2080, with
projected increases of between 1.6°C and 3.1°C and between 2.9°C and 4.1°C,
respectively. Generally, the temperature increase is expected to be more significant during the summer season (from July to September).

Pessimistic Climate
Scenario for Average
Year Temperature for
2080

145

In terms of the expected changes in rainfall patterns, a reduction in precipitation is likely, leading to a significant reduction of the total water reserves in
the country. In this regard, projections suggest a decrease in precipitation by
approximately 10 percent by 2020, 15 percent by 2050, and up to 30–40 percent
by 2080. In most climate change scenarios, rainfall during the winter months is
likely to increase by the end of the century, but significant decrease in rainfall
during the summer months is expected to offset this increase.

Precipitation per Year for the Period 1961–1990

What are the reasons?
There is now convincing scientific evidence that human activity is altering
the global climate (IPCC 2007). World Meteorological Organization findings
also reveal that in the last decades, the greenhouse gases have dominating
role with respect to the global climate change. Stabilizing greenhouse gas
concentrations in the atmosphere will require a dramatic reduction of annual
emissions, eventually to a small proportion of current levels.
Fossil fuels comprise 88 percent of the energy supply in ECA, while the region’s use of renewable energy is the lowest in the world. Coal is the leading
fuel for power generation even in Poland, the Czech Republic, and Bulgaria,
countries bound by the EU’s 2020 target to reduce carbon emissions by 20
percent from 1990 levels.
Europe and Central Asia region also remains the most energy-intensive
economy in the world—using 50 percent more energy per unit of output than
the global average.
The low public support for climate action in the region may be explained by
the fear of imposing a tax on carbon, which will hit the region hardest. Only 23
percent of the ECA citizens surveyed in a recent poll say that they have personally taken actions to help fight climate change, compared with 60 percent in
Western Europe.
Whatever the warming scenarios, and however successful mitigation efforts prove to be, the impact of climate change will increase in the coming
decades because of the delayed impacts of past and current greenhouse gas
emissions.
CO2 emissions by country, 2009: Top five emit three-quarters of all ECA emissions

Precipitation per Year for 2080, According to the Pessimistic Scenario
Adaptation to the climate change is vital in the short to medium term
BUT TOGETHER with URGENT and aggressive mitigation efforts…
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Climate change impacts
Changing climate conditions will have major impacts upon many sectors
of the economy. Highest vulnerability to climate change is explicitly noted in
the sectors essential to the economy: energy, agriculture, transport, forestry
and health.
Some of the most severe impacts are expected upon the demand, supply,
infrastructure, and economics of energy sector across the entire region.
Changes in temperature and precipitation patterns, as well as possible
water shortage resulting from climate change will impact overall agricultural
production. That would result in economic losses, increased poverty rates and
impacts on food security.
Severe impacts are also expected on the transport infrastructure such as
roads, railways and pipelines throughout ECA due to extreme weather events
and changes in the water levels of the Sea. With rising motorization, the transport sector has seen the fastest increase in GHG emissions.
What should be the response of the public policies?
Climate Action for better sector public policies is needed. Still, there is a growing awareness that the public authorities have no choice but to take mitigation
and adaptation measures to deal with the unavoidable climate impacts and
their economic, environmental and social costs.
In the next few decades this awareness is expected to grow, as the actual
and anticipated impacts of climate change will become clearer. Hopefully, the
international consensus for climate action (both mitigation and adaptation)
will continue to evolve. Governments should realize that it is cheaper to take
early, planned mitigation and adaptation action than to pay the price of not
adapting.
In a number of developed countries Governments are already discussing
reductions of GHG of 80% from 1990 levels by mid-century.
Adaptation and mitigation fronts
Adaptation implies the adjustment of society to a changing climate.
Adaptation is required because climate change is already underway, and further warming from existing emissions is inevitable. Adaptation efforts could
imply:
zz Regional assessments - done iteratively not just one off;
zz Weather & climate monitoring and services;
zz Emergency response plans, early-warning alert systems;
zz Infrastructure to withstand new “extremes”;
zz Prioritization of lands to preserve and manage multiple threats;
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zz Crop varieties that perform well in droughts/floods/heat; seed banks
to conserve traditional germplasm;
zz Development of social safety nets / insurance mechanisms;
zz Information systems / share best practices within and across regions
of the world.
Mitigation requires shifts in current behaviour to end practices driving further climate change. Mitigation is required because there is no way to adapt
out of climate change.
Climate change governance
The national governments can play an important role in putting in place
institutions, policies, plans and measures to promote mitigation and adaptation
to human induced climate change. A well-designed climate action can bring
numerous benefits, while also being cost-effective.
1. Better informed decision-making. The policy decision making should be
informed by the available Climate knowledge: Recently, there is more climate data; climate services and web portals have become available. A solid
knowledge base is also essential to drive innovation and climate adaptation
technologies. Also, the climate science conclusions need to be used to inform
development priorities: many governments, especially in EU are undertaking
climate vulnerability assessment which is to be the basis for economic scenarios
per sectors and for adaptation measures.
2. Mainstreaming climate change into activities across sectors. Climate change
– both mitigation and adaptation measures need to be mainstreamed into
activities across sectors, in national strategies, programs and policies; The new
EU Financial perspective 2014-2020 also promotes the climate mainstreaming
in terms of allocating 20% of the overall country EU funds allocation to support
climate related measures.
3. Stakeholders’ involvement in the development process of climate change
strategies is crucial to ensure sustainability of the climate action policies and
to build consensus with respect to their implementation. The approach undertaken by many countries advanced with developing climate policies is to have
small core group of administrations leading the process, but engaging with a
wide range of state and non-state stakeholders;
4. Communication and awareness-raising is important to build understanding in the public society about responsible behaviours: without effective
communication and awareness-raising, implementation of the climate
change mitigation and adaptation strategies and associated actions will be
very challenging;
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5. An evolving process. The policies triggering climate action should be seen
as an evolving process: the climate change strategies should be reviewed and
updated to take account of advancing climate change science, research and
technology, but also, to reflect the evolving knowledge on climate change in
the same time.

Climate action interacts with other development objectives
Climate strategy should go through assessments of the costs and benefits
from introducing climate action policies into the wider national and sectorial
development objectives, such as: economic growth; environmental sustainability and social inclusion.

How to think about Climate action: Elements of a climate action
strategy
Sometimes Climate action (mainly International emissions reductions) would
require a dramatic change to existing patterns of production and consumption.
The transition to a low carbon emission economy implies a transformation of
key economic sectors including agriculture, transport, construction, forestry
and energy. It requires the development and deployment of new technologies
and the emergence of new ways of doing things.
Governments have a critical role to play in orienting and accelerating the
shift to a low carbon development trajectory.
The following describes the elements of a climate strategy, linking development objectives of national and sectorial policies with climate action objectives
and priorities.

Above all, countries need to focus on three types of climate action: climate
action as a co-benefit, climate action as an investment, and climate action
as insurance.101
Climate action as a co-benefit:
These are the climate actions that make sense even without considering
climate benefits – and these should be the priority ones for all countries. Such
actions could support energy efficiency investments or restoring degraded
soils to make agriculture more productive (while also increasing carbon storage in soils).
An example of climate action as co-benefit can be seen also in the energy
production and consumption. Fossil fuel usage is the single largest contributor
to greenhouse gas emissions. Therefore climate action is much needed in the
energy sector. Taking climate action in this sector can bring a lot of co-benefit
to policies that make sense even if we were not concerned about climate
change. To enhance energy security, improve competitiveness, strengthen
fiscal outlook and mitigate social impacts of energy crisis, the public energy
101 Concept by Uwe Deichmann
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expenditures for energy in some countries (such as harmful fossil fuel subsidies) should be lowered. In 2011, Uzbekistan and Turkmenistan spent 28 and
23 percent of GDP, respectively, on energy consumption subsidies, the highest
in the world. Low-carbon development should be supported in cost-effective
manner. In the same time, social support systems should be put in place for
the “energy poor”.
Apart from positive climate impact, more efficient energy use could result
in co-benefits such as: increasing the productivity, improving mobility and
creating more comfortable buildings.
Other co-benefits could be for example: more efficient road transport as a
result from a reduced congestion, air pollution, accidents, and noise, compared
with just 5 percent from reduced greenhouse gas emissions. (See the table on
the next page.)
Other sectors where co-benefits from taking climate action could be seen are:
agriculture and forestry. Farms and forests should be managed better: forests,
pastures, soils are often under-managed & exploited. The forest governance is
weak: this impact land, institutions, markets. Deforestation currently accounts
for 25%‐30% of human generated carbon dioxide emissions, with most occurring in tropical and temperate areas of Africa, Asia and Latin America. Reducing
this rate, and developing new ways to manage forests more sustainably is one
way in which countries can make a contribution to mitigation in the coming
decade. Improvement of governance in the forest sector, integrating the
climate concerns, can bring economic and social as well as climate benefits.
Climate action in the farming and forestry sector provides “triple wins”: lower
emissions, higher yields and increased resilience. Tackling this problem will
require efforts of governments and large timber consumers, as well as funding
from higher income states.
zz Climate action as investment
The second area is what we call climate action as an investment. This gets
at the issue of how countries can benefit from greening their economies. In
order to boost investment in this area, countries in the region should recognize
that climate action generates economic opportunities and jobs in high tech
industries and in research and development, as well as in many other areas.
Climate actions that may not immediately pay off, but that can have large
benefits in the near future.
What we have seen in the last few years is that new companies emerge in
countries that have implemented ambitious green policies early and take advantage of the economic opportunities that have sprung from these policies.
There are numerous examples in places like Denmark, Spain, or Germany. These
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opportunities will only grow – and many emerging economies are now banking on this growth. For example, in Germany, only a small share of jobs in the
solar industry is in research or solar module manufacturing. The vast majority
is in installation and maintenance.
Furthermore, Eastern European countries could potentially benefit from their
geographic proximity to green growth leaders in Western Europe by attracting
“green foreign direct investment” and increasing trade.
According to a new report by the Frankfurt School, the United Nations
Environment Programme, and Bloomberg New Energy Finance, $244 billion
was invested in the renewable energy sector last year – half of which came
from developing countries. Although countries such as China – now the world’s
largest market for renewable energy, South Africa, Morocco, Mexico, Chile, and
Kenya all contributed to this investment.
Also, higher share of renewable energy is needed. The global market for renewable energy is estimated to be worth $2.3 trillion during this decade. With
their proximity to green growth leaders in Western Europe, Eastern European
countries stand to gain by adopting clean energy policies that will increase
trade with the EU15.
zz Climate action as investment: Reducing the pains
When we think about investment, we should always look into the social and
labour market policies, since countries should be made less vulnerable to energy
price increases. Government should strengthen targeted social safety nets, including direct income transfers and tariffs where charges for a minimum supply
of energy are low. This can provide immediate relief in the short term. The key
is to have well-functioning social protection programs (with wide coverage of
poor households and acceptable targeting efficiency) and to improve targeting
and to increase the transparency and efficiency of energy services.
Households should be supported with energy efficiency improvements
over the longer term, such as incentives for improved home insulation and
access to energy efficient appliances. This helps households reduce their
energy consumption and provides a more sustainable solution by lowering
overall energy demand, as opposed to subsidies and compensatory measures
through social assistance that do not always provide incentives to reduce
energy consumption.
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zz Climate action as insurance
The third type of climate action is what we call climate insurance. These
are actions that will have a high cost for some time, but that are necessary to
avoid dangerous climate change impacts. The insurance and other financial
products should be promoted for resilient investment and business decisions.
This is for such spheres of investment where some actions could be undertaken
to prevent dangerous climate change impacts but where the costs still significantly exceed the benefits. Given the scale of the climate challenge, public
support will be important for quite some time – even if the payoffs may be in
the distant future.
The EU Green Paper on the insurance of natural and man-made disasters,
adopted together with the EU CC Adaptation Strategy, is a first step in encouraging insurers to improve the way they help to manage climate change risks.
Also, by focusing on these three types of climate action, countries will be able
to reap both the economic and environmental benefits of these investments be
considered as an insurance against the more severe consequences of climate
change in the long run.
Climate Action opportunities for Bulgaria
Bulgaria has substantial green growth potential and it depends upon bold
and systematic actions to tap into this potential in areas like agriculture, energy
efficiency and green manufacturing.
Bulgaria, as a country with vast agricultural land, fertile soils, and diverse
agro-climates, has significant agricultural potential, but today this is the least
productive sector of Bulgaria’s economy. Systematically investing in “climate
smart agriculture” – agriculture that strengthens food security as well as climate
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change adaptation and mitigation – will allow Bulgaria to best tap its agricultural potential. Organic agriculture is one form of such climate smart agriculture,
and it is a fast growing global market, including several EU countries.
Energy efficiency of buildings also presents a huge potential. According
to the OECD, energy consumption of existing buildings can be reduced by up
to 50%. Given the large share of old panel apartment buildings in Bulgaria, in
which 2.7 million Bulgarians live, the energy savings potential in Bulgaria is even
higher. Using EU funds for a large scale program to retrofit buildings would
create a win-win-win situation –for homeowners as it reduces their energy
bills, for business as it creates jobs, and for the environment as it would reduce
Bulgaria’s energy intensity. Today, Bulgaria has the highest energy intensity in
the EU – in order to produce one unit of GDP, Bulgaria uses four times more
energy than the EU average.
With determined actions, Bulgaria can also position itself as a European investment destination for green manufacturing. Being close to green growth
leaders in Western Europe, Bulgaria can seek closer integration by encouraging
green foreign direct investment and trade in green goods and components.
What the World Bank is doing in ECA?
Climate Change is one of the three regional pillars guiding World Bank
investment in the ECA.
Region, stepping on:
zz Adaptation & Resilience in Cities, Agriculture & Natural Resources,
especially water, and in most vulnerable countries (Central Asia, S
Caucasus, W Balkans, Turkey);
zz Deepen & diversify Energy Efficiency (power, industry, cities - urban
transport, residential, heating and buildings);
zz Scale-up Mitigation from Sustainable Agriculture and Natural
Resource Management (forestry, pasture/grassland).
Since the launch of the first Turn Down the Heat report (in November 2012),
the demand from our client countries for innovative solutions to climate change
has gone up. Climate action is a priority for the World Bank’s work in Europe
and Central Asia. Countries’ climate policies – including those that moderate
the costs of climate action for the poor and vulnerable – should prioritize actions that will strengthen competitiveness and promote growth. By prioritizing
climate action, countries in the region can ‘grow green’.
We are working with 130 countries on this issue and have stepped up financing for mitigation and adaptation efforts, almost doubling our lending for
adaptation in FY2012. Through the Climate Investment Funds, we are providing
$7.6 billion of funding to 48 countries for transformative climate investments
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that support low-emission and climate-resilient development. A recent report,
Mapping Carbon Initiatives, highlights action at the domestic level to put a
price on carbon. It finds that over 40 national and 20 sub-national jurisdictions as varied as Kazakhstan, China, South Africa and Australia, have either
implemented or are considering carbon pricing mechanisms.
Three new WB regional reports identify the local and immediate benefits of
climate action. A set of three World Bank reports from Europe and Central Asia
region focus on the “here and now” of policies to fight climate change. They
identify what countries in ECA should be doing, and how they can best do it:
zz Growing Green: the Economic Benefits of Climate Action identifies
energy efficiency, cleaner energy, and natural resource management as the main components of a growth-friendly climate action
strategy and shows that the biggest gains will come from improving
energy efficiency.
zz Energy Efficiency: Lessons Learned from Success Stories analyzes the
policies of countries in the European Union that have improved energy efficiency the most—Denmark, Germany, Ireland and Sweden
in the west, and Lithuania, Poland and Romania in Central Europe.
The report shows that quickest gains are in industry; residential
energy efficiency improvements tend to be more difficult.
zz Balancing Act: Cutting Energy Subsidies While Protecting
Affordability proposes that with well-designed energy tariffs and
social protection policies, the fiscal and environmental benefits of
eliminating energy subsidies do not have to come at the expense of
increased poverty and hardship. It shows that reducing consumption subsidies is possible and the welfare gains can be sizeable.
The WB is working on a climate action plan equal to the scale of the problem
and bold ideas that will make the biggest difference. We work with the premise
that a 4oC world climate change can and must be avoided. We believe that the
release of the Turn Down the Heat reports will further spur action on climate
change from our client countries as well as some of the major developed nations, who are among the top emitters. After all, our mission is a world free of
poverty and climate change is a fundamental threat to the economic well-being
of a nation.
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REGULATORY REFORMS REQUIRE A CLOSER FOCUS
AND A SHIFT TO OVERDRIVE
Pavel Ivanov was born in Sofia, where he graduated
from the Public Administration Department at the Sofia
University “St. Kliment Ohridski”. He is currently Secretary
of the Administrative Reform Council and works as a chief
expert at the Council of Ministers of the Republic of Bulgaria.
He is a member of the Executive Board of the Professional
Association of the Civil Servants in Bulgaria. Pavel is an expert in regulatory reform and good governance. He has been
directly involved in a number of public administration reform
initiatives, including better business environment.
Pavel has more than 10 years of experience in public policy analysis and strategic
planning. He has worked on various projects for public administration reform and
has vast professional experience in project management. He has been in charge of
the preparation of key strategic documents for Bulgaria and has authored many
articles on public administration reform.
Even the most staunch supporter of the minimal state would find it difficult
to imagine today’s world without regulation – without any control over the
banking sector, without any requirements in the field of construction, without
any control over the quality of medicines and alcohol, without any restrictions
to the possession and trade of arms, without any information about the content
of foods, without any sanitary requirements for restaurants and bars, without
any traffic lights and road signs in the cities.
The question is how to build a system of smart regulation, of well-thought
and applicable in practice legal acts, which help people and entrepreneurs,
instead of burdening them with unnecessary complications and bureaucracy,
with administrative protection over certain circles and inconsistencies in the
control over the implementation of the law.
The existence of such system is especially vital for Bulgaria – not only from
a formal point of view – in terms of the preparation of the new programming
period and the development of the new Operational Programme “Good
Governance”, but also as an indispensable government response to the important social problems. Without this system the debate over the price of
electricity and the role of the electricity distribution companies, over child
support payments and who is eligible to receive them, over putting an end
to the monopoly of the National Health Insurance Fund and etc., would con-

tinue forever. That’s why the purpose of this text is to present the context and
perspectives for placing the regulatory reform in the focus of attention of any
government and the possibilities for its acceleration.
Good regulation is the main source of a good business environment, of economic growth, of healthy competition, of new jobs. Good regulation requires
efforts in this respect and the initiative should not remain only a bullet point
in the election platforms and government programs, like it has been the case
over the past 10 years. On the contrary – the continuous improvement of the
quality of the regulatory environment should be the basis of any program.
Among the Bulgarian society there is still doubt whether governments and
institutions actually support the initiative for quality regulation, because its
implementation could put an end to the possibility of benefiting certain oligarchic and corporate circles. Bulgaria does need quality regulation, because
nowadays the level of public trust in key institutions such as the State Energy
and Water Regulatory Commission, the Bulgarian National Bank, the Financial
Supervision Commission and other major regulatory bodies is low and the
European Commission continuously criticizes the country over the insufficient
capacity of the regulatory bodies. Regulatory setbacks today are being punished very severely and lead to greater failures, in a time when citizens and
entrepreneurs are beginning to lose their patience.
Good Regulation vs Bad Regulation
In my work and during my lectures I have often asked the question “What is
good regulation?” This question has led to a wide variety of answers – part of
them having to do with the right to good governance as a whole, others with
the desire for less state interference in the economy and a third group - with
the regulatory burden reduction and increased efficiency of the regulations. If
you look at the world through rose-coloured glasses, good regulation is regulation, which stimulates economic growth and the establishment of a stable
business environment and it is possible to achieve this within a period of several
years. From a pessimistic point of view, on the other hand, good regulation is
a bureaucratic initiative of the European Commission, which has led to at least
half of the existing burden for businesses.
At EU level smart regulation policy is a top priority, since it is part of the
commitment of the Union and the Member States to achieve “smart, sustainable and inclusive growth”, as envisaged in the Europe 2020102. This Strategy
calls for administrative burden reduction both in terms of EU legislation and
national legislation, because globalization requires quick actions for improving
competitiveness and energy efficiency, for producing safe foods and etc.
102 http://ec.europa.eu/europe2020/index_en.htm
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On EU level the better regulation initiative started in 2002 and it encompasses
the following areas: implementing a system for impact assessment; carrying
out a programme for improving the quality of the existing legislation through
simplification, codification and etc.; improving public consultations with citizens and businesses and considering alternatives to regulation. Gradually the
better regulation initiative evolved into smart regulation103 but the goal of the
European Commission continues to be mostly to improve the quality of the
legislation and to enhance the participation of stakeholders in the process of
policy design and development.
The new EC approach for smart regulation requires the adoption of new
legislation to be preceded by a thorough analysis of the costs and benefits
from the existing legislation. The main idea is to evaluate whether it is possible
to simplify the existing legislation, to abolish outdated regulatory regimes or
to consolidate and codify the legislation, before adopting new regulations.
Compared to the previous better regulation initiative the focus has shifted
from ex-ante impact assessment to ex-post evaluation of the acting legislation,
where the ex-ante assessment is based upon the results from the ex-post one.
Of course, this approach in the EC has become logical due to the fact that there
is now a critical mass of already existing ex-ante impact assessments, which
can be evaluated with respect to the implementation of the legislation and
the modern realities.
The broader approach for assessment of legislation and policies was firstly
introduced in 2010 through the so-called regulatory fitness checks. In 2012
the EC initiated the Regulatory Fitness and Performance Programme (REFIT)104,
which aims at improving the efficiency and effectiveness of EU legislation
for achieving the goals of public policies: by proving clear added value, by
achieving maximum benefit at minimal cost and respecting the principles of
subsidiarity and proportionality. The final result should be a clear, simple, stable
and predictable regulatory framework for businesses, employees and citizens.
Through the REFIT Programme the Commission is hoping to determine, assess
and adopt initiatives leading to a significant reduction of regulatory costs and
simplification of existing regulations.
For more than a decade now the European Union has been trying to reduce
bureaucracy but the work on amendment of the existing EU legislation is ongoing. In Bulgaria there is a practice sometimes the directives of the EU to be
translated word by word when transposing them into the national legislation,
which leads to complications for the Bulgarian companies and results in overregulation beyond the minimum EU requirements, which is called gold-plating.
103 See http://ec.europa.eu/smart-regulation/index_en.htm
104 See http://ec.europa.eu/smart-regulation/refit/index_en.htm
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This administrative practice should be ended as soon as possible through
consultations with the stakeholders.
There are various examples of bad regulation and regulatory failures around
the world, which should be closely studied in order to decrease the possibility of repeating and multiplying them. Without any doubt one of the biggest
regulatory failures in history was the prohibition of alcohol consumption in
the USA (1920-1933). The general idea of the introduction of this prohibition
was to decrease crime, offences against the law and corruption, as well as to
improve the health status of the population. The result of the initiative was a
failure in all respects – crime became better organized, the level of corruption
increased significantly, businesses were forced to close down and jobs were
lost, the grey economy peaked, which led to a reduction of budget income from
taxes and fees. Due to these reasons and to the lack of control over the quality
of the alcohol, the health system and the general health level of the population
suffered a blow. Data shows that alcohol consumption decreased only during
the first year following the prohibition (1921) as a result of the shock and the
lack of an organized black market, but afterwards increased several-fold and
never went back to the levels of 1919, the year before the prohibition.105

A photo from the Internet: a protest against the prohibition of alcohol consumption
in the USA; 1933 is the year when the ban was finally lifted.
These lessons are important today, because prohibitions in the contemporary
dynamic world and especially in countries at a similar stage of development
105 Thornton M., Cato Institute Policy Analysis No. 157: Alcohol Prohibition Was a Failure, 1991
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Free market

Free market governed only by general competition policy

Private sector voluntary regulation (voluntary agreements,
private standards)

Competition

Mandatory information disclosure (to enhance customer
choice)

Market-driven solutions

like Bulgaria usually don’t produce the desired effect.
When deciding upon regulatory measures one should always take into
account the actual socio-economic environment and also human behaviour,
which is sometimes irrational – people know that detrimental effects from
smoking are scientifically proven, but a large proportion of the population
smokes, they know the negative effects from alcohol abuse, but still some
people abuse it. The same is valid for other vices as well. In the developed
countries nowadays the total prohibition is not the solution for all problems.
It does not lead to a motivated change of behaviour and people find various
ways to go around these regulations.
The Organization for Economic Cooperation and Development (OECD) points
out several main regulatory and non-regulatory instruments, depending on the
intervention upon the free marker, which are shown in the table below106:

Market incentives, established by government (taxes,
property rights)
Process regulation (requiring firms to assess risks and take
most effective action)

Regulated private activity
Contracting out monopoly to the private sector
Corporatised public monopoly
Public monopoly

106 Regulatory Policies in OECD Countries: From Interventionism to Regulatory Governance, OECD,
2002
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No formal
economic
activity

Government ban on economic activity

Monopoly

Command and control regulation

Government-driven solutions

Performance regulation (standard objectives set by
government)

The table illustrates a number of instruments and policies, which include
various regulatory interventions, aimed at achieving certain goals. When making a decision one should take into consideration a large number of policy
options, suitable for the solution of a given problem and not just a single one.
It should be noted that the natural reaction of the institutions and bureaucrats
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in the field of state governance, when facing a problem, is to resort to quick
legislative amendments. This is usually done without any thorough analysis of
the root causes of the problem, which could be the result of non-observance
of the existing legal norms or of poor organization of the executive power for
properly implementing the law. In this naturally constructed command-control
system the worst decision is definitely the one at the bottom of the table – ban
on economic activity.
Over the past years, due to group-specific interests, Bulgaria has had some
unpleasant experience from the introduction of similar prohibitions, which
harm the business environment and send a negative signal to potential investors in the country. One of the most flagrant examples is the ban on the production and trade of cigarette filter tubes (cigarette paper and filters). In the EU
this is a strictly legal business worth millions of euro, and factories across the
continent produce billions of cigarette filter tubes. In Bulgaria this business was
banned in mid-2012, despite the Treaty on the Functioning of the European
Union, which introduces a ban for quantitative restrictions and other measures
with similar effect between the Member States. Some of the reasons behind
the prohibition have to do with limiting the cigarette contraband, putting an
end to the illegal production and retail sale, but strong group interests seem to
be the main motive. A year later the Ministry of Economy and Energy initiated
a public consultation for the removal of the prohibition and on July 7, 2014
the Council of Ministers put forward the legislative amendments, but they
have not been passed by the Parliament yet. The imposition of bans on certain
economic activities is the worst possible signal towards investors in the long
run. Would you invest in a country where a completely legitimate business is
banned overnight upon the snapping of one’s fingers?
There are many other similar examples of bans on economic activities or of
regulatory measures, which harm the economy. In each case the result is loss of
jobs, loss of income to the state budget and an increase of the shadow economy.
One of the most emblematic regulatory failures in the past several years was
the ban on smoking in bars, restaurants and public places. The entertainment
and tourism business was forced to invest considerable funds due to lack of
political consistency and continuity on the issue whether should have a ban,
should it be complete or partial and etc. This lack of consistency lasted for at
about 7 years, which costed the businesses tens of millions of Euro in investment. Even worse – despite the introduced in 2012 smoking ban, even today
people continue to smoke in restaurants and bars and the level of observance
of the prohibition is very low. The lack of political continuity and pre-election
promises are the main reasons why citizens and businesses do not abide by the
law. This creates a favourable environment for corruption, unhealthy competi164

tion and distrust in the state’s ability to guarantee the rule of law.
Better Regulation Policy in Bulgaria since 2007
Bulgaria in 21st century – you drive into a medium-sized Bulgarian city, which
you don’t know very well, looking for the office of your business partner, but at
the same time there are enormous construction works in the city for changing
the water conduit system. What will happen next? Most probably you will start
circling around the city, because road signs directing the “clients” are almost
non-existent, electronic GPS maps don’t take into account the recent changes
and you have to rely on your pure luck to get to your destination. It’s not a typical
example of business regulation but you will lose time, money and waste a lot
of nerves. Good regulation requires accurate direction and faster implementation of business ideas with smaller costs. Many entrepreneurs in Bulgaria have
faced bureaucracy when trying to start a small business, for example opening
a hairdress salon in their own house, or a small store or a café. Each of these
business events requires investing a great deal of time, disproportionate to the
scale of the activity, collecting all kinds of documents from various institutions
and as a result paying too high price. The system doesn’t contribute to improving the competitiveness and the business environment in Bulgaria, which the
country desperately needs.
The solution to these problems is good regulation. Good regulation is of key
importance, if we want the Bulgarian economy to function effectively, while
at the same time achieving the social and ecological goals. Consequently, in
terms of the economy one of the most important tasks for politicians and the
administration is to remove or decrease the administrative burden for businesses. Bulgaria needs an improvement of the conditions for doing business
through a thorough regulatory reform, because the strict legal requirements
and inefficient administrative services limit the possibilities for company growth
and stifle the development of innovations and competitiveness.107
From the viewpoint of official policy the first systematic measures for better
regulation in Bulgaria were initiated in 2008 when the government adopted the
Better Regulation Programme 2008-2010. In the period before 2007 Bulgaria
had invested a lot of efforts in an unseen before that revision and amendment
of the legislation, due to the accession to the EU and the need to synchronize
the national legislation with the acquis communautaire. The main objective
was to join the EU and to integrate the country into the free European market.
During that period the passing of legislative amendments was not accompanied by an assessment of the costs and benefits for the Bulgarian economy
and the business environment. Probably the strategic goal of joining the EU
107 Bulgaria: Public Expenditures for Growth and Competitiveness, World Bank Report, 2012
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required this approach, despite the additional costs and restrictions incurred
by businesses. To a large extent the need to improve business regulation was
not in the focus of attention, because the period 2000-2008 was characterized
with sustainable economic growth and a boom in the attracted direct foreign
investments.
In some areas, during this period the EU legislation was being translated and
incorporated directly into the national legislation, without taking into account
the national characteristics – for example the existence of 5 clearly defined
types of regulatory regimes in Bulgaria, which are regulated in the Limiting
Administrative Regulation and Administrative Control on Economic Activity
Act (LARACEAA) of 2003. This allowed the adoption of regulatory regimes in
contradiction with the national legislation and prevented the flexible adaptation of the European norms in accordance with the needs and characteristics
of the Bulgarian businesses. The adoption of the EU legislation in Bulgaria
brought a lot of benefits by removing restrictions for the free movement of
people, goods, services and capitals, but at the same time created risks for the
businesses in the country, which had to deal with the new regulations and to
invest a lot of resources in order to meet the new European standards and to
compete with the more competitive European economies.
In 2008 with the support of international institutions such as the World Bank
and the OECD the first Bulgarian Better Regulation Programme 2008-2010 was
developed. The goals of the Programme were directed to: 1. Simplification of
administrative regimes, 2. Creation of an institutional structure to implement
the better regulation policy, 3. Stimulation of the dialogue with the stakeholders, 4. Implementation of better regulatory policies at the local level. In 2010 the
Programme was extended until 2013 and 3 specific goals were set: improvement
of the administrative regulation, introduction of regulatory impact assessment
and improvement of administrative service delivery through e-governance.
The results from the implementation of the first Better Regulation Programme
2008-2013 are inconclusive but international assessment as a whole shows insufficient efforts for changing the status quo. The progress in improving the
regulatory activity at the central and municipal level has been very limited,
the necessary stable institutional framework for implementing an effective
better regulation policy is still lacking and the administration in general remains resistant to making changes and removing regulatory regimes. Impact
assessment has not been implemented as a governance tool. Bulgaria was
unable to use the pressure from the world economic and financial crisis as an
impulse for regulatory reform in order to improve the business environment.
Arguably the biggest progress has been made in terms of increased transparency in the process of developing new policies and legislation, which is to a
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large extent result of the creation of the central Public Consultations Portal
www.strategy.bg. The portal was distinguished as a good practice of digital
democracy by the Parliamentary Assembly of the Organization for Security and
Co-operation in Europe.108 Despite that the public consultation process needs
considerable improvement and negative practices of lack of consultation or
fake consultations carried out only on paper should be ended. Over these past
years there has been a significant problem with the lack of political leadership
of the programme, which is indispensable for the successful implementation
of the measures.
As a result of all that businesses today still claim that the volume of the existing
legislation is continuously growing and becoming too detailed. They claim that
the legal norms and regulatory measures are outdated, ineffective and constantly
expanding. They point out the existing fragmentation of the various policies (for
example in the field of energy and the environment), the existing ungrounded
legislation, the numerous monitoring activities and inspections, the bureaucracy
in the face of various agencies that doesn’t allow businesses to dedicate their
free time to innovations and increasing productivity. Bulgaria demonstrates a low
level of adaptation of the bureaucratic institutions to market needs, insufficient
funding or strictly fixed budget frameworks of the agencies, which doesn’t allow
for a more flexible response to the changing environment.109 This compels the
government to remove all possible obstacles and hurdles for the business, making
the regulation proportionate and based upon evidence, but the state regulates
only where necessary and when the state has the capacity and the resources to
do that – not in all sectors of the economic life.
In this respect it could be claimed that in Bulgaria exists over-regulation. At the
central level the total amount of regulatory regimes is 790, in addition to another
roughly 400 quasi-regimes, which are administrative services on paper, but in
reality regulate certain economic activities (this makes it about 1200 regimes in
total). Some of the regimes are unnecessarily overcomplicated, for example it is
necessary to have a license for providing professional training services and career
orientation, where the monitoring of the market is extremely weak. This is a typical characteristic of regulation in Bulgaria – it is a very difficult to enter a certain
market and start operating, but afterwards there is a very limited control over
the market. It should be the other way instead. In the given example the requirement for obtaining a license is completely unnecessary and contradicts the basic
principles, implied in the LARACEAA. This Act, adopted in 2003 and amended 27
times since then, has the potential to change considerably the existing administrative regulation and administrative control system in the country, but this
108 Socialscape: New ways that parliaments, governments, and civil society are increasing civic
participation, p. 48, 2013
109 Tanev, Т., Public Policy Analysis, 2008
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potential remains unexploited.110 This is due to the lack of adequate control over
its implementation in practice, which is pointed out in several analyses of various
international institutions.111 The majority of the existing regulatory regimes do not
correspond to the 5 types of regimes stipulated under the LARACEAA and there
are also other discrepancies with the goals set in the Act. It cannot be expected
that a high quality piece of legislation like this one is capable of improving the
welfare of the society, if it is not effectively implemented in practice.
In addition to the regulatory regimes at the central level, come the ones administrated by the local authorities, which greatly affect the business environment.112
The World Bank Report “Bulgaria: administrative barriers to businesses at the
municipal level” shows a lack of consistency in the provision of key municipal
services for businesses. For the same municipal services the different municipal
authorities apply different procedures, which take a different amount of time,
require different documents and the fees for these services do not follow the cost
recovery principle. The evidence in the report shows no correlation between the
volume of work and the necessary time for the provision of a certain administrative service – sometimes the busier municipalities provide the services faster.
There is also a difference in the period of validity of the permits issued by the
different municipalities. Some municipalities still require citizens and businesses
to provide specific documents, in order to prove certain facts, even though such
information is already available in the municipal registers. The level of implementation of e-governance tools is very low and the frequent interactions between
businesses and the administration facilitate the development of corruption.
All of these problematic areas clearly indicate the need for a programme for
improving regulatory practices at the municipal level, with the participation of
the government, the local authorities, the National Association of Municipalities
in the Republic of Bulgaria and other stakeholders. The most important municipal services for the businesses should be standardized in terms of procedures,
required documents and time for service delivery. The service fees should also
be re-calculated, so as to comply with the cost recovery model for determining
administrative fees.
It is a well-known fact that excessive legislative and regulatory activity leads
to growing corruption and expanding shadow economy. Excessive, quick and
disproportionate regulation is one of the main root causes of these two vices
of today’s economy. A number of reports and analyses done by international
institutions show conclusive evidence that administrative and regulatory burden
110 Managing regulatory regimes – Modern Regulation, Friedrich-Ebert-Stiftung and Bulgarian Industrial
Association, 2010
111 Bulgaria: Investment Climate Assessment: Volume 1, World Bank,. Washington, DC, 2008 г.
112 Bulgaria: Administrative barriers to businesses at the municipal level World Bank,. Washington,
DC, 2013
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reduction curbs corruption practices and decreases the share of the shadow
economy, which in the case of Bulgaria amounts to 31.9% of GDP – the highest share from all EU member states in 2012113. As already pointed out, despite
the existence of a large number of regulatory regimes in the country, once the
company obtains the right to commence business activity the supervision of the
market is not up to the required level. The weaker control and the insufficient joint
inspections of the different supervisory bodies lead to poor business discipline
and consequently create risks of corruption.
A number of studies over the past several years indicate that the unstable legal
environment is the main problem, faced by businesses and foreign investors. The
frequent changes of the “rules of the game” turn out to be the № 1 problem for
businesses in Bulgaria. Key legislation is being changed between 4 and 5 times
a year. A study shows that over the period 2000-2014 the Health Act has been
changed 57 times, the Spatial Planning Act - 64 times and the Health Insurance
Act a whole 78 times.114 According to data provided in the State Administration
Development Strategy 2014-2020 the number of acting laws in Bulgaria has increased over the past 15 years by 40% to reach 346 acts today, while the number
of secondary legislation acts is nearly 3000. This is a considerable volume of
legislation, which needs to be screened for possible simplification and synchronization with the requirements of the best contemporary regulatory practices
and the dynamics of the existing public environment. Some analyses show that
the total EU legislation exceeds 170 000 pages, 100 000 pages of which has been
adopted over the past several years. This is comparable in size with the weight of
a small whale.115 It is estimated that the number of new regulatory measures on
the federal level in the USA, adopted after the 1980s is over 100 000. That is why
there are continuous efforts to decrease the volume and improve the quality of
the acting legislation.
It can be assumed that some of the amendments to key legislative acts have
been made in order to serve specific lobbyists and economic interests, and over
the time the numerous new legislative norms turned into a serious burden for
businesses and citizens – for example the constant amendments to the Spatial
Planning Act have harmed the business environment in Bulgaria, which can be
seen in the country’s progress in the Doing Business Report of the World Bank,
in terms of the indicators “Dealing with construction permits” and “Getting
electricity”. The worst indicator for Bulgaria, according to the report, is “Getting
electricity” (135th place out of 189 countries), where the necessary time to connect
a new building to the electricity network is 130 days and the cost is 320% of the
113 See Shadow Economy and Undeclared Work, source: Schneider, F., “Size and Development of the
Shadow Economy from 2003 to 2012: Some New Facts“, 2012
114 Public Administration Development Strategy 2014-2020
115 Open Europe, Just how big is the acquis communautaire?
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income per capita. In terms of the indicator “Dealing with construction permits”
Bulgaria occupies 118th position and the report shows that Bulgaria has been
falling back in the ranking constantly over the past years, because procedures
in the area of construction have become more complex and more difficult to
comply with for the investors.116
As a consequence Bulgaria is falling behind in the overall classification of the
World Bank, which measures the progress of 189 countries around the world in
accordance with 10 indicators: starting a business, dealing with construction
permits, getting electricity, registering property, getting credit, protecting investors, paying taxes, trading across borders, enforcing contracts and resolving
insolvency (see figure 1).117

Figure 2: Ease of Doing Business Rank 2014 for countries from South Eastern
Europe

Figure 1: Position of Bulgaria in the Doing Business Report 2010-2014

Special Focus: Regulatory Impact Assessment

The improvement in 2014 is mainly due to a change in the methodology,
used by the World Bank, and not so much to the implemented reforms. Bulgaria
is ranked behind countries that are not members of the European Union such
as Macedonia and Montenegro (see figure 2).

Despite the clearly defined steps for the introduction of regulatory impact
assessment, included in the first Better Regulation Programme, the following
efforts over the period 2008-2014 have proven futile. During these years a lot of
civil servants have undergone specific trainings, but the lack of a clear political
will to change the way of designing and implementing policies still acts as a
brake, which doesn’t allow the introduction of quality and stable legislation.
Administrative and regulatory costs for businesses in Bulgaria will continue to
rise, if no corrective actions are taken and if the government doesn’t implement
the widely-used across Europe interdisciplinary approach to the decisionmaking process, based upon facts and data.
The Council of Ministers, the National Assembly and the ministers annually
adopt a large number of regulatory measures, as shown in tables 1 and 2.

116 Doing business, Economy profile Bulgaria, 2014
117 http://www.doingbusiness.org/data/exploreeconomies/bulgaria
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Table 1: Number of adopted ordinances and regulations118

If we leave out 2013, which was a year of political instability, on average 350
ordinances, roughly the same number of regulations and 150 laws are adopted
annually, so the total number of amendments to acting legislation is roughly
about 850 times per year, as a large number of these amendments have direct
effects over the economic, social and environmental fields on a national scale.
This wave of new legislation requires a clear definition and solution to the existing problems in accordance with the characteristics of the market and the
actual obstacles faced by businesses. From the tables above it can be noticed
that the Bulgarian administration has very wide powers to elaborate second-

ary legislation, in compliance with the law. This, in its essence, means right to
adopt new regulatory measures, which in certain cases may lead to increased
administrative and regulatory burden, which the legislator didn’t envisage
initially. This makes it of utmost importance in Bulgaria to be introduced a
systematic approach for carrying out regulatory impact assessments in the
administrative practice.
This approach meets resistance among the traditional legal experts and
some of the senior civil servants, because the administration “lacks capacity” and is incapable of analytical activities. In spite of the numerous training
seminars carried out over the past years this is the main excuse used to slow
down the regulatory reform and in particular the introduction of regulatory
impact assessment in the Bulgarian administrative practice. In order to build the
necessary administrative capacity for preparing good impact assessments you
need continuous efforts and support from the highest political level in every
single ministry and institution. It seems as if bureaucrats feel affected and even
threatened by the introduction of new policy tools, because some of them
benefit from the status quo, and politicians prefer other methods for taking
political decisions – preferably those where the motives derive from subjective “political” consideration, instead of from objective sources. In the view of
other traditionalists these are “whims and contraptions of Western countries”
and “EC rubbish”, which contradicts the “tradition”, the national practices and
characteristics of the Bulgarian political decision-making model. It seems easier
to obtain political dividends and to make decisions based upon strictly political
and/or corporate interests, instead of following the public interest. It is easier,
isn’t it? Policies, which offer small rewards for a large number of people, do not
attract political support due to the high cost of the necessary political activity,
compared to the obtained benefits, while on the other hand the interests of a
small and well-organized group have a better chance to be adopted through
active lobbying.120
These are the reasons why the amendments to the Law on Normative Acts,
which introduce modern elements of regulatory impact assessment, different
from the ones acting in Bulgaria ever since the period 1973-1974, have been
continuously blocked since 2008. This resistance does not take into consideration the main strategic documents, recommendations and policies of the
European Commission and the World Bank, national development programmes
and good European practices. Over the whole period after 2008 there have been
only 20-25 considerably good impact assessments prepared in Bulgaria.121 In
2013 there was an attempt to introduce the practice of impact assessments

118 Source: „State Gazette” of the Republic of Bulgaria and the Legal Information System of the Council
of Ministers www.pris.government.bg
119 Source: www.parliament.bg

120 Tanev, Т., Public Policy Analysis, 2008
121 Source: Public Consultations Portal

Number of Adopted Ordinances
Year
2011
2012
2013
New ordinances
116
77
85
Total number of amendments to existing
341
72
264
ordinances, including new ordinances
Number of Adopted Regulations by the Council of Ministers
377
55
313
Table 2: Number of laws adopted by the National Assembly119
National
Assembly

Period

Number of
adopted laws
564 (there is
no available
information for
the period from
August 2008 till
the end of the
mandate)

Average per
year

40th National
Assembly

11 July 2005 - 31 July
2008

41st
National
Assembly

14 July 2009 – 11 March
2013

554

138 (not a
full 4-year
mandate)

42nd
National
Assembly

21 May 2013 – 5 August
2014

138

138 (not a
full 4-year
mandate)
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through amendments to the Structural Regulation of the Council of Ministers
Administration, but the lack of administrative mechanisms for monitoring
and control over the quality of the prepared assessments, as well as the lack
of will for carrying out thorough assessments in the separate ministries led to
a mechanical exercise to copy-paste the motives into the respective fields of
the impact assessment form. Impact assessments are usually prepared after the
draft legislation is already finalized, without looking closely at different policy
options for addressing the existing problems. One thing is undisputable – the
impact assessment is a part of the contemporary political process, a new way
of working. It is a process, but the investment in it is worthy, as the benefits
are effective legislation and good governance. Only through its introduction, it
could start a process of cultural change in the Bulgarian administration, which
will protect the public interest more effectively.
I cannot skip another common mistake over the past years – putting the
focus on adopting new and amending existing methodological tools and
guidelines for carrying out impact assessments, instead of applying institutional pressure and creating the mechanisms for gathering information and
compiling the necessary database for preparing quality Impact Assessments.
This practice should be discontinued and the adoption by the government of
new Regulatory Impact Assessment Guidelines122 in mid-2014 could contribute to that. The methodological guidelines on a European level are all similar
and the efforts dedicated to the constant change of these guidelines are not
productive. It is needed more investments in gathering data, the lack of which
could become an obstacle to the preparation of quality analyses, but here the
Open Data initiative may be useful.123
A more essential obstacle for the introduction of regulatory impact assessments is connected with the extremely short public consultation period in
Bulgaria – only two weeks, 10 business days. The short period for consultations
is the main reason behind the frequent changes to acting legislation, which
is a major problem for businesses in the country. It is of utmost importance
for Bulgaria to implement impact assessments parallel with a new effective,
transparent and adequate system for public consultations. Bulgarian institutions
must ensure that the voice of the citizens will be heard. Good public consultations require purposeful contacts with trade associations and stakeholders,
which will lead to an improved business environment, reduced compliance
costs for businesses from new legislation and lower risk for doing business in
Bulgaria.
The period for public consultations on key legal acts and regulatory measures

should be increased to reflect the best practices in this field and become no
shorter than 12 weeks. This reform is bound to meet a lot of resistance as well,
because it requires a profound change in the policy-making process and the way
public interest and needs are taken into consideration. The long-term benefits
from this policy will contribute to solving the main problems the business face
in Bulgaria, to create new and quality jobs and to increase the investors’ trust
that Bulgaria is a stable and predictable place for doing business. The extension of the period for public consultations will enable citizens, businesses and
other stakeholders to give their comments and recommendations, which will
help decision-makers adopt such policies and regulations, which reflect to a
greater extent the needs and expectations of the society.
Currently on the one hand, the risks are connected with the insufficient time
for consultations, necessary for the proposed legal amendments to be considered by the public and on the other hand the practical implementation of the
law. The more insecure and risky the administrative and legal framework for
doing business is, the greater is the chance for attracting short-term speculative
investment, instead of long-term, sustainable investment by global companies.
A lot of legal norms and regulations are dedicated to the protection of public
interest, the protection of human rights, personal data, human health and the
environment. At the same time they should be well-argued and contribute to
the achievement of the goals they are designed to support, without burdening
unnecessarily other sectors, such as the business for example. The high regulatory costs lead to loss of competitiveness and hide risks for investors.
Regulation is a growing function of the contemporary state and the outlook
is for new waves of regulation to come.
The adoption of new laws and the practical implementation of the existing
ones should be transparent for all stakeholders, because the cumulative costs
for the business from regulation can be very high. This is a serious challenge for
Bulgaria, because the country has to deal with the accumulated costs by the
business for compliance with the existing legislation and to reduce the number
of regulatory regimes and norms that have become obsolete over the years.
A report by the Open Europe Foundation shows that the cumulative costs for
businesses over the period 1998-2008 from European and national regulations
amounts to 4.3 billion euro.124

122 http://www.strategy.bg/Publications/View.aspx?lang=bg-BG&categoryId=&Id=176&y=&m=&d=
123 Digital Agenda for Europe http://ec.europa.eu/digital-agenda/en/open-data-0

124
Out of Control? Measuring a decade of EU regulation, February 2009, Open Europe, http://
www.openeurope.org.uk/Content/Documents/PDFs/outofcontrol.pdf
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Table 3: Cumulative costs for businesses in Bulgaria for the period 1998-2008

Country

Cumulative
costs in
billion euro

Costs from EU
legislation

Costs from
national
legislation

% of costs from
EU legislation
from total costs

Bulgaria

4,265

2,487

1,778

58.3%

This shows the importance on the ex-ante impact assessment, on the one
hand, and the continuous ongoing assessment of the acting legislation, on
the other. The potential from implementing effective measures for better
regulation can lead to a GDP growth of between 1% and 3.5%. Analyses of
the OECD, quoted in a World Bank report, show the potential effect from
regulatory reforms in the developed countries, which amounts to 3,5% GDP
growth in the Netherlands and about 1% in the USA.125 The 25 % administrative burden reduction over the period 2007-2012 across the EU is expected to
lead to 1,4% GDP growth in the medium term.126 In countries, such as Bulgaria,
where major regulatory reforms have not taken place, it is considered that the
costs for compliance with regulations can exceed 10% of the GDP127, which
currently stands at around 40 billion euro (2013).128
In order to succeed the reform, it is necessary to establish a stable mechanism at central level (the government administration and the Parliament
administration) for monitoring the quality of the legislation and of the
regulatory impact assessments that are being prepared. The initiative should
start gradually by carrying out impact assessments to draft legislation with
significant financial effect and public significance, determined by the Prime
minister and the Council of Ministers, and then we should build upon this
and expand it to encompass all key legislative acts. First, the government
should try to solve the identified problems in society as a whole or in a certain sector through assessment and revision of the existing regulation and
only if the data shows that this is impossible it should resort to legislative
amendments. The responsibility should be assumed by the line ministries,
which should form teams of experts working on the impact assessments. In
this respect it is necessary to involve more actively the universities and the
Bulgarian Academy of Sciences, as well as to use outside expert support and
consultants, whenever there are grounds for it.
125 Review of the Dutch Administrative Burden Reduction Programme, World Bank Group, 2007
126 Commission initiatives to cut red tape and reduce regulatory burdens – Questions and Answers
127 Regulatory Policies in OECD Countries: From Interventionism to Regulatory Governance, OECD,
2002
128 Source: National Statistical Institute. Further information can be found here
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Another way of decreasing the frequency of legislative amendments is to
consider the possibility of establishing annual limits to parliamentary sessions
for passing new and amending existing laws.
Special Focus: Administrative and Regulatory Burden Reduction
Bulgarian governments have been trying to simplify the administrative
regimes ever since 1997. Over that period there have been a number of screenings and reviews of the existing legislation in order to reduce the administrative burden. Only during the last four years the government has adopted 8
sets of measures, containing a total of 1055 measures, aimed at decreasing
bureaucracy. In spite all of that, the notion that the burden has not been
changed persists. An outside observer would point out that the institutions
have concentrated on regulatory measures with decreasing importance, for
example the abolishment of the license for operating as a customs agent or
the hundreds of measures aimed at removing the requirement to provide a
current status document for companies.
A comprehensive analysis shows that the bureaucratic obstacles, which have
been removed, are mainly superficial and inconsequential, of course with some
exceptions. They do actually reduce the existing bureaucracy, but do not lead
to profound changes. Major reform measures such as the removal of the 5-star
system, established for categorizing restaurants and bars and the removal of the
requirement for a notary certification of the contracts for selling second-hand
cars in Bulgaria, in the end were not adopted by the National Assembly.

Personal archive photo: Bansko, 2013, the yellow arrow indicates the sign,
certifying the star category of restaurants and bars – one of the outdated regimes
that still exist today
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The reason is the enormous resistance to the removal of major administrative and regulatory obstacles. Progress is still blocked by bureaucrats or certain
group interests. They staunchly defend the status quo, because the simplification of regulatory regimes leads to a loss of power and influence for them.
As far as the bureaucratic burden reduction is concerned, one is left under the
impression that there exists a chaotic and inconsistent approach, dependent
upon the will of the most senior officials and not upon institutional mechanisms
with clearly defined functions and responsibilities of the respective units in
the system of the executive power. The approach used so far seeks administrative burden reduction across all sectors and laws at the same time - a general
approach aimed at everything, everywhere, without identification of deep
changes and support for key economic sectors. The lessons learned show that
the country needs to apply a specific, focused and purposeful approach to tackle
the issue. Bulgaria needs to prioritize the burden reduction efforts and provide
support for specific economic sectors, outlined in the strategic documents for
smart specialization and innovations. The stress should be put on maximizing
benefits over costs, as well as on active support for the business in the fields
where it meets problems.
An active partner in the implementation of the reform should be the Ministry
of Finance, which currently shows certain resistance due to the short-term reduction of budget income for the institutions. The mid-term and long-term benefits from the administrative burden reduction, though, outweigh significantly
the lost income from administrative fees, because the reduced administrative
burden comes back to the budget in the form of more taxes from increased
economic activity. The implementation of measures for better regulation will
bring considerable benefits for the economy and to a large extent it can be
claimed that this investment is even more important than the investment in
the construction of highways across the country.
In conclusion, there are no real obstacles for Bulgaria to turn into a leader in
terms of better regulation policy in South Eastern Europe. The country does not
suffer from suffocating and excessive adoption of EU legislation, but there is a
well-prepared political and administrative environment for implementing a real
reform. The regulatory reform, nevertheless, requires continuous focus on good
legislation and policy making and the allocation of the necessary resources and
time towards this initiative. All prerequisites are present and Bulgaria also has
the opportunity to invest money from the European structural and investment
funds for achieving good governance. The success of the reform depends on
the existence of political support, clear procedures and mechanisms, as well
as adequate resources, for bringing change. The experience of other countries
shows the need for centralized actions, which at the beginning may cause
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conflicts, but support from the highest political level, for example the Primeminister, is vital for the success of the regulatory reform.
Patience and investment are necessary. The developed countries have been
carrying out this reform for over 20 years now and there is still room for improvement, but they are continuously going forward. Bulgaria needs to shift
to overdrive in order to catch up with the best.
All views, expressed in the present article, are the personal views of the author.
They do not represent the official position of the Administration of the Council of
Ministers.
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BSEC - AN ANCHOR OF COOPERATION
IN THE BLACK SEA REGION
Ambassador Traian Chebeleu is Deputy Secretary
General of the Permanent International Secretariat of the
Organization of the Black Sea Economic Cooperation. He is a
career diplomat who served in the Ministry of Foreign Affairs
of Romania, mainly dealing with international organizations.
He also held the positions of State Secretary at the Ministry
of Foreign Affairs (1992), Diplomatic Adviser (1993-1996)
and Spokesman for the President of Romania. He was the
Ambassador of Romania to Austria (2001-2005) and he was
Special Representative of the Minister of Foreign Affairs for
the Black Sea Issues (2008-2009). He joined the Black Sea Economic Cooperation
Organisation on 1 May 2009.
Origins
The Black Sea Economic Cooperation Organization (BSEC) is a regional
undertaking with specific features. It belongs to the generation of regional
organizations that have appeared shortly after the end of the Cold War, when
the countries having gotten rid of the communist system were trying to find
their own way to build a foreign policy capable of helping the internal processes of reforming the political institutions and centralized economies and
of transition to a new society, based on freedom, democracy and rule of law.
It is to be emphasized that, at that time, the Eastward enlargement of the
European Communities or of NATO was not yet policy of the democratic States
of Europe.
The establishment of regional groupings – in Central Europe, the Balkans,
the Danube area, the Baltic Sea and Black Sea regions – was one of the vehicles through which these States were trying to get support for their efforts to
ensure their independence, to democratize and modernize their societies, and
to avoid isolation and connect themselves to the institutions of the Western
European democratic States.
It is in this context that in 1991 Turkey had undertaken the initiative of developing a regional scheme of cooperation in the Black Sea area, launched in
1992, at a summit meeting in Istanbul, as a political and economic framework
aimed at fostering peace, stability and prosperity in this area. Subsequently it
became a regional organisation, with the adoption of its Charter that entered
into force in 1999.
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Structure
The BSEC Organization brings together the 6 littoral states – Bulgaria,
Georgia, Romania, Russia, Turkey and Ukraine – and 6 other neighbouring states
– Albania, Armenia, Azerbaijan, Greece, the Republic of Moldova and Serbia.
Austria, Belarus, Croatia, the Czech Republic, France, Germany, Italy, Poland
and Slovakia, and as well as non-European countries such as Egypt, Israel,
Japan, Tunisia and the United States have Observer status in BSEC. Hungary,
Iran, Japan, Jordan, Republic of Korea, Montenegro, Slovenia and the United
Kingdom, on the other hand, as well as various regional governmental and
non-governmental organizations have Sectoral Dialogue Partnership status.
The European Commission is also an Observer in BSEC.
BSEC has developed a complex structure:
- Summit Meetings – attended by the Heads of State or Government of the
BSEC Member States.
- The Council of Ministers of Foreign Affairs – which is the decision-making
body of the Organization.
- Ministerial Meetings in the different BSEC areas of cooperation. 3-4 such
meetings of the ministers responsible for the different BSEC areas of
cooperation are taking place annually. For instance, during the current
Bulgarian Chairmanship-in-Office we had two ministerial meetings: the
meeting of the Ministers of Transport (Sofia, 16 April) and the meeting of
the Ministers in charge of Youth and Sport (Sofia, 20 May).
- The Committee of Senior Officials (CSO) – which represents the Council
of Ministers of Foreign Affairs and acts on their behalf.
- The Subsidiary Organs – consisting of 19 permanent Working Groups,
Ad-Hoc Groups of Experts, Task Forces.
- The Chairmanship-in-Office, for a duration of 6 months, exercised by
the Member States in alphabetical order. Currently (June 2014) the
Chairmanship-in-Office is held by Bulgaria, to be followed by Greece, from
1 July till 31 December 2014.
- The BSEC Troika – consisting of the representatives of the current, previous and succeeding Chairmanships-in-Office.
- The Permanent International Secretariat (PERMIS).
- Two Development Funds for small projects.
BSEC has also several related bodies, which are autonomous:
- The Parliamentary Assembly;
- The International Centre for Black Sea Studies, based in Athens, which is
a BSEC think tank;
- An affiliated bank – the Black Sea Trade and Development Bank, with its
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Headquarters in Thessaloniki;
- The Business Council, which brings together representatives of business
communities in the Member States and acts for the improvement of the
business environment and for attracting foreign investments throughout
the BSEC Region.
Given the comprehensive membership and the relatively high degree
of institutionalization, the BSEC Organization shaped itself as an important
framework for multilateral cooperation, becoming an anchor of cooperation
in the Black Sea area today.
The raising importance of the Black Sea region
The importance of the Black Sea area is on the rise. In fact, the international
focus on the Black Sea area has been growing steadily since the end of the Cold
War. There is every reason to believe that this trend will continue. Preserving
security and stability in this region is of great importance for international peace
and security, and the recent events proved it eloquently.
This is so because, firstly, the Black Sea region lies at the heart of three continents. It has significant economic and human resources, which enabled the
states in the region to have remarkable economic growth and development
over the past few years, including in the last years marked by the global economic crisis, parallel to a steady increase of their share in the world economy.
Today, the Member States of the BSEC Organization encompass an area of
approximately 20 million square kilometres with a population of 330 million
people. This means a huge economic potential of this region that today has a
share of 7.6% in the overall world economy. Its real GDP grew by an average of
4.7% annually in the period 2002-2011. As a result, living standards improved,
poverty rates dropped, trade and investment rose, and societies were transformed into dynamic places of increasing sophistication and integration into
the broader European and global economic context.
Despite a challenging and unpredictable global background, the Black Sea
region posted healthy economic growth. Recovery continued and many of the
countries exceeded pre-crisis levels of economic activity. Post-crisis growth rates
were generally lower. However, still, they more than doubled the average rates
in the Eurozone, being in a range which is likely to prove more sustainable that
the impressive rates achieved in the previous decades.
The Black Sea region enjoys a number of competitive advantages,
including:
i) proximity to the wealthy markets of the EU;
ii) high quality of human capital in terms of education and skills, at a rela185

tively low cost; and
iii) improved political and economic stability and favourable business
environments.
A note has to be made in connection with this lastly mentioned competitive
advantage. The recent events may put this advantage under question mark.
We can only hope that the political process could avert further escalation of
the situation and pave the way to economic stabilisation.
The quest for the diversification of energy sources is another dimension of the
growing profile of the Black Sea region. This region has vast energy resources,
including oil and gas. In addition, the region has been steadily gaining importance as a key energy supply route for Europe and the rest of the world. Just a
quick glance at the map of existing and planned oil and gas pipeline projects
is enough to reflect the significance of the Black Sea region as a prime energy
supply route.
Another dimension of the growing significance of the region is that it is seen
as Europe’s final frontier on the East, with windows opening onto completely
dissimilar regions, the Central Asia and the Middle East, requiring different
policy responses.
After September 11, the fight against terrorism and the efforts to dry up
the financial sources of terrorism, which are mostly linked to various forms of
organized crime such as trafficking of arms, drugs and human beings, have
also increased the significance of the Black Sea region. This stems from the
geo-strategic position of the region, located on one of the transit routes of
trafficking and the air corridor to some of the neighbouring areas in turmoil.
With the accession of Bulgaria and Romania in 2007, the EU has become littoral of the Black Sea and its interest in furthering stability and prosperity in the
region has grown and can be expected to continue increasing. Notwithstanding
the current economic crisis and the variety of interests and priorities of the
EU Members, the EU and other European countries have slowly but steadily
developed closer economic ties with the Black Sea region in recent years, as
they sought new opportunities for market expansion and investment.
Parallel to this growing international focus on the Black Sea area, enhancing regional economic cooperation has become increasingly important for
maximizing the potential that the region holds. The BSEC Organization lies at
the heart of such cooperation.
The BSEC Economic Agenda
After over 20 years of multilateralism in the Black Sea area, the Member States
have made some progress in shaping a common vision of their cooperation
through the BSEC Organization, in setting priorities, in identifying the shared
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problems and their possible solutions, and in representing their common
interests.
The Council of Ministers of Foreign Affairs (Belgrade, 11 June 2012) adopted
the BSEC Economic Agenda: Towards an Enhanced BSEC Partnership, subsequently
endorsed by the BSEC Summit, held in Istanbul on 26 June 2012, to face the
new challenges and opportunities in the global and local environment, taking into account the developments that have taken place in the two decades
elapsed since the establishment of the Organization.
The Heads of State and Government of the BSEC adopted the Istanbul
Declaration reiterating the conviction that multilateral economic cooperation
contributes to enhancing peace, stability and security to the benefit of the Black
Sea region. The key massages of the Declaration were the commitments:
- to consolidate BSEC role as a proactive, constructive and reliable actor in
regional and international affairs;
- to reinforce the economic dimension of the Organization with more
project oriented initiatives and actions;
- to focus on sustainable development strategies based on a balanced and
harmonious relationship between social needs, economic activity and the
protection of the environment in the Black Sea region;
- to promote establishing a strategic relationship between BSEC and the
EU;
- to accelerate the realization of the major BSEC infrastructure projects on
the development of the Black Sea Ring Highway and the Motorways of
the Sea.
The Economic Agenda provides a comprehensive vision for the role and strategy of the BSEC Organization on short and medium terms. It is a major document of a strategic nature for guiding the cooperation in the BSEC framework
in order to meet the goals set by the BSEC Charter and the new challenges and
opportunities that the Member States face. It sets the ground for a regional
approach to addressing common problems in the Black Sea area.
General Guidelines of Action. This regionally shared new strategy highlights
the comparative advantages of the region and sets three general guidelines
of action for the Organization:
1. Pursuing sustainable development
The idea is that the Organization should continue to support the adoption of
the principles and practice of sustainable development into the national legislation, public policies and institutional mechanisms of the Member States.
2. Strengthening the project-oriented dimension of the BSEC
Organization.
187

The Economic Agenda speaks of focusing primarily on achievable actions,
programmes and joint projects which can be implemented within a reasonable time frame, and of developing regional or trans-regional projects which
contribute directly to the success of economic reforms and democratic
transformation.
Developing the cooperation with international and regional organizations
and institutions.
The document envisages promoting a fruitful cooperation with other international and regional organizations and financial institutions, with a special reference to the development of the cooperation of a practical nature, in particular
to develop practical and goal-oriented projects, in areas of common interest,
and also achieving higher efficiency of the BSEC-EU cooperation.
Goals to be achieved on medium- and long-term. In a separate chapter,
devoted to the priority areas of action, the Economic Agenda sets 17 goals, and
for each of these goals indicates a number of themes for action.
The goals defined by the Economic Agenda are:
- Intensifying intra-regional trade and investments;
- Developing the cooperation among the customs and border crossing
administrations;
- Establishment of an efficient transport network;
- Sustainable energy and development of the Black Sea Energy Market;
- Environmental protection and conservation;
- Food security and safety;
- Health care and pharmaceutics;
- Development of tourism and protection of cultural heritage;
- Support for the sustainable development of the SME sector;
- Closer cooperation in the field of banking and finance;
- Strengthening regional cooperation in scientific research and
technology;
- Sustainable information society with advanced information and communication technology infrastructure;
- Harmonization and exchange of economic and social statistical data and
information;
- Higher standards in education and training;
- Strengthening the capacity of the Member States in conducting civil
service and public administration reforms in line with the best governance
and administration practices;
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- Combating organized crime, illegal trafficking of drugs and weapons,
terrorism, corruption and money laundering;
- Enhancing the cooperation in emergency situations.
Strengthening the Organization. A special chapter of the BSEC Economic
Agenda is reserved to action aimed at strengthening the organization, along
the following guidelines:
1. Improving the functioning of the Organization, inter alia by:
- Allocation of increased attention, material and human resources by the
Member States to BSEC for a stronger, more proactive, result-oriented
and viable Organization.
- Consolidating the budget of the Permanent International Secretariat
(PERMIS) by allocating significantly greater financial resources in the annual budgets for project development.
- Ensuring the more active involvement of the business community in BSEC
activities with regard to the implementation of joint projects, including
the inviting of representatives of private companies to meetings of the
relevant working bodies of the BSEC.
- Developing multi-annual plans of action that reflect the priorities of the
BSEC Economic Agenda.
- Creating a program management unit within PERMIS which will provide
technical assistance to PERMIS staff on the development, planning, managing and financing of projects.
2. Enlarging the contractual foundation of BSEC with new legal
instruments.
3. Incorporating regional cooperation within the framework of BSEC in the
domestic and foreign policy agenda of the Member States.
4. Developing the consultation practice among the Member States on issues
of common interest. To this effect, specific reference is made, inter alia,
to:
- Facilitating regional confidence building dialogue to enhance the prospects of regional economic cooperation and promote mutually beneficial
and good neighbourly relations between Member States.
Implementation of the provisions of the Economic Agenda – a major preoccupation. All the BSEC bodies – the Committee of Senior Officials, the 19 Working
Groups and the Permanent International Secretariat – are currently considering
actively specific action to implement the Economic Agenda.
According to the instructions given by the Council of the Ministers of Foreign
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Affairs, all these bodies have been aligning their Action Plans for the coming
2013-2014 years with the short-listed medium-term priorities selected from
the Economic Agenda.
Efforts to strengthen the project-oriented dimension of the Organization
and to identify new concrete feasible joint projects that would be of interest
to the Member States have been undertaken by the Secretariat. In this regard,
perhaps one of the biggest and most urgent challenges is to consolidate the
budget of the Organization by allocating significantly greater financial resources
in the annual budgets for project development, including by replenishing the
BSEC Project Development Fund.
Another challenge ahead is to increase the project management capacity of
the Secretariat by setting up a special Project Management Unit.
We, in the Permanent International Secretariat are working in these
directions.
The potential of BSEC
BSEC is the only comprehensive regional organization of the Black Sea area
in terms of membership, with quite a complex structure, but is far from being
used to its real potential.
What BSEC, as a regional organization, can offer for the economic cooperation and development might be summarized as follows:
i) a developed organizational framework and mechanisms of
cooperation;
ii) expertise and knowledge of the region;
iii) organizational and institutional capacities and resources;
iv) a network of governmental institutions and their political commitment
to the regional cooperation.
BSEC has the potential for promoting and organizing concrete projects
of regional interest that needs to be used. This trend is already felt and the
decision-making bodies and most of the working groups are undertaking
steps in this direction. Projects are essential to increase BSEC’s impact in the
region and are expected to become more significant for the Organization in
the coming years.
The Black Sea region has a unique potential to become an area of prosperity
and stability. The BSEC Member States have to make the necessary efforts to
make use of this potential and benefit from the cooperation capabilities of the
Organization in order to attain this goal.

Central European Initiative, the Adriatic Ionian Initiative, to mention only some
of them – and also the European Union have undertaken action in the same
areas in which BSEC undertook or envisages to undertake.
There are also many initiatives aimed at bringing together key representatives of governments, of business and scientific communities and of media
with a view of helping the States in these regions to tackle the unprecedented
challenges they face like climate change, volatility of fossil fuels prices, and
energy poverty, facilitating trade and investment, combating organized crime,
to mention only few of them.
BSEC and other regional and international organisations have a great potential in order to meet the cooperation needs of their Member States in these
areas, both individually and jointly. This potential has only to be used, with
the political will of the States concerned and based on an effort to identify
their real needs and interests. To this effect, three basic principles need to be
observed:
zz coordinating activities;
zz avoiding duplications, to the extent possible;
zz looking constantly to the general picture of the requirements of the
sustainable economic growth.
In its activities, the BSEC Organisation has endeavoured to develop constructive and structured relations with the other regional and international actors.
It is a fact that in all key sectors in which BSEC has undertaken action such as
energy, transport, environment, movement of persons, trade and economic development, there are significant opportunities and challenges for the Member
States in the Black Sea area, many of them belonging to the other regional
organisations, which require coordinated action at the regional level.
It is to be welcomed that the practice of holding Coordination Meetings of
Regional Organizations, between 2007 and 2011, was resumed this year, with
a very useful coordination meeting of 6 regional organizations, hosted by BSEC
at its Headquarters in Istanbul on March 20-21, 2014.
The 6 organizations were: the Adriatic and Ionian Initiative, the Central
European Initiative, the Regional Cooperation Council, the Danube Commission,
the Council of the Baltic Sea States and the Union for the Mediterranean.
This Coordination Meeting contributed to identifying what each of the regional organisations can do, individually and together, for ensuring the needs
of the respective Member States. There is a lot to be learned and achieved by
working together.

Need for synergies
Several regional organisations – like the Regional Cooperation Council, the
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CROSS-BORDER COOPERATION
IN THE BLACK SEA BASIN
Dana Onofrei is currently a programming officer within
the Joint Managing Authority for the Joint Operational
Programme „Black Sea Basin 2007-2013” hosted by the
Romanian Ministry of Regional Development and Public
Administration.
She holds a Bachelor Degree in International Transactions
from the Ovidius University of Constanta, Romania and a
Master Degree in Urban Management from the Erasmus
University Rotterdam & Institute for Housing and Urban
Development Studies Rotterdam, The Netherlands.
In the programming period 2007-2013 she was part of the Black Sea Basin
Programme team who launched the calls for proposals and participated in the
evaluation and contracting of projects. Currently she is part of the team who is
preparing the future Black Sea Basin ENI CBC Programme 2014-2020.
The Joint Operational Programme „Black Sea Basin 2007-2013” (Black Sea
Basin Programme) is one of the cross border cooperation (CBC) programmes
of the European Union under the European Neighbourhood and Partnership
Instrument (ENPI).
There are 8 participating countries in the programme: Armenia, Bulgaria,
Georgia, Greece, Republic of Moldova, Romania, Turkey and Ukraine. Russian
Federation and Azerbaijan may participate with their own funds.
The Black Sea Basin Programme aims at a stronger and more sustainable
economic and social development of the Black Sea Basin regions. Through this
programme, communities in the concerned areas are encouraged to further
develop their local economy, confront environmental challenges and promote
greater interaction among people.
The programme is financed by the ENPI, while the participation of Turkey is
financed by the Instrument for Pre-accession Assistance (IPA).
Black Sea Basin – a successful programme
Considering the continuous progress in the implementation of the programme and the high commitment assumed by the participating countries and
the high interest of the local and regional authorities, civil society and NGOs
to participate in cross-border projects, the European Commission decided to
increase the financial allocation of the ENPI budget of the programme with an
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additional 11 million Euro during the period 2010-2012. Thus, the total ENPI
budget for the programming period 2007-2013 was increased from the initial
17 million Euro up to 28 million Euro. Together with the IPA budget of the
programme (7 million Euro), the total budget of the programme amounts to
35 million Euro (32 million for projects and 3 million for technical assistance).
The participating countries co-finance projects with a minimum of 10% of the
EU contribution.
While it is acknowledgeable that the budget of the programme is not a significant amount compared with the financial allocations of other cross border
cooperation programmes, however this first EU exercise in the Black Sea Basin
proved that the region has a high potential and interest for cooperation and
good neighbourhood: 368 projects were submitted under the two calls for
proposals launched by the programme, requesting more than 180 million Euro
(5 times more than the available financial envelope).
62 projects have been contracted under the Black Sea Basin Programme,
amounting to the 32 million Euro available (ENPI plus IPA funds). The status of
the contracted projects is the following:
zz 16 projects have finished their implementation period under the
first call for proposals, out of which 6 projects were finalised (with
final payments and average disbursement rate of 70%);
zz 3 projects are under implementation under the first call for
proposals;
zz 43 projects are under implementation under the second call for
proposals.
Taking into consideration the above, the achievement of indicators and figures aimed to monitor the progress of the programme implementation according to the approved Joint Operational Programme is at an early stage, however
it is expected that all indicators at the programme level will be achieved.
Best Practices
MIS-ETC no.247 – “Interpretative Trails on the Ground - Support to the
Management of Natural Protected Areas in the Black Sea Region – Intertrails”
(first call for proposals)
Project Objectives:
1) To design, develop and promote 20 Interpretative Trails of the natural and
cultural heritage in Natural Protected Areas in the project area;
2) To create a transnational functional structure which can integrate and
interpret biodiversity, geodiversity and cultural diversity aspects in the
project area.
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Added value to the Programme:
zz sustainable management of Natural Protected Areas;
zz platform and tools for eco-friendly tourism;
zz public and professional awareness;
zz experience exchange between the Natural Protected Areas management bodies and scientific institutions in Partner countries.
MIS-ETC no.2675 – “Black Sea Silk Road Corridor – BSSRC” (second call
for proposals)
Project Objectives:
1) Support development of local economies through tourism;
2) Enhance visitor experience at tourism sites;
3) Promote cross cultural cooperation through cross-border partnerships;
4) Encourage protection of cultural monuments and biodiversity hotspots
through regenerative tourist activities.
Added value to the Programme:
zz establishes a tourist trail passing through Partner countries:
- physical infrastructure (panels, marking, signing);
- information infrastructure (web-portal, mobile applications,
databases of local services);
zz a platform for introduction of various tourism products by all
stakeholders.
Factors needed to a successful cooperation
zz Relevant and result oriented proposals;
zz Quality of action: clear objectives and added value to the Black Sea
Basin cooperation area; concrete, visible and realistic results;
zz Strong partnership: relevant, committed and effective team of
partners eager to achieve the objectives, with operational and
technical capacity;
zz Accurate planning of activities, while maintaining flexibility;
zz Effective management: track what has been done, identify potential
risks, budgetary management;
zz Communication: good and clear communication procedures.
From cross border cooperation under European Neighbourhood and
Partnership Instrument (ENPI) to cross border cooperation under European
Partnership Instrument (ENI)129
129 Based on the Regulation (EU) No 232/2014 of the European Parliament and of the Council of 11
March 2014 establishing a European Neighbourhood Instrument, on the draft ENI CBC Implementing
Rules (March 2014), on the Draft CBC Strategy/Programming Document 2014-2020 (March 2014) and
on the draft Strategy of the ENI CBC Black Sea Basin Programme (May 2014).
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CBC under the European Neighbourhood Instrument (ENI) will build on
CBC under its predecessor, the European Neighbourhood and Partnership
Instrument (ENPI).
ENI CBC aims to ‘promote co-operation across the borders between EU Member
States and the countries on the European Neighbourhood and Russian Federation’
and it should contribute to the overall ENI objective of progress towards ‘an area
of shared prosperity and good neighbourliness’ between EU Member States and
their neighbours. To advance this goal, CBC under the ENI has 3 overarching
strategic objectives:
A. Promote economic and social development in regions on both sides of
common borders;
B. Address common challenges in environment, public health, safety and
security;
C. Promotion of better conditions and modalities for ensuring the mobility
of persons, goods and capital.
Each ENI CBC programme must contribute to at least one of the strategic
objectives.
Taking the strategic objectives above into consideration, and based on the
specific circumstances and requirements of the programme cooperation area,
each programme shall focus on a maximum of 4 thematic objectives (TOs)
chosen within a list defined in ENI CBC programming document, that is:
1. Business and SME development (Strategic objective: A);
2. Support to education, research, technological development and innovation (Strategic objective: A);
3. Promotion of local culture and preservation of historical heritage (Strategic
objective: A);
4. Promotion of social inclusion and fight against poverty (Strategic objectives: A, B, C);
5. Support to local & regional good governance (Strategic objectives: A, B, C);
6. Environmental protection, climate change adaptation (Strategic objective:
B) ;
7. Improvement of accessibility to the regions, development of transport
and communication networks and systems (Strategic objective: C);
8. Common challenges in the field of safety and security (Strategic objective: B);
9. Promotion of energy cooperation (Strategic objective: B);
10. Promotion of border management and border security (Strategic objective: C).
A list of indicative activities is provided under each Thematic Objective in
the ENI CBC programming document.
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Within this framework, it is the task of the local programme partners, working together across the borders, to analyse the needs in the programme area, to
identify the specific thematic objectives and priorities which are most relevant to
their own local circumstances.
The promotion of local cross-border “people-to-people” actions is not considered as a thematic objective but as an important modality to be deployed in support
of any of these objectives. This could include support for enhanced cooperation
among local and regional authorities, NGOs and other civil society groups,
universities and schools, chambers of commerce etc.
Black Sea Basin ENI CBC Programme 2014-2020130
The programme geography is identical with the current programming
period, namely:
zz Azerbaijan, Armenia, Georgia, Republic of Moldova - all regions,
zz Bulgaria (NUTS II regions of Severoiztochen and Yugoiztochen),
zz Greece (NUTS II regions of Kentriki Makedonia and Anatoliki
Makedonia – Thraki),
zz Romania (NUTS II region of South-East),
zz Russia (Rostov Oblast, Krasnodar Krai and Adygea Republic),
zz Turkey (NUTS II equivalent regions of İstanbul, Tekirdağ, Kocaeli,
Zonguldak, Kastamonu, Samsun and Trabzon),
zz Ukraine131 (Odesssa, Mykolaiv, Kherson, Zaporosh’ye and Donetsk
Oblasts, Autonomous Republic of Crimea and the City of Sevastopol).
Black Sea Basin ENI CBC Programme 2014-2020 receives funding from the
European Regional Development Fund, as well as the European Neighbourhood
Instrument. In addition, there will be a transfer of funds from the Instrument
for Pre-accession Assistance (IPA) to the programme budget. All 3 sources of
funding shall be pooled together and may be used on either side of the EU
external border, for actions of common benefit.
The provisional financial allocation for the Black Sea Basin ENI CBC
Programme 2014-2020 is expected to be known at mid-2014. Furthermore,
the participating countries shall co-finance projects with a minimum of 10%
of the EU contribution, at national or at project level.

Four JPC meetings were held until now, on a rotation basis, in the eligible
area of the programme. The next JPC meeting shall be held in mid-July.
The Managing Authority and the Audit Authority for the Black Sea Basin ENI
CBC Programme 2014-2020 were officially appointed, Romania hosting both
institutions.
The draft Strategy of the programme is developed and the Description of
Management and Control System (DMCS) has started.
Strategy development132
The methodology for strategy development of the Black Sea Basin ENI CBC
programme included socio-economic and SWOT analysis, past experience
analysis and stakeholder consultations. A review of other EU financial instruments was also carried out to ensure the strategy would not include elements
that could more suitably be funded under other EU programmes.
Considering the need for the Black Sea Basin strategy to concentrate on
a limited number of themes in which concrete results can be obtained, and
the stronger relevance of some priorities under TO1 and TO6 throughout the
analytical and consultation process, these two objectives are further selected
for the strategy definition.
The Black Sea Basin programme will contribute to the achievement of ENI
CBC Thematic Objective 1. ‘Business and SME development’ via the programme
objective 1:

The programme objective will be addressed through two priorities - priorities
1.1 and 1.2 defined for the Black Sea Basin and described below.

Programming process
The responsible body for the preparation of the future programme is the
Joint Programming Committee (JPC), made up of representatives of all participating countries.

Priority 1.1 – Jointly promote business and entrepreneurship in the tourism and cultural sectors
Indicative activities/orientations under Priority 1.1:
zz Promote the development and joint marketing of cross-border tourism products and transnational thematic itineraries (e.g. cultural,

130 Based on the Draft CBC Strategy/Programming Document 2014-2020 (March 2014) and on the
draft Strategy of the ENI CBC Black Sea Basin Programme (May 2014).
131 Based on the Draft CBC Strategy/Programming Document 2014-2020 (March 2014).

132 Based on the draft Strategy of the ENI CBC Black Sea Basin Programme (May 2014), available on
www.blacksea-cbc.net under ‘Latest News – Public consultations on the draft Strategy of the ENI CBC
Black Sea Basin Programme 2014-2020’.
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religious, ancient trade routes, agro); promote diversification and
integration of coastal and inland tourism.
zz Promote historical heritage preservation through sustainable tourism development (e.g. small-scale investments, marketing).
zz Encourage synergies, networking and internet connectivity among
tourism stakeholders and tour operators within the Black Sea Basin
(e.g. specific network for maritime tourism, etc.); promote electronic
marketing tools and cross-border logistics information on e.g. cultural events.
zz Share experience and/or develop jointly targeted tourism packages
for specific markets (e.g. the elderly); share experience to promote
higher quality, and more innovative, tourism products (e.g. underwater archaeological parks, eco-tourism).
zz Jointly promote cultural products (handicrafts, artworks, etc) and
events (festivals, fairs).
zz Jointly enhance the openness of the Black Sea Region to international and non-European tourism (e.g. joint marketing, communication and promotion campaigns, development of a Black Sea
Basin brand).
zz Encourage networking, share good experience in strenghtening
cultural and creative industries (music, multimedia, etc.).
zz Exchange best practices on the development of environmentally
friendly tourism strategies (e.g. improve resource efficiency, waste
and pollution prevention/management in tourist areas, guidelines
on minimising impacts on biodiversity and enhancing benefits of
tourism in protected areas).
zz Improve tourism services and promote the upgrade of skills (e.g.
through the joint creation of open online courses based on best
experience).
Priority 1.2 – Strenghten cross-border trade opportunities and modernisation of the agricultural and connected sectors133
Indicative activities/orientations under Priority 1.2:
zz Promotion of international trade links, sectoral networks and partnerships (e.g. business forums) within the Black Sea Basin and support to internationalisation of exchanges (e.g. capacity building).
zz Strengthen internet connectivity, cross-border business information
exchange systems, market and logistics information with greater
use of ICT.
133 Including aquaculture, food industry and agro-industry

198

zz Exchange best practices in modern and innovative marketing and
trade strategies, electronic marketing tools, and develop joint marketing strategies (e.g. regional branding).
zz Support innovation and cooperation in the agricultural industry,
jointly developing and implementing best practices in producing
quality agricultural products.
zz Exchange of experience and introduction of innovative technologies for sectoral development (organic/bio products, sustainable
aquaculture), including small-scale invesments in pilot projects.
zz Exchange of best practice experience on the practical introduction
of standards (e.g. food safety).
zz Joint actions to support productive use of migrant remittances in
agriculture/aquaculture/food industry modernisation.
The Black Sea Basin programme will contribute to the achievement of ENI
CBC Thematic Objective 6. ‘Environmental protection, climate change adaptation’ via the programme objective:

This programme objective will be addressed through two priorities - priorities
2.1 and 2.2 defined for the Black Sea Basin and described below.
Priority 2.1 – Improve joint environmental monitoring
Indicative activities/orientations under Priority 2.1:
zz Reinforce joint and compatible cross-border monitoring, evaluation and information systems, tools and capacity to prevent and
control transboundary pollution (including through small-scale
investments).
zz Improve long-term cross-border collaboration, information and
research capacity (including innovative technologies) in addressing
ecosystem transformation, biodiversity monitoring and migration
of species.
zz Jointly strengthen the collaboration between science, industry, relevant stakeholders and decision-makers to harmonise monitoring,
marine environment assessment and data provision.
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zz Improve the availability and cross-border interoperability of updated online public access data and data products (e.g. maps) for
the Black Sea so the industry, public authorities, NGOs, researchers
may make more effective use of them.
zz Promote cross-border cooperation among maritime authorities
responsible for activities such as safe navigation or fisheries control to share information on risks and threats (integrated maritime
surveillance).
zz Enhance contacts among countries and exchange good practices
on early warning systems that allow the population exposed to
hazards to take appropriate actions to avoid/reduce risk and to
prepare effective responses.
Priority 2.2 - Promote common awareness-raising and joint actions against
river and marine litter
Indicative activities/orientations under Priority 2.2:
zz Jointly raise public awareness and education regarding river and
marine litter problems, the value of biodiversity and environmental
protection (mass-media campaigns, production of education tools,
‘responsible-citizenship’ guidelines for different sectors for target
audiences such as children and students, tourists, municipal authorities, shipping companies and shipping crews).
zz Share and promote good environmental management practices
and technologies (including through small-scale investments)
related to the treatment and disposal of waste, the reduction of
illegal dumping and landfill sites on riverbanks and seashores and
the prevention of their adverse effects.
zz Strenghten community action, promote and organise cross-border
Black Sea Basin coastal and river clean-up campaigns (involving
schools, students and volunteers) and share good experiences in
this field.
zz Encourage involvement of, and partnerships between, NGOs and
civil society, the private sector (e.g. tourism, shipping and fisheries
sectors) and local/regional authorities and waste services to combat
river and marine litter pollution.
zz Share experience to improve port reception facilities and services
for garbage collection from vessels (e.g. prepare guidelines/manuals
for development of the port waste management plan in line with
International Maritime Organisation/EU requirements and promote
its implementation in Black Sea ports).
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Road map
zz Wide stakeholders’ consultations on-going regarding the proposed
draft Strategy of the Black Sea Basin ENI CBC Programme 20142020134.
zz Two more JPC meetings in 2014 (third and fourth quarter of the
year).
zz Finalization of the Joint Operational Programme (JOP) – fourth
quarter of 2014.
zz Submission of JOP to European Commission – fourth quarter of
2014.
zz Negotiations and approval by European Commission - maximum 6
months since JOP submission.
zz Signature of Financing Agreement - maximum 1 year from JOP
adoption.
zz First call for proposal – earliest first quarter of 2016.
The common experience of the past few years has to make the next ENI CBC
Black Sea Basin Programme 2014-2020 more efficient, with a faster start, with
more focused objectives and indicators, an increased impact in the region and
more concrete results.

134 Available on www.blacksea-cbc.net under ‘Latest News – Public consultations on the draft Strategy
of the ENI CBC Black Sea Basin Programme 2014-2020’.
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SOUTH EAST EUROPE 2020:
JOBS AND PROSPERITY IN A EUROPEAN PERSPECTIVE
OF THE WESTERN BALKANS REGION
Mr. Stanislav Daskalov was born on 4 April 1952 in
Bulgaria. He is currently the Head of the Liaison Office in
Brussels of the Regional Cooperation Council for South East
Europe (the successor to the Stability pact for SEE).
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. He has also experience in the private sector, as well as
in civil society organisations (founder and Chairman of the Board of the European
Institute in Sofia (1999-2000), President of the Board of the FAEL Foundation (19942000) for support of SMEs under Swiss financed program, Member of the Board of
the Atlantic Club of Bulgaria (1995-2001). 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 publications on Trade policy, European Integration and Foreign Policy.
Mr. Daskalov is married and has two daughters.
About the Regional Cooperation Council (RCC):
The Regional Cooperation Council was launched in February 2008, as the
successor of the Stability Pact for SEE. It promotes regional cooperation in the
SEE and supports European and Euro-Atlantic integration of its participants.
The RCC is a regionally owned, all-inclusive organization, which operates under
the political umbrella of the SEECP.
The RCC is all-inclusive as a result of the consensus of all its participants,
reached at the RCC Board in February 2013.
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Role of the RCC:
zz Promoting regional cooperation and the EU integration of the
SEE;
zz Monitoring regional activities;
zz Creating appropriate political climate for implementation of regional projects;
zz Providing a regional perspective in donor assistance;
zz Supporting increased involvement of civil society in regional
activities.
Work of the RCC:
zz RCC focuses on implementing its Strategy and Work Program 20142016:
zz SEE 2020 Strategy which is the main focus;
zz Justice and home affairs, and security cooperation;
zz Other activities: parliamentary cooperation, media development,
civil society, gender.
General activities of the RCC Secretariat:
Regular Tasks:
zz Implementation of the tasks and activities that are envisaged in the
RCC Strategy and Work Programme and the SEE 2020 Strategy;
zz Preparing the RCC Board Meeting and RCC Annual Meeting and
executing its decisions;
zz Reporting on the activities of the RCC to the RCC Board and to
European Commission.
In May 2013 RCC has held its 5th Annual Meeting, which endorsed RCC’s
next three year Strategy and Work Programme 2014 – 2016, with the SEE 2020
Strategy: Jobs and Prosperity in a European Perspective as its central pillar.
Coordination of activities with SEECP:
– RCC is operational arm of SEECP, which is the key political platform
for regional dialogue
zz Regular coordination meetings between the RCC and the SEECP
Chairmanship-in-Office.
Cooperation with EU:
– Regular dialogue with the EU and other Brussels-based institutions
zz The RCC’s Liaison Office in Brussels is contributing to the further
development of cooperation with the EU institutions and other
relevant Brussels based institutions.
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Working closely with the European Commission, European External Action
Service, as well as EU member states, in particular those participating in SEECP
are of great benefit to RCC.
Cooperation with RCC participants and others:
– Consultations with high-level officials of the RCC participants;
– Participation of the RCC SG in a number of high-level regional and
international events;
– Representation of the RCC at the different events relevant to regional
cooperation;
– Cooperation with regional initiatives, taskforces, networks and other
NGOs;
– Communication with media and other relevant stakeholders.
Rationale for SEE 2020:
SEE 2020 materialized as a response to Europe 2020
Before outlining some of the main features of the SEE 2020 Strategy and its
development process, allow me a few words on the context and the rationale
for its development. For much of the past few years there has been an ongoing discussion in South East Europe on whether there is a need for a more
coordinated, regional response to the ongoing crisis. In the EU that issue was
settled early on – the block has developed a number of strategies in the past
several years (Europe 2020, Danube region, Baltic Sea states) with differing
geographical scope, but a constant ambition – higher but more sustainable
growth, alleviated poverty, greater integration. South East Europe in general
and the Western Balkans in particular have seemed content to pass upon this
opportunity of having a more strategic approach to possible joint objectives
and developing some common actions to reach those objectives. The past year
and a half however have changed this for good.
The emergence of SEE 2020 was influenced by a number of factors, but the
determining trigger was the adoption of Europe 2020 as the main European
framework for competitiveness and growth. Being left out of this framework,
the Western Balkans suddenly felt a bit isolated from its EU neighbours. Of
course, the targets put forward by Europe 2020 (such as 75% employment or
3% of GDP invested in R&D) were not credible in the SEE environment, but the
policy objectives and the implementation methods seemed quite pertinent to
our strategic push for EU membership.
Furthermore, the economic crisis that is still rocking Europe and most of the
world has left a nasty mark in our region. More than 800,000 people have lost
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their jobs since 2008. Even today, at the beginning of 2013, there’s very little
reason for optimism knowing that over 80% of the unemployed in the region
have been without a job for more than a year making the problem long-term
and structural. A coordinated regional response to such a menacing problem
seemed very much in order.
Finally, regional cooperation has proven to be a very popular subject over the
past decade. More than 50 different regional structures, task forces, initiatives
and organizations emerged to satisfy different regional cooperation needs.
While we welcomed this development, it became obvious to the RCC that we
need to put regional cooperation framework into a coherent and consistent
framework such as one offered by the SEE 2020 process.
SEE 2020 update:
zz SEE 2020 Strategy adopted in November 2013. Its implementation the main focus of the current RCC Strategy and Work Programme;
zz 5 pillars, 16 policy dimensions, 86 measures;
zz Instrument to move regional cooperation to a new phase.
Ministries of Economy – Main Catalyst
At the Ministerial meeting on 24 November, 2011:
– Adopted SEE 2020 Vision
– Provided clear mandate to the RCC/SEEIC and national administrations
to engage on regional strategy development
At the Ministerial meeting on 9 November, 2012:
– Adopted 11 regional and 77 national headline targets to be reached
by 2020
–

At the Ministerial meeting on 21 November 2013:
Adopted the SEE 2020 Strategy
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Five pillars of SEE 2020:

The SEE 2020 Vision outlined here is firmly anchored into the Europe 2020
strategy and similarly to EU 2020, the smart, sustainable and inclusive growth
pillars deal with adding value, effective and sustainable use of resources and
sharing the benefits of growth respectively. However, the objectives and targets
of these pillars are being adjusted to region’s needs. The smart, sustainable and
inclusive growth dimensions were enriched with two other, region-specific
dimensions: integrated growth (aiming for greater integration of regional
markets) and governance for growth (providing a framework for building administrative and institutional capacities and fighting corruption).
SEE 2020 Embodied in 11 Headline Targets:
Following the adoption of the vision back in late 2011, RCC over the past
year worked with the regional governments to set out a number of quantifiable
headline targets to best describe the ambition contained in SEE 2020. Finally, in
November 2012, the ministers came together to adopt the 11 regional targets
listed here, along with the national targets in each of these areas.
In our push to join the EU, it is easy to overlook some of the reasons why we
are doing this in the first place, with the main reason being the welfare of our
citizens. That is why our members have put this as the first target of our Strategy,
aiming for growth that would bring the region on average at approximately
half the EU GDP per capita by the end of this decade.
This growth can be achieved only if we maximize the potential of all of our
markets, including the regional one. Our members feel that achievements made
through CEFTA could be upgraded and up-scaled going forward, helping pave
the way for greater trade and investment integration. In fact, our Ministers target
an increase of 230% in intra-regional trade in goods by 2020, a true measure
of ambition to grow through integration.
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Of course, we can’t ignore the fact that competing on the low cost of labour
is unsustainable in the 21st century Europe. Upgrading our skills, increasing
our investments into research and accelerating innovation should put us on a
more equal footing with the rest of the European family. Our members envision
increasing labour productivity by a third before the end of this decade, as the
main objective of the smart growth pillar.
Raising inequality as a global phenomenon, has not avoided SEE. Within the
inclusive growth pillar our members are making sure that growth realized is
enjoyed by whole of our societies. Raising employment will remain one of the
region’s main priorities and the targeted increase of employment rate from 40
to 45% at the end of the decade indicates that our governments are ready to
tackle this challenge.
Finally, none of this will be possible without effective and professional public
administrations, capable and independent judiciary and effective rule of law.
The governance for growth pillar will put forward measures, in a regional context, to help our governments make good on their commitment to increase
effectiveness by 20% until 2020.
Ladies and gentleman,
It is easy to overlook the immense effort of bringing forward a regional
growth strategy in the Western Balkans just by focusing on a few targets. Are
we being too ambitious or not ambitious enough? Could we have targeted a
few percent more? A few extra million? Or maybe less?
I offer you another measure of ambition - the readiness of the region to create these targets in the first place. This, in my opinion, reflects far better the
ambition of this endeavour than any number can ever provide. Who would
have thought only a few years back that this would be possible?
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Pillar 2: Smart growth:

Pillar 1: Integrated growth:

Pillar 3: Sustainable Growth:
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Pillar 4: Inclusive Growth:

Prioritization through sectors

SEE 2020 Implementing Structure

Pillar 5: Governance for growth

Here you have an outline of the SEE 2020 implementing structure and
coordination mechanism where you can see how the regional platforms or
dimension coordinators are associated with the specific pillars of the strategy.
In each of the policy areas, these dimension coordinators are bringing together
the respective representatives of national administrations to select the priori210

211

ties and objectives for regional cooperation and ensure that commitments are
being made at the highest political level. This, I think, also illustrates well the
value of SEE 2020 as a coordination tool for regional cooperation.
SEE 2020 Governance

sentatives of the SEE 2020 participating economies to review the progress of
SEE 2020 implementation on annual basis and provide horizontal strategy guidance. In addition to adopting the annual implementation report, the Governing
Board will also issue horizontal policy guidance and annual priorities which will
constitute an integral part of that year’s Report.
SEE 2020 Monitoring Timeline

In terms of the governance of the Strategy, we envision four main layers:
National administrations, as represented by line ministries/agencies, represent the cornerstone of the SEE 2020 implementation as the bulk of the work
on the implementation of SEE 2020 will be dealt with at the national level. In
addition to the implementation, the administrations are expected to provide
structured inputs into the monitoring effort according to agreed guidelines.
The function of Dimension coordinators, as performed by the respective
regional structures, is to help coordinate the implementation of the SEE 2020
in the respective sector/policy dimension (trade, investment, education, R&D,
digital society, culture and creative sectors, competitiveness, resource efficiency, employment, health, public services, and anti-corruption) and provide
a regional platform for policy peer reviews and monitoring of progress, similar
to the role of sectoral councils in the EU.
Regional Cooperation Council will coordinate the overall effort on the SEE
2020 implementation and will communicate the progress to the political level
of the countries involved. RCC would also be responsible for developing and
implementing the overall monitoring system of the SEE 2020 in addition to
supporting the national administrations in the implementation and preparing
the meetings of the Governing Board. RCC will also have a substantial role in
strengthening the Dimension coordinators, helping put new capacity in place
and acting as a secretariat to those structures that have limited resources at
the initial stages of the process.
The Governing Board would bring together the high-level political repre212

Baseline Report (June 2014):
Elements:
zz Monitoring overview of quantitative and qualitative indicators
with accompanying narrative (state of play)
zz Summary of regional action plans (forward-looking regional
component)
zz Country profiles – summarized national action plans (forwardlooking national component)
Preparing for implementation: Outline of National Action Plans
zz Overall objective: Attainment of SEE 2020 national targets through
national reform process
zz Specific objective: Identify short term measures to initiate reform
along SEE 2020 priorities
Deliverables:
zz Identify gaps between existing national level policy actions and
those necessary to attain SEE 2020 targets.
zz Prioritise short-term measures to close the gap.
zz Develop implementation plans for those prioritised measures.
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Main challenges and mitigation:
National level
Capacity to develop and implement action plans:
TA to help develop plans
Long-term flagship initiative on capacity development to address
constraints
Political support
Annual policy cycles with monitoring at political level (Governing Board)
Maintained focus by other partners (e.g. EU)
Regional level
Constraints relating to capacity, governance and funding
Short term TA to help develop plans and set-up monitoring structures
Long-term political support
The SEE 2020 Strategy is also designed as a reference document of IPA programming for the period 2014 – 2020; to facilitate assistance to the region from
other donors looking to support or do work in the region, and to take part
in the donor coordination process, in the International Financial Institutions
Advisory Group (IFI AG) and in the Steering Committee of the Western Balkan
Investment Framework (WBIF).

EU Council Conclusion 17.12.2013
“It fully supports the work of the South-East European Cooperation Process
and the Regional Cooperation Council, its operational arm, as an inclusive platform, coordinating and monitoring implementation of the SEE 2020 Strategy, in
particular by developing a public monitoring mechanism to measure progress,
including under national action plans.”

ECONOMIC GOVERNANCE
RCC very much welcomes the focus given to economic governance in the
Western Balkans as outlined in the EC Enlargement Strategy paper of 16
October 2013. The SEE 2020 Strategy, with its national and regional action
plans, focus on measuring progress through quantitative and qualitative indicators using annual policy cycles and transparent monitoring tools, is well
positioned and timely structured to provide input into EC progress reports
for the Western Balkan countries and more generally in the economic governance efforts in WB.
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