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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
2016 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 by the Economic Policy Institute, Sofia (EPI) for a seventeenth consecutive time in the period May 30 – June 3, 2016 in Albena resort at the Bulgarian Black
Sea coast and was made possible thanks to the kind financial support of the Hanns
Seidel Foundation and the Representation of the European Commission in Bulgaria.
The long-term regional project was launched in 2000 by the late 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 fourteen SEE and Black Sea
countries – Albania, Armenia, Azerbaijan, Bosnia and Herzegovina, Bulgaria, Croatia,
Georgia, Macedonia, Moldova, Montenegro, Romania, Serbia, Turkey and Ukraine.
The 17th Summer Seminar edition entitled "Public Policy Challenges – European and
Regional Dimensions" gathered together a diverse group of 34 promising young public policy professionals from the public administration structures and policy-oriented
research centers from ten of the targeted SEE and Black Sea countries. Traditionally,
the prestigious international forum was attended also by over 15 prominent speakers – high-level officials from EU institutions, ambassadors, international experts and
practitioners, university professors and experts from the academia, representatives
of reputable research centres and think-tanks from the SEE and Black Sea region.
The 2016 Summer Seminar’s diverse agenda touched upon not only key topics on
the EU agenda such as the possible Brexit scenarios, the achievements of the Dutch
EU Presidency and the priorities of the upcoming Slovak one, TTIP and the future of
the ENP and the EU integration process, but also essential public policy issues like
countering corruption in SEE, E-Governance for enhancing public policy performance, regulation practices, catching-up and technological commercialization, as
well as topics of regional significance such as energy and security challenges and
opportunities for more effective regional cooperation having the role-model of the
Visegrad Group. Besides obtaining new insights and food for thought during the panel
sessions, the participating in the seminar young professionals from the region had
the opportunity to continue the effective cooperation and networking also during
the interactive sessions envisaged in the seminar agenda. The traditionally organ11

ized during the seminar World Café session devoted to issues like good governance,
efficient public institutions and effective public policies for increasing quality of life
and enhancing competitiveness, also provoked lively discussions and exchange of
knowledge and experience. Finally, the XVII edition of the Summer Seminar concluded
with a discussion among speakers and participants on the Scenarios for the future
of Europe and the SEE and Black Sea region.
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 ready-to-use solutions from different political, economic and administrative systems and regional
particularities through stimulating an active brainstorming for the application of
tailor-made ideas and eventually achieving spill-over effects in South Eastern Europe
and the Black Sea region.
By publishing this issue on a hard copy and freely disseminating it to all participants,
lecturers and stakeholders in the fourteen 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 East Europe
and the Black Sea region as a whole.
Yasen Georgiev
Executive Director
Economic Policy Institute
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Desislava Petrova
Director "European Programmes
and Projects"
Economic Policy Institute

WELCOMING ADDRESSES

Prof. Dr. András Inotai
Honorary President of the Economic Policy Institute
In our rapidly changing world, there are less and less
fix points we should orient ourselves to. In this environment, the combination of continuity and renewal, i.e.
the right mixture of fix points, flexibility and adjustment
to new challenges represents a unique value. The 17th
Summer Seminar organized by a small, non-governmental organization in a small and less rich EU member country constitutes an enviable and rare positive example.
The continuous efforts of the Economic Policy Institute
(EPI) to keep alive the original idea of organizing regular seminars for talented
young public administrators, some of them already in important positions,
deserves a special thank. At the same time, thanks have to be expressed to
the financial and professional supporters of EPI’s annual programme, as well
as to all participants coming from various countries, part of them members of
the European Union, part negotiating on accession or waiting for the start of
the official negotiations, and another group of countries without the promise
of membership but with clear commitment to European values and cooperation possibilities. The professional background and current position of the
participants shall be considered as a highly relevant value added both to their
personal career as experts in European integration and to their responsible
contribution to the future of Europe. I am convinced that the future of Europe
more and more is in the hands of the young generation that, fortunately
but not accidentally, grew up in peace, stability and (in different levels of)
material safety (not necessarily prosperity). In a continent and integration
struggling with anti-European movements, most of them still outside the
official government philosophy, but some already appearing in the official
propaganda of the governments of some member states, the reinforcement
of the European identity seems to be a vital necessity in order to keep or even
increase Europe’s place in the global map of the 21st century. All deliberate or
negligent attitudes aiming at undermining the European integration process
and supporting trends of disintegration on various levels (politics, security,
economics, social and mentality issues) would not only jeopardize Europe’s
position in the global competition but could easily produce a turn-back in
history, the unprecedented and very painful human, economic and physical
15

costs of are well-known although, fortunately, not experienced by the young
generation. In this context, the responsibility of the young experts and future
leaders of Europe cannot be sufficiently stressed.
The carefully selected topics to be addressed in the Summer Seminar
offer an excellent opportunity for presenting different approaches and
discussing the future of the European integration in several critical areas.
Since, regrettably, I am not able to attend the seminar, it is not my task to
take position in any of the subjects to be dealt with. Still, I would like to
share with you some personal remarks.
1. For several reasons, the EU finds itself in a critical period of its integration, if not at a historical crossroads. A number of short- and
longer-term challenges have been accumulated to which the EU, but
particularly the member countries have to find the adequate and joint
answer. Certainly, some deep problems cannot be solved probably not
even in the medium-term, but the critical minimum of control can and
should be developed and implemented (demography, competitiveness, migration, just to mention a few of them). In this context, the
role of the EU institutions, not least the positive contribution of the
European Council Presidency has to be highlighted. I am confident that
the coming Slovak Presidency will provide a substantial impetus to the
further and successful development of the European integration.
2. The role of the State (and of EU-level,„supranational” institutions) has to
be defined according to the size and quality of the internal and external
challenges. The pro-active (but definitely not interventionist) role of
the State is particularly desirable and unavoidable because sustainable
development and competitiveness require new pillars, such as the efficiency of the public administration on all levels (from local to government levels), the critical mass of social cohesion (certainly different from
country to country due to historical experience and current situation)
and, most importantly, the ability and capacity of societies to get successfully adjusted to the challenges. Investment into the „innovative
society” is a critical factor of success or failure. Openness, flexibility and
solidarity have to be redefined and implemented both on the national
and on the EU level. In this context, investment into the human capital
(education, R+D, health and mentality-shaping) is crucial.
3. Convergence and divergence are parallel processes. Convergence on
global level does not necessarily mean convergence on regional or
16

cross-member country level. Similarly, within one member country,
convergence in some areas may produce divergence in others, and
viceversa. However, the critical mass of convergence has to be able to
counteract growing economic and social polarization due to the aftermath of the crisis, uneven development but, not less importantly, to
the differences in the accumulation of capital and wealth during three
generations of war-free Europe. In many cases, wealth polarization is
much more visible than income polarization. The maintenance of a
European pattern of redefined „social welfare” architecture definitely
needs new approaches on the one hand, and high level of social flexibility and adjustment capacity.
4. The European Union has to remain open to the outside world. Search
for global solutions and serious initiatives to foster regional (bilateral
or multilateral) links do not contradict each other. „New regionalism”
as indicated by several bilateral free trade agreements of the EU or
the ongoing negotiations on the Transatlantic Trade and Investment
Partnership project (TTIP) should not create new dividing lines in the
increasingly globalized environment but contribute to a more human
and equitable future by untapping new and sustainable development
resources. Global security can only be sustained if Europe behaves in
an active, development-supporting way. Any passive attitude, even
if this would be preferred by short-sighted politicians (and artificially
mis-directed public pressure) would be unable to manage the current
and future challenges. Instruments for a pro-active strategy have to
be urgently developed and implemented, of course, with substantial
support of the societies and European institutions.
5. It is encouraging that negotiations on accession are under way with
Serbia and Montenegro and, in the near future, other (so-called)
Western Balkan countries may join this process. What is really important is not the date of accession but the mutual trust in the accession
process and its hopefully positive impact on the negotiating countries.
6. More problematic seems to be the neighbourhood policy of the
EU. First, the original circle of the Eastern neighbourhood countries
has been broken. Georgia, Moldova and the Ukraine are clearly proEU countries, while Belarus and Armenia have joined the Eurasian
Community outlined and proposed by Russia, and Azerbaidjan tries
to keep a neutral line. Second, the Southern neighbourhood program,
17

originally based on the creation of a „ring of friends”, in a few years,
turned to become a „ring of fire”, with unique stability challenges for
the EU and, not least, for the North African and Near East countries.
7. Partly in connection with the above mentioned issue, instability has
been and will be even more deepened by the impact of the dramatic
decline of energy prices. While some oil- and gas-producing countries
may be able to keep on financing their „social welfare” created during
high energy prices, some others will not to go this way. As a result,
large-scale restructuring of the mostly oil-dependent economies (and
societies!) can hardly be avoided. Such policies, even if successful, are
likely to increase dissatisfaction in broad segments of the population,
with uncalculable reactions. Internal destabilization in any of the
neighbourhood of the EU are expected to have manifold direct and
indirect impacts on the external stability of the integration as well.
8. Therefore, the internal cohesion of the EU and the development and
implementation of common policies in new areas, such as security,
foreign policy, migration, economic competition, are more urgent
than ever. I can only repeat and strongly underline the timeliness of
my messages formulated in my short introduction to the participants
of the previous year’s Summer Seminar. For the future design of the
European Union we need an honest survey of the „costs of nonEurope” which would be automatically caused by the current trends
of disintegration. Moreover, and simultaneously, we have to produce
the „mission paper” of Europe – what is the mission of Europe in the
21st century. The value-added of Europe to the world can easily be
identified in several political, economic, social and cultural areas. The
task consists in combining them in a credible and compact „mission
strategy” and communicate the key points of the European mission
and global responsibility both to the citizens of the Union, to other
European citizens and on the international level.
With these remarks, I would like to wish all of you a successful and futureoriented seminar. I would be very pleased if you could communicate and
disseminate the results in your direct professional and personal environment
and include the future-oriented approach into your daily and longer-term
activities. We are all responsible for the future of Europe. In fact, it is first of
all about the future of the young generation. And it is this generation you
are members of.
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Wiebke Beiche
Project Assistant, Hanns Seidel Foundation in Bulgaria, Sofia
Distinguished participants, partners and friends,
First of all, on behalf of the Hanns Seidel Foundation
I would like to welcome you to the 17th Summer
Seminar for Young Public Policy Professionals from
Southeastern Europe and the Black Sea Region. I am
very pleased and honored with your presence.
It was already nine years ago, when we started supporting this great initiative and in this context we launched a strong partnership with great events touching upon current political and economical
issues, which contribute to the promotion of good governance processes
and the intercultural dialogue. So allow me to use this opportunity to express my thanks to the Economic Policy Institute for making this Summer
Seminar possible.
Through this initiative we seek to support and advance the regional
cooperation and common understanding between young public policy
professionals from the Black Sea Region and Southeastern Europe. It is our
purpose to contribute to the EU integration and cooperation process in
the region.
European Union stands for common values, ideas and visions. Especially
nowadays it becomes more and more important to stand together – not
only inside the community. Its great task is to keep the EU candidate states
as close as possible, because – beside all challenges – their entry into our
union will be an advantage for all Member States in terms of democracy,
peace and development.
As one of the German political foundations, the Hanns Seidel Foundation
is guided by the same principle. Given this background, the foundation
works at the intersection of politics and science. Its task is to analyze political interrelations, to create a scientific basis for political, administrative
and economical action and to bring experts, multiplicators and decisionmakers together.
19

This is the moment to welcome you again to our Summer Seminar on
Public Policy Challenges. The lectures will be held by distinguished scholars
and experts. You will receive useful information, which you can use for your
further work, and build a strong international network with your colleagues,
participating this week at the seminar.
I hope as well that you will have the opportunity to gather some insights
on the history, hospitality and the beautiful nature of this part of Bulgaria.
Again, thank you for being with us, I wish you interesting and stimulating
days and have a wonderful stay here in Bulgaria.

Ognian Zlatev
Head of European Commission Representation in Bulgaria
Ladies and gentlemen,
Dear guests,
On behalf of the European Commission Representation
in Bulgaria I am delighted and honoured to meet you
today and to be able to talk to you. I would like to once
again thank the Economic Policy Institute for giving me
the opportunity to address you. I would like to congratulate the organizers for this initiative that aims to bring
together public servants from the Balkans in order to exchange experiences,
best government practices and to promote openness, free and easy access
to information and greater public participation in the policy making debate
and process.
The world is dramatically changing and we have to be alert and cautious in addressing the new challenges. Today in Europe more than ever
we speak about security, about migration and the rights of human beings
to look for better conditions of life, about energy security – all of which
are topics to be explored and to be addressed not only on national and
on European level, but have also regional dimensions and require international cooperation. Thanks to the close cooperation between the Western
Balkans countries, EU Member states and the European institutions the
crisis situation with migrants, which acquired alarming proportions, has
stabilized and today things look more optimistic than a year ago. Since
the beginning the refugee crisis in Europe in 2015, the Commission
has provided humanitarian aid amounting to over €22.5 million to the
Western Balkans, notably to Serbia and the Former Yugoslav Republic of
Macedonia. Aid is channelled via humanitarian partner organisations to
the most vulnerable people, and consists of emergency assistance (food,
water, hygiene, non-food items, health, basic protection) distributed at
transit points such as borders and registration facilities.
This links with the countries of the Western Balkans aim to secure stable,
prosperous and well-functioning democratic societies on a steady path
towards EU integration. European institutions’ actions during the last years
prove that it stands by its general commitment to a European future of the
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Western Balkans, and is every day trying to make European perspective of
the region more tangible. And in view of the five-year term of the European
Parliament and the Commission, it is important for the EU and the enlargement countries in the Western Balkans to reconfirm their commitment to
the latter European perspective. The migration crises prove that all your
countries are trusted partner. The European Commission’s determination
to fully and effectively support the Western Balkans on their path towards
European integration is shown through various initiatives. The irrefutable
proof of this engagement is the Summit in Wien, part of the five-year process
marked by yearly summits in order to underline the commitment to future
enlargement of the European Union towards the Western Balkans region.
One of the main topics of the last year’s Summit in Wien was further developing the co-operation between the 6 Western Balkans countries (Albania,
Bosnia and Herzegovina, Kosovo, Montenegro, the Former Yugoslav
Republic of Macedonia, Serbia) in dealing with their common challenges,
notably migration, which also includes regional cooperation and religious
dialogue and anti-extremism.
Dear friends,
Europe has not yet fully emerged from the economic crisis that hit a
few years ago, it is of course understandable that people tend to focus on
their every-day problems and economic struggles, and not so much on
the bigger picture. This is not helped by the unfortunate fact that another
very negative consequence of the crisis has been the rise of populism in
Europe. Many national politicians tend to play the nationalist card and
blame the EU – or often, other countries' politicians – for everything that
is wrong. Consequently, political extremes and populism are tearing apart
the political support and the social fabric that we need to deal with the
bigger issues that Europe has to face; disunion is emerging between the
centre and the periphery of Europe; prejudices are re-emerging and again
dividing our citizens.
At the same time we, in the Balkans, know all very well how easy it is
for tensions to escalate, unity to be broken and peace to be lost. That is
why we can also fully appreciate how important it is to leave in harmony
and how precious unity among people is. That is why it is crucial that the
European integration process of the Western Balkans remains on track. The
European integration of all Balkan countries remains a goal and a commitment of the European Union and I firmly believe that the lessons learned
22

from these countries' rich history can only contribute to make the European
idea stronger.
EU enlargement has brought Armenia, Azerbaijan, Belarus, Georgia,
Moldova, and Ukraine closer to the EU and, therefore, their security, stability
and prosperity increasingly impact upon those of the EU and vice-versa. This
Eastern Partnership is based on deep political association and economic
integration with the EU.
Last November's review of the European Neighbourhood Policy proposes
how the EU and its neighbours can build more effective partnerships in
the neighbourhood. Open markets and growth, inclusive economic development, and in particular the prospects for youth, is highlighted as a
key to stabilising societies in the neighbourhood. There will be greater
attention to the energy security and climate action both of the EU and of
the partners themselves. On a regional level, the Eastern Partnership will
be further strengthened in line with commitments at the Riga Summit in
2015. European Neighbourhood Policy will continue to ensure the deep
involvement of the EU with both Eastern and Southern partners.
I am convinced that only through dialogue we could tackle the challenges
that we are facing today in Europe. And we, as public servants are on the
first line to deliver national and European policies to citizens which makes
our role so crucial giving the fact that some of you work in a particularly
challenging environment.
Finally I would like to once again thank the Economic Policy Institute for
giving me the floor at this important forum and I would like to wish you all
success in your work and your future endeavours. Allow me to conclude
with a proverb which I consider very relevant and I personally have been
guided by it in my professional path:
"If you are planning for a year, sow rice;
if you're planning for a decade, plant trees;
if you are planning for a lifetime, educate people."
Thank you for your attention!
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Todor Churov
Director of Political Affairs General Directorate
Ministry of Foreign Affairs of the Republic of Bulgaria
Dear Mr. Georgiev,
Dear Mrs. Beiche,
Colleagues and friends,
It is a real pleasure to be with you today. Especially,
since I have the privilege to address for a third time the
selected audience of the Economic Policy Institute. So
let me start with my sincere thanks to the organizers
of the Seventeenth Summer Seminar for Young Public
Policy Professionals for the kind invitation and to praise
them for the excellent choice of venue and the perfect organization.
Let me also use this opportunity to pay my tribute to Dr Ivanka Petkova
– the founder and first chairperson of the EPI and a person who left impeccable legacy and whom I was privileged to know.
Looking through the programme I cannot but commend the organizers
for the selection of topics and panelists. Actually, almost everything on the
current EU agenda is broadly covered by the substance to be explored by
you in the next few days. We have to admit that in many ways the European
Union does not look in its best shape. There is more than one crisis at a time,
being it the potential Brexit, the still pending problems in the Euro zone,
the terrorism and foreign fighters, the unseen migration pressure at our
borders or the conflicts in our immediate neighbourhood to the East and
South. And this by all means affects also the countries in the Southeastern
Europe and the Black Sea Region and their European perspective.
This seminar provides the right place and the right time to ask the right
questions. It is with full respect for the complexity of the problems that we
need to address the most pressing issues. Being by necessity selective, let
me put some of the related questions.
Firstly, because it is of the essence for the very future of the European
Union: on the possible Brexit - is it still manageable? Has the referendum
been a result of intrinsic EU processes or must be seen as an unhappy consequence of ill-pursued UK domestic politics? Do the eurosceptics in UK
have a point or is it going to be a self-inflicted injury? Do we all have a fair
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deal now, after the 27+1 negotiations? What would be the consequences
for the EU in either result of the referendum? And what might be, as you
have it on your seminar’s agenda, the possible scenarios if “leave” prevails?
Secondly, we all remember the high expectations related to the Eastern
Partnership. It was supposed to result in a ring of stable and prosperous
countries in the immediate vicinity of the EU borders. Are the achievements
a convincing proof of success? Has the potential of Eastern Partnership been
exhausted or more ambitious goals should be set for the future? Should
“stability”, as repeated far too often recently, be the only name of the game?
What about the European vocation of the Eastern Partners and, also, of those
from the Western Balkans? What is the EU’s part of responsibility and does it
properly deliver?

seminar. Last but not least - do have most enjoyable time in Albena and, this
being on a strictly personal note, don’t overwork yourselves. In one of the
famous “spaghetti westerns” by Sergio Leone a bad gay was telling the rest
of the company: “If we are working for living why should we kill ourselves
working?” Just keep this in mind and have a wonderful time!

Thirdly, the Southern dimension and, what I probably miss in the programme, migration. It is not a new phenomenon but it is for the first time of
such a scale and intensity. We have to face at least several questions: Is it an
inevitable component of globalization? With 60 million potential migrants
and displaced persons around the world, is it a threat or an opportunity, or
maybe both? Do we properly walk the fine line between the humanitarian
requirements and the legitimate protection of the interests of our societies? Can we afford to have red lines turning pink when it comes to our
democratic values, while making a deal on migration with a third country?
Finally and separately, since this is an issue of a different nature – the EU
Presidency. I noticed that it is very high on your seminar’s agenda. And I am
not surprised. Since I see that you are going to discuss it with two ambassadors, may I wish them a very successful outcome of the efforts of their
respective countries, especially to Slovakia for which, I believe, this will be
the first of the kind. We ourselves will have the first EU Presidency of our
own in the second half of 2018. It is a tough job and I wish we moved a bit
faster with the planning and preparation. But I think I can safely depend on
the judgment by the Dutch Ambassador in Sofia (the current Presidency)
who is reported to have said: “Bulgaria will make it due to its talent to
improvise”. I have no clue whether this is a face value compliment or an
elegant precaution.
Dear colleagues and friends,
Let me at the end welcome you once again in my country on behalf of the
Ministry of Foreign Affairs and wish you a very successful and productive
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CHAPTER I

POLITICAL AND SECURITY
CHALLENGES
ON THE EU AGENDA
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THE EUROPEAN UNION DURING THE DUTCH
PRESIDENCY OF THE COUNCIL
Tom J.M. van Oorschot
Ambassador of the Netherlands to the Republic of
Bulgaria

2013-present: Ambassador in Sofia (Bulgaria)
2009-2013: Director for Legal Affairs, MFA.
2005-2009: Deputy Head of Mission, Netherlands Embassy in Ankara (Turkey).
2000-2005: Deputy Head of Mission, Netherlands Embassy in Budapest (Hungary).
1996-2000: Head of department judicial and home affairs cooperation (EU),
organised crime, drugs and terrorism, MFA.
1992-1996: First Secretary political department, Netherlands Embassy in Pretoria
(South Africa).
1988-1992: Personal assistant to the Secretary-General and the deputy SecretaryGeneral of the Ministry of Foreign Affairs.
1985-1988: Policy officer, Common Agricultural Policy, Department for European
Integration, MFA.
1982-1985: Policy officer, Budget and Financial Affairs, Department for European
Integration, MFA.
Studies: Civil law, international law: University of Leiden

12th Presidency for the Netherlands every Presidency is different.
Dutch Presidency tries to be sober but efficient and innovative
Context: The EU faces a difficult time. A combination of three problems
comes together at the same time.
ūū the aftermath of economic crisis of 2008,
ūū the region around Europe has become more unstable,
ūū the Eurosceptical movement within the EU.
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Three Principles:
ūū Focus on main issues, big on the big things, small on the small things,
ūū Connect with the citizens,
ūū Innovation leading to growth and jobs.
Set an agenda together with trio partners Slovakia and Malta, successive
presidencies. But expected unexpected developments:
ūū Migration,
ūū UK referendum.
Current Challenges:
Migration crisis
zz The migration crisis will continue to dominate the European agenda,
also after our presidency. It is still one of the most urgent and immediate challenges facing us. This crisis will be a true test for our Union and
our neighbouring states. Any solution to the migration crisis must be
European; no member state can find a solution on its own. We need
solidarity and responsibility.
zz The refugee crisis hits us where we most feel it. We are not only a union
of interests, but also of values. We have fought for these values and we
must not lose them. There is no alternative but to take action if we want
to preserve a humane Union. We should not forget the humanitarian
drama that takes place. We have an obligation to offer protection to
those who really need it.
zz The agreement with Turkey is yielding results. The number of illegal
crossings in the East Mediterranean has reduced drastically. We are
beginning to break the smugglers’ evil business model and are offering migrants an alternative to putting their lives at risk. The policy of
waiving through has ended. We now have a chance to replace irregular,
uncontrolled mass movements by orderly, controlled migration.
zz Implementation, showing results and acting together is key for our
Presidency. The situation is still far from acceptable or sustainable.
zz There is still work to be done. There are several legislative proposals
that are important for our common European approach, on issues like
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the European Border Guard, a European travel document for return,
the Schengen Borders Code and safe countries of origin. The European
Commission made a proposal to review the Dublin regulation.
zz The focus and urgency for the coming period will be on the proposal
for a European Border Guard. Now that the Council has received a
mandate for negotiations with the European Parliament, we intend
to make swift progress on this file.
zz The integration of refugees in our country is as important as the previous apsects I just mentioned. There is an economic interest to it as
well. Migrants can play an important role for our economy and solve
challenges like aging population, problems in the health care system
and provide skills that are lacking in the EU. Migrants can contribute to
economic growth as long as we offer them an appropriate integration
program, including education.
Another expected unexpected challenge: the UK Referendum
zz The EU-referendum in the UK will be a political event of the first order;
Europe is holding its breath as we see the campaigns unfold.
zz We still firmly believe it is in the interest of us all that the UK remains
in the EU. We are pleased we had a positive outcome of the negotiations at the February European Council to accommodate the wishes
of the UK government. We sincerely hope it will be the basis for the
UK’s EU-membership in years to come.
zz As the question will be put to a vote on June 23rd, it is now up to the
British voters and them alone.
zz The outcome will determine the future of Europe.
Our 5 priorities
ūū Security
ūū Internal market
ūū Strong currency
ūū Climate and energy
ūū Rule of Law
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Security and the EU as a strong global player
zz The challenges the EU faces do not stop at our borders. We see that
internal and external security are more intertwined than they have
ever been. Migration and terrorism are two examples of this.
zz Respect for the rule of law and our fundamental rights are among our
strongest achievements and characteristics. To protect these rights,
we need security throughout our Union.

zz The future of Europe is in innovation. In the 21st century, knowledge
and innovation remain the main guarantee of our Union’s competitiveness. Through purposeful, targeted policy, we want to encourage jobcreating companies. The single market is key, as it enables businesses
to offer their products to 500 million consumers with the same set of
rules and without trade barriers.

zz The need for a coordinated European approach has become evident
in view of the transnational nature of cyber-crime and cyber security
issues, organized crime and human trafficking.

zz However, there is still much untapped potential in the single market;
which is why it is important that we continue to deepen it and make
it even fairer.

zz Countering terrorism will be an important priority. The attacks in
Brussels and Paris show that counterterrorism requires our utmost
attention. We will continue to work on fully implementing the antiterrorism measures outlined in the joint statement following the
Brussels attacks.

The

next concrete step towards deeper integration of our internal
market is to create one single market for digital products.
According to the European Commission only 15% of the citizens
shop online from another EU-country. 7% of SME’s sell cross border.
A fully functioning internal market could contribute 400 Billion Euro
per year to our economy and create hundres of thousands jobs.
The Digital Single Market Strategy from the Commission outlines
proposals to create a single set of Copyright rules, ease cross-border
e-commerce and simplify VAT rules, to name a few.

zz These include intensified information sharing between our intelligence
services; using the full potential of common databases; trace and cut
off the financial lifelines that enable terrorist actions. However, if we
want to stop the terrorism of tomorrow, we also need effective preventive measures and stop our own youngsters from radicalizing today.
zz To tackle these challenges and make use of opportunities, the EU needs
a vision and set solid goals. The EU is a strong but soft power that
can and should play a role in the world. The Netherlands Presidency
therefore supports the ambition of the High Representative of the EU
to adopt a new EU Global Strategy on Foreign and Security Policy at
the June 2016 European Council.
zz For stability outside our borders, security at our borders and safety
within our borders, we need better European cooperation ánd
implementation.
Europe as an innovator and job creator
zz Our economies are picking up, but the recovery is fragile. That is why
we must not lose sight of the need to bolster the single market, in the
interests of both business and workers. We need to establish a deeper
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and fairer single market, which can be our greatest asset, our strongest
bond and the most powerful driver of growth.

Another

major step is the services market; if we make it easier for
service providers to operate across borders, we create huge opportunities for businesses and new jobs. The Commission has published
its Single Market Strategy to make that possible.
zz Relying on the strength of our common market, we must not turn
inwards but remain open to the rest of the world. That means that,
we should continue to invest in free trade agreements with countries
outside of our Union.
zz the European Council has announced to adopt an Agenda on the
Implementation of the Single Market at its June meeting; a clear signal
of the European leaders.
A fairer internal market: Labor Mobility
zz We need to make the internal market fairer. The free movement of
workers and goods has brought the European Union incredible prosperity. But we also see some drawbacks. In a variety of sectors exploi35

tation of workers and false competition undermine decent working
standards and make public support erode.
zz We should guarantee the equal level playing field that the internal
market requires and strengthen the social dimension. We want to
move forward on the Commission’s mobility package that outlines
proposals in this direction. By doing this we can serve the interests of
all of our respective workforces and to enable a fair internal market.
zz When it comes to a fairer single market, we welcome the Commission’s
presentation of a targeted revision of the Posting of Workers Directive.
We’ve started work on this revision to swiftly reach a Council position.
We are grateful for the constructive approach of Bulgaria in this matter.
Sound, future-proof European finances and a robust Eurozone
zz Europe’s financial stability still deserves our undivided attention. A solid
and robust Eurozone is important to all of us. After years of persistent
crisis, the EMU institutional framework that has been built and the
reforms that have been implemented in the Economic and Monetary
Union are slowly starting to show results. We have to make sure that
these effects are felt across the Union.
zz Important steps have been taken to ensure that collective commitments are adhered to, while sustainable economic growth is stimulated. We are now better able to resist financial and economic shocks.
One good example is the introduction of the Banking Union. The
Banking Union provides a level playing field between European banks,
and it reduces the risks of cross contamination by poorly functioning
banks and financial systems.
zz Although Bulgaria is not yet member of the Eurozone we welcome the
asset quality review and the stress test of the banks. It will built trust
in the banking sector (KTB-Case).
zz Continued and consistent reform and sound budgets are essential for
a healthy European economy. Agreements should be adhered to, for a
strong Eurozone, for governments, businesses and citizens.
zz More attention should be paid to the implementation of countryspecific recommendations in the framework of the European Semester;
a yearly cycle of economic policy coordination.
36

zz In the European semester Bulgaria is recommended to reinforce and
integrate social services and active labour market policies for the long
term unemployed and young people not in employment, education
or training. (Roma) It should improve efficiency of health system and
develop criteria for setting minimum wages. It should reform the insolvency framework to accelerate recovery and resolution procedures. And
improve public procurement .
zz We support efforts to enhance transparency and simplification in the
Stability and Growth Pact. The outcome of these discussions is crucial
and should lead to improved budgetary guidelines applicable to all
member states.
Forward-looking policy on climate and energy
zz On 12 December, the 21st Conference of the Parties (COP21) of the
UN Framework Convention on Climate Change in Paris resulted in a
historical climate agreement. This agreement is legally binding and
ambitious, though flexible to match the great diversity among participating countries.
zz The Paris Agreement implicated some tasks for our Presidency: on
22 April the European Commission and the Netherlands presidency
signed the Paris Agreement for the EU. Many Member States, including Bulgaria, and other countries signed as well, paving the way for
the ratification process.
zz For a livable future, we need a transition also in other fields than climate policy alone. This is why the Netherlands, during the presidency,
wants to promote sustainable economic objectives, amongst which
the transition to a circular economy. In a circular economy, natural
resources are reused as much as possible. For example, by reprocessing the metals that make up the screens of our smartphones and not
endlessly mining them. The responsible use of fossil fuels, other raw
materials and energy, should be brought together in a sustainable,
future-proof plan for growth.
zz At the same time we have to work on the Energy Union. A well-connected and well-functioning single energy market is the best route
to diversification, security of supply and sustainability. This is the
only way in which our gas and electricity bills remain affordable. And
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an important way for member states to reduce their dependency on
energy imports from third countries.
Rule of Law
zz The European Union is not only a coin, or a market, it is also a Union
built on common values. Art. 2 of the EU Treaty states the values on
which this Union is founded and reaffirms that these values are common to all Member States.
zz Membership in our Union does not only entail benefits but also responsibilities. Among the foremost responsibilities of each Member
State is the respect for the Union’s fundamental values and notably
the rule of law, democracy and fundamental rights. It is what makes
our Union unique in the world.
zz These values are shared not only because they are written on paper
but because they have been brought to life in our pluralistic and open
societies over the last decades - sometimes against stiff opposition.
They are fundamental because they ensure essential guarantees for
the freedom of our citizens and the functioning of our democracies.

Citizens of Europe are expecting effective European answers for many
problems and challenges we face. But too often member states either
do not allow the EU to work or fail to implement the acquis or reforms
at home. Results will only persist if we work together closely and stand
behind our common decisions. Strong states make a strong Union.
zz We sometimes assume that everything we have, the values that are
secured by our Rule of Law, are self-evident. Nothing is irreversible;
everything stands or falls with sensible politics.
zz And looking at the biggest challenges we have faced since the beginning of European cooperation, we must not forget what we have
already achieved. The fundamentals of the EU are strong. Europe is an
economic Union and a political partnership, but even more important,
it is also a ‘soft power’. And as a ‘soft power’, Europe possesses enormous
attraction and authority in the world.

zz We are ready to have open discussions about the best way to protect
our values in times of change.

zz We should remember that Europe still is the place where we live in
freedom and prosperity. A place where we can combine a rich culture
and work on innovation. Where diversity, minorities and democracy
are respected. We take these achievements for granted but that this
is not the case in many parts of the world. Many people are ready to
risk their lives to obtain it. With its soft power the EU has a role to play
in the world.

zz We hosted a Rule of Law Seminar on EU fundamental values and migration in Strasbourg on the 2nd of February and last week we organized
the second Rule of Law dialogue in the General Affairs Council on
fundamental values and migration .

zz We should constantly remember how this succesful project started 66
years ago and for Bulgaria in fact 27 years ago. Bulgaria will hold the
EU-Presidency in the 2nd half of 2018. This is a enormous challenge but
also an honor and privilige to steer the Union in the right direction.

Conclusion

zz We are happy to work together with the next Presidency of Slovakia
and the future Presidency of Bulgaria in 2018.

zz This is a challenging time for the European Union
zz Many Europeans have increasing concerns about the direction the EU
is taking. The three challenges I mentioned in the beginning(economic
crises or economic insecurity, unstable region around the EU and
eurosceptical movement) are interlinked.
zz This is why it is more important than ever that we promote a sense of
confidence in the strength and value of our European cooperation.
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THE UPCOMING SLOVAK PRESIDENCY OF THE
COUNCIL OF THE EUROPEAN UNION:
PREPARATION AND PRIORITIES
H.E Marian Jakubocy
Ambassador Extraordinary and Plenipotentiary of the
Slovak Republic to the Republic of Bulgaria

H.E Marian Jakubocy is born on 9 May 1970 in Martin, Central Slovakia. After
graduating the Slovak Technical University and the International Relations
Institute within the Law Faculty of the Komensky University in Bratislava, he
starts working at the Ministry of Foreign Affairs of the Republic of Slovakia. He
is dealing mainly with countries in Eastern Europe, Central Asia and Caucausus.
Within the 1998-2002 period he was on a diplomatic mission to the Embassy of
the Republic of Slovakia in Moscow and between 2005 and 2009 he was Deputy
Ambassador in Berlin. He is Ambassador Extraordinary and Plenipotentiary of
Slovakia in Bulgaria since 2013. He is married and has one daughter.

The Slovak Republic will hold the Presidency of the Council of the
European Union for a period of six months from 1 July to 31 December
2016. As the presiding state, Slovakia will chair negotiations within the
European Union (EU) about new European legislative as well as about current political issues. Its main role inward the Council of the EU will consist of
searching for compromise among member states and outwardly Slovakia
will represent the Council in relations with other European institutions
such as the European Commission and the European Parliament. Together
with Netherlands (in the chair of the Council of the EU between 1 January
and 30 June 2016) and Malta (which will hold the presidency between 1
January and 30 June 2017) we form “Presidency trio”. The Slovak Presidency
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of the Council of the EU (SK PRES) represents an important challenge for
the entire country.

2. NATIONAL EDUCATION PROGRAMME FOR PUBLIC ADMINISTRATION
EMPLOYEES

1. SOME IMPORTANT DATES

The main educational activities were held from 1 March 2014 until 31
October 2015 and the training programmes consisted of:

In order to ensure smooth progress of the Presidency, Slovakia commenced preparations in 2012, 4 years before the official start of its term.
On 1 August 2012 the Slovak government adopted the first document on
SK PRES, which presented SK PRES starting points and priorities. Although
the responsible institution for the overall coordination of the SK PRES is
the Ministry of Foreign and European Affairs of the Slovak Republic, all
public sectors are involved in the preparations and therefore a successful
cooperation between them is essential. In order to ensure the effective
coordination among all institutions, SK PRES Interministerial Coordination
Council was established on 31 October 2012. Members of this Council are
state secretaries of various ministries and heads of the Government office.
Later on, on 9 January 2013 the National Education Programme giving the
guidelines for training programmes for public administration employees
was adopted. On 16 May 2013 the political parties represented in parliament
signed the Joint Declaration on preparation and holding of SK PRES and
in March 2014 the first consultations of the Presidency trio (NetherlandsSlovakia-Malta) was held. In September 2014 the Slovak government approved budget of the SK PRES for the upcoming year 2015 and preliminary
budget for years 2016-2017. Few months later, on 1 July 2015 Government
Plenipotentiary for the Slovak Presidency of the Council of the European
Union, Mr. Ivan Korčok, was appointed. A new building of SK Representation
in Brussels was inaugurated by ribbon cutting ceremony on 18 May 2015.
The following important event related to the Presidency took place on 15
December 2015, when Council’s 18-month programme was drawn up by
Netherlands-Slovakia-Malta trio and also adopted. At the beginning of the
year 2016, more concretely on 22 January, the official logo of SK PRES was
unveiled and lastly on 9 May 2016 the official website of SK PRES (www.
eu2016.sk) was launched. However, nowadays it is also possible to use other
communication tools such as Twitter (@skpres2016; @eu2016sk), Facebook
(Slovenské predsedníctvo v Rade EÚ) and YouTube channel (EU2016 SK)
in order to be informed on daily basis about the Slovak Presidency of the
Council of the EU.
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zz Institutional-procedural preparation (916 participants)
zz Language preparation – English and French (395 participants)
zz Communication, presentation, negotiation skills (259 participants)
zz Media training (38 participants)
The target groups for the training sessions were either future working
group chairs/co-chairs, experts and coordinators at the ministries or other
civil servants in touch with Presidency as for example spokespersons and
liaison officers. Altogether 1092 staff members from 27 ministries/institutions have been trained to undertake their new responsibilities during the
SK PRES. The total cost of educational activities reached 1, 67 million € and
was financed via an ESF grant.
3. SLOVAK PRESIDENCY BUDGET AND OTHER FIGURES
Total expenditures for four and a half years of preparations and the actual
exercise of SK PRES should not exceed 70 million €. Those expenses are strictly
linked with preparation and performance of tasks such as cost of human resources, i.e. experts, diplomats, and staff; education and training; logistics and
security; cultural and social presentation and expenditures on administrative
and technical support. However, some of the expenditures will be covered
also by sponsorship, for example 40 minivans for delegations.
When it comes to human resources, central government bodies and other
government entities, both in Slovakia and abroad have hired additional
staff. Altogether 374 new staff members will help to exercise the increased
work duties. Slovak Presidency of the Council of the European Union gives
work and internship opportunities also to university students. The main
role of 91 liaison officers is to coordinate activities and communicate with
foreign delegations coming to Slovakia. Number of Slovak staff based in
Brussels almost doubled from 139 to 220, without mentioning 30 temporally
recruited interns. In addition to regular employees, many volunteers – i.e.
students/interns decided to join teams of Slovak embassies abroad.
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The main events and political gatherings will take place in Bratislava. To
be more concrete, during the period of July - December 2016, 20 ministerial meetings and conferences and 180 expert meetings will be organized
in the capital city. Altogether more than 20 000 delegates are supposed to
be accommodated in 23 partner hotels in Slovakia.
4. SLOVAK PRESIDENCY LOGO
The logo is the most visible sign of the country holding the Presidency
of the Council of the European Union. The official logo of the SK PRES is attractive, easy to remember and bear positive emotions. It contains specific
Slovak elements – diacritical marks and Slovak tricolor, which represent
Slovakia as a young and dynamic country. There are nine variations of the
logo, which incorporate a variety of graphical symbols that can be put
together in a number of shapes, known in electronic communication as
emoticons that capture distinct moods, attitudes or emotions. Author of
the logo is 23-year-old artist and designer Jakub Dušička, student at the
Academy of Fine Arts (VŠVU) in Bratislava. His logo design was chosen in
an open competition that attracted over 200 creative designs from experts
and amateurs alike. In addition to representatives of the Ministry of Foreign
and European Affairs of the Slovak Republic, the panel that selected the
winning design included three external experts in design and advertising.
The logo is the key element of visual presentation of the SK PRES. It appears on many documents, promotional materials, brochures and banners.
It is also used for the official communication channels and events linked
with the SK PRES in Slovakia and abroad.
5. SLOVAKIA´S FIRST EU PRESIDENCY – CHALLENGES AND PRIORITIES
Context/ the point of departure for Slovak Presidency
Slovakia will take over the steering wheel of the Council of the EU after
Presidency of the Netherlands on 1 July 2016. Whereas the Netherlands has
held the Presidency already 12 times (including the current one in 2016),
both Slovakia and Malta will assume this position for the first time ever.
However, it can’t be forgotten that the story of the Slovak Republic within
the European Union is much different from the one of the Netherlands. While
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for our predecessor it is the 12th time to lead the 28 member states, Slovakia
has just celebrated the 12th anniversary since its integration into European
structures. Nevertheless, for the Slovak Presidency, the Netherlands represents an excellent predecessor.
Moreover, Slovakia will be holding the Presidency of the Council of the EU
in very challenging set-up for the whole European Union. We will deal with
the current international and regional issues such as migration and refugee
crisis, conflicts in our neighborhood – Ukraine/Russia, ISIS, terrorism threats,
UK referendum and fragile Eurozone related to current assessment of the
third bailout package in Greece. However, neither rising Euroscepticism nor
radicalization with almost endless prophecies of the end of the Union helps
to strengthen the position of the EU. It is a difficult context to digest, both
for the member states and EU citizens. As a result we can spot attempts
to draw divisive lines, to finger point, question the unity of the EU or the
credibility of the core integration projects (such as Schengen or euro). But,
we do not like such defeatist mentality. Any community would have huge
problems if it was confronted with such type of challenges. Those who only
criticize do it with a view to mobilize and manipulate the public against the
EU. Therefore it is important to understand that the EU is the only solution
that we have at hand.
Our contribution as Presiding country
The Presidency of the Council of the EU is an excellent opportunity
to substantially contribute to the joint search for solutions and answers.
Therefore, we are not painting gloomy pictures but we have an idea of how
to move Europe forward with two main elements:
zz Focus on positive agenda:
To build upon successful experience and continue to foster the Single
Market in order to remove barriers and obstacles in it;
zz Aim for sustainable solutions:
Not to lose sight of a strategic vision and long-term perspective but to
propose solutions sustainable over time.
Our overarching ambition is to help Europe become more resilient - in
terms of a stable economy, a deepened Single Market, effectively managed
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migration and asylum policy as well as fostering external relations and international trade that will contribute to Europe’s position of a real global player.
Priorities of the SLOVAK PRESIDENCY program
The ingredients that we have to merge are three-fold and consist of our
vision, current reality on the ground and strategic EU documents. Major
principles which lead us to clarify priorities of the SK PRES are as follows:
zz Bring tangible results / deliverables
zz Help overcome the fragmentation in the EU
zz Focus on EU citizens
We believe that these principles are mutually reinforcing, which means
that with (1) tangible results we (2) help overcome the fragmentation and
finally we can bring (3) real added value for our citizens.
The Slovak Presidency work program will focus on four priority areas:
economic and financial agenda, single market, sustainable migration and
asylum policy, external relations and trade.
Vision of Europe that we aim for:
The benchmarks of a successfully managed SK PRES are as follows:
zz Tangible progress in legislative files
zz Efficient interplay with other EU institutions (the European Commission
and the European Parliament)
zz Capacity to react to unforeseen events/circumstances
Nevertheless, the most challenging part of the Slovak Presidency of the
Council of the EU will be our ability to assume the true role of the Presidency,
which is to put aside national priorities and clearly pursue a common
European interest. To do so, we need to fight our complacent mentality,
restore trust among member states and last but not least deliver on what
has been agreed.
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SCENARIOS AFTER THE UK REFERENDUM ON BREXIT:
ANOTHER POLITICAL GAMBLING?
Plamen Ralchev, PhD
Associate Professor in International Relations and
European Studies at the University of National and
World Economy, Sofia and Consultant in Strategic
Communications
Plamen Ralchev is Associate Professor in International
Relations and Foreign Policy. Since 2015 he is Deputy Head
of Department of International Relations at the University
of National and World Economy in Sofia.
In 2015 local elections Dr. Ralchev was running for a district mayor and
municipal councillor in Sofia from Movement 21 Political Party. Within the
party he is responsible for the education policy and is a member of the Working
group on international affairs.
From 2000 until 2007 Dr. Ralchev has been working as Senior Research Associate
at the Institute for Regional and International Studies, Sofia.
In 2003 he was a visiting fellow at the East Europe Program at the Center for Strategic
and International Studies, Washington D.C., and in 2004/2005 - a Chevening Scholar
at the Department of Sociology at the University of Bristol, England.
In 2008 Dr. Ralchev established and has been running STRATCOM project,
focused on research and study of strategic communications, international
public relations and public diplomacy, country image and reputation
management. His research, advisory and public activities in recent years
concentrate on domestic and foreign policy development of the UK and Turkey.
The UK has a long track-record of being reluctantly European or the oddman-out in the EU. There used to be ongoing debates in Britain about how
deep and how far the European integration should evolve. Nevertheless,
these debates have never surfaced so much and trigger such political consequences. Whatever the opinion split in the UK might have been in previous
decades, it was the common sense of the political elite of both major parties
– Labour and Conservative, alongside with the big business that prevailed
in final decisions. In recent years, however, domestic political rhetoric in the
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UK was overwhelmingly preoccupied with issues that stemmed directly or
indirectly from EU developments, like the free movement of EU citizens, access to labour market and social care in Britain, immigration, etc. The degree
of public sensitivity about these issues was further raised by populist rhetoric
of Nigel Farage who helped strengthened the anti-EU camp. The divide in
the British public over the EU and the future of the country as a member
state appeared as a junction of domestic and foreign policy areas, resulting
from deep structural social problems in British society concerning the rising
numbers of Brits who are low-skilled, poorly-educated, permanently unemployed, or other concerns like school drop-outs and teenage maternity, which
contrasted with the increasing numbers of immigrants, highly-educated as
well as low-skilled, caused social anxiety among many British. In the foreign
policy realm the UK continues to struggle for re-defining an international
role for itself, always referring to the memories of the time of the British
Empire and British “Greatness”. This mixture of exclusiveness nurtured public
sentiments in Britain about self-exclusion from the EU, where the UK did not
devotedly belong to, but rather used to sway due to different commitments
of its political leadership. What we witness now is a coincidence of a split in
both public support for EU membership as well as a deep divide in political
leadership over the future of the UK as an EU member. Whatever the result
of the UK Referendum on BREXIT will be, it will be very close, neck-to-neck,
and will bring about many critical challenges.1
Both options, BREXIT or BREMAIN, raise concerns not only for Britain but
for the EU as well. It is expected that this may finally bring the outcome of
an outstanding odd partnership between the UK and the EU. In the course
of its European membership the UK has been behaving as a partner rather
than a member of the EU. Probably this identification gap is one of the many
factors that would perpetuate Britain’s swaying.
From the viewpoint of the UK, possible scenarios after the referendum
could be ranged as positive, negative and “not-a-big-deal”. For the EU a
possible withdrawal of the UK from the Union could be expected to enact
a “self-curing” scenario, meaning that without the UK the EU would have
a chance to strengthen and deepen the integration process into a more
federal entity. The opposite possibility would be a “self-contaminating”
scenario, i.e. further exit attempts by some other EU member states.
1 As this paper had been prepared for presentation in early June 2016, it was “blind” for the results of
the referendum held on 23 June 2016. Therefore it considers both options, “Stay” and “Leave”, as well
as opinion polls results from the campaign before the referendum.
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KEY ARGUMENTS FOR AND AGAINST STAYING IN THE EU
Regarding different policy areas, debates over the future of the UK in
the EU build on several major arguments for leaving or staying.
First, Immigration appears as a leading issue. The Leave Camp claims that
Britain can never control immigration until it leaves the European Union,
because freedom of movement gives other EU citizens an automatic right
to live in the UK. On the contrary, supporters of EU membership argue
that leaving will not solve the migration crisis but bring it to Britain’s
doorstep because border controls from the continent will move from
Calais in France to Dover in the UK.
The second area of concern is Criminal justice. The argument for leaving the Union underlines that the European Arrest Warrant allows British
citizens to be sent abroad and charged for crimes in foreign courts, often
for minor offences, and that Brexit would stop this. EU proponents bounce
back that serious criminals who convict offences in Britain can only be
returned once fleeing abroad thanks to the European Arrest Warrant. So,
leaving the Union would stop justice being done.
The third area concerned is Trade. Leave campaigners raise the slogan
that Britain’s links with the EU are holding back its focus on emerging
markets – there is no major trade deal with China or India, for example.
Leaving would allow the UK to diversify its international links. However,
Stay campaigners quote that 44 per cent of Britain’s exports go to other
EU countries.
Fourth, many Brits are concerned about law-making. Too many of
Britain’s laws are made overseas by dictates passed down from Brussels
and rulings upheld by the European Court of Justice. Opponents of EU
membership argue that UK courts must become sovereign again. The
Stay campaigners, on the contrary, say that the Exit campaign has overexaggerated how many laws are determined by the European Commission.
EU proponents uphold that it is better to shape EU-wide laws from the
inside rather than walking away.
The fifth area concerns the effects on the labour market and especially
job losses. EU opponents claim that the danger to jobs has been overexaggerated. By incentivising investment through low corporation tax and
other perks Britain can flourish like the Scandinavian countries outside the
EU. On the other side, Brexit adversaries claim that around three million
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jobs are linked to the EU and will be plunged into uncertainty if voters
plump for exit, and businesses would be less likely to invest if the country
was outside Europe.
Sixth, in terms of clout, Leave campaigners maintain that Britain does
not need the EU to prosper internationally. By re-engaging with the
Commonwealth the UK can have just as much clout as it does from inside
the EU. Stay campaigners believe Britain will be “drifting off into the midAtlantic” if it leaves the EU, as Nick Clegg likes to say. In a globalising world
the UK’s interests are best protected by remaining part of the EU bloc,
with American and Chinese leaders indicating as much.
Seventh, financial issues are also at stake. Supporters of Brexit argue
that talking about possible capital flight is nonsense. London will remain
a leading financial centre outside the EU and banks will still want to be
headquartered in Britain due to low tax rates. The contrary argument of
those opposing Brexit is that banks will flee the UK and the City of London
will collapse if Britain votes for exit, because the trading advantages of
being inside the EU help boost banks’ profits.
Eighth, with regard to sovereignty, Leave campaign rallies under the
slogan that the British Parliament is no longer sovereign. With the EU hellbent on “ever closer union” and further economic integration likely after
the Euro crisis, it is best to call it quits before ties deepen, EU opponents
argue. On the other side, British EU supporters maintain that in a globalised
world, every country must work closer with others if it wants to flourish
economically. A desire for isolation will undermine the UK.
Ninth, in terms of defense, Leave campaigners warn that Britain could
soon be asked to contribute to an EU Army, with reports suggesting
Angela Merkel may demand the Prime Minister’s approval in return
for other concessions. Brexit supporters fear that would erode the UK’s
independent military force and should be opposed. Brexit opponents
argue that European countries together are facing the threats from ISIL
and a resurgent Russia. Working together to combat these challenges
is best – an effort that would be undermined if Britain turns its back on
the EU.
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OPTIONS FOR THE UK OUTSIDE THE EU
The first, most widely discussed model for the UK outside the EU is the
European Economic Area model (e.g. the Norway model). The advantages of
that model are that the UK will still belong to the Single Market. Meanwhile,
it will be also able to negotiate trade deals independently of the EU. This
model, however, brings certain disadvantages. The UK would be required
to implement Single Market policies, while having no representation in
setting the rules of the Single Market. Britain must also comply with rules
of origin for exports to the EU and subject to EU anti-dumping measures.
It must contribute to the EU budget as well.
The second option for the UK would be similar to the Swiss model,
based on bilateral agreements. These include free trade in goods and free
movement of people with the EU, while keeping the ability to negotiate
trade deals independently of the EU. This presents an a la carte approach,
which permits opting out of EU programs on a case-by-case basis. Bilateral
agreements however require Switzerland to adopt EU rules, but Swiss have
no representation in EU decision-making. There is no agreement with the
EU on trade in services, either. Switzerland pays a fee to participate in EU
programs, but contribution is lower than if in EEA.
The third option is based on European Free Trade Association (EFTA).
The pros here also include possibility for free trade in goods with the EU,
while keeping the ability to negotiate trade deals independently of the
EU. EFTA model does not require countries to adopt EU economic policies
and regulations. There are no obligations to contribute to the EU budget,
either. Disadvantages of EFTA model spell out no freedom of movement of
people with the EU, no access to EU markets for service providers, whereas
goods exported to the EU must meet EU product standards.
The fourth option seems the loosest one. It builds on the World Trade
Organization rules (WTO). Within this model the UK would be able to negotiate trade deals independently of the EU. It will not be required to adopt
EU economic policies and regulations. There would be no obligation to
contribute to the EU budget, either. Disadvantages of this model however
would be that trade with EU will be subject to Most Favored Nation tariffs
and any non-tariff barriers that comply with WTO agreements. There would
be no freedom of movement of people with the EU, no right of access to EU
markets for service providers, while goods exported to the EU must meet
EU product standards.
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Another selection of BREXIT models is set out in a research report by
Global Counsel presented in the table below.

Open Europe think-tank published a study in 2015 estimating the impact
of various BREXIT scenarios on UK GDP by the year 2030.

Source: Global Counsel, BREXIT: the Impact on the UK and the EU, June 2015, p. 6

Source: Open Europe, The Consequences, Challenges and Opportunities Facing Britain outside EU, Report
3/ 2015, p. 7
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Negative Impact on the UK

Scenarios for the EU

Featuring the negative impact Brexit may have on the UK, the list usually
starts with the probability to lose attractiveness and competitiveness (the
highest credit the UK has). This might be traced in any aspect – capital and
financial services, education, worse conditions for R&D and Innovations,
diverted workforce migration, deeper structural social problems in Britain,
but also incurring deeper split in British political parties (especially, the
Conservatives). A huge blow on Cameron government could be foreseen.

Before the referendum in June 2016 there were two possible scenarios for
the EU. If Brexit occurs, it could push EU toward either deeper integration
within the Economic and Monetary Union, or intensify further integration
in European security and defense. Another feasible response would be
more active public communications to nurture allegiance to the EU, and
new European civic education to promote EU identity. Above all, however,
the EU will badly need a new type of political leadership.

The EU is the largest trade partner of the UK. UK exports are directed
primarily to the Single Market, esp. the exports in services. Brexit will probably spell out a decline in UK-EU trade volume. This may result in decline in
UK economic growth rate and lower productivity.

In case of Bremain, negotiations could be expected between the UK and
the EU to strike a new deal aimed at reforming and redesigning the EU and
keep UK presence in the EU policy-making.

Voting in favour of Brexit may make some British believe their country
will have bigger freedom of choice, but in effect it would mean smaller
bargaining power for the UK in global affairs. In addition to that, the UK
will lose the opportunity for representation in the EU policy-making. Yet, it
will still have to obey some common EU rules. The UK will lose leverage on
EU policies, including security and defense.
As far as the comprehensive Transatlantic Trade and Investment
Partnership (TTIP) is concerned, the US will lose UK as a vociferous proponent of TTIP.
The last, but not least, English might not be among the chief working
languages of the EU once Britain leaves.
Negative Impact on the EU
From the viewpoint of the EU, Brexit may create a negative precedent for
other Eurosceptic members. It may also trigger a possible negative impact
on the Euro-zone, as it is still struggling to recover after the financial and
debt crisis. There might be pressure on Europe’s banking system as many
EU businesses are exposed to UK banks. A possible slump in specific countries and industries could be observed – Irish, Dutch, Belgian and German
exports to UK might be affected. Labour markets may also experience some
turmoil as far as there are at least 3 million UK citizens working in other EU
member states.
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Once we had the sober effect of referendum results the Bremain scenario
is no longer at stake. However, as post-June developments and actions of
the new UK government headed by Theresa May show, there will really be
long and uneasy negotiations between the UK and the EU to strike a deal
arranging the British withdrawal. Two issues will be highly contested – access to the Single Market and free movement of people. The UK cherishes
and would like to keep its access to the Single Market at any rate, while at
the same time there seems no way it can accept free movement of people.
Some EU members, especially Germany and France, seem determined to
curb this cherry-picking strategy of the British government.
A major lesson to be learnt after Brexit is that political communication
has terminally lost credibility and governing elites both in Britain and EUwide have failed to approach and deal with public opinion properly. Where
political communication has failed to deliver, room was made for new age
public communication, which gained leverage in opposing or defending
EU integrity. There were good examples for this in both Leave and Stay
campaigns before the referendum on Brexit. The one is BREXIT The Movie,
which is a crowdfunded 2016 feature-length documentary film written and
directed by Martin Durkin, advocating for the withdrawal of the UK from
the EU. The second example is about the positive campaign - “Hug a Brit”,
a grass-root campaign featured in Facebook, Twitter and Instagram with
the hashtag #HugABrit, launched by EU citizens residing and working in
the UK trying to persuade British friends and sway vote. “Please Don’t Go
UK” was a new age generic public communication tactic to persuade UK to
stay in the EU. Both examples illustrate the prominence of modern public
communications over exhausted political messages to voters.
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Conclusion
The results of the referendum definitely had sobering effect on British
and European publics and political elites, as it was not meant to bring about
this particular outcome. It was a fiasco of Cameron’s government and the
campaign he steered. Post-referendum developments, especially the moves
of PM Theresa May’s government and the EU stances hint that actual BREXIT
can occur more difficultly than its supporters have envisaged. Pessimistic
assessments point out that the process of withdrawal of the UK from the
EU may take much longer than the two year period. Especially negotiating
the terms will prove hard for both sides. The red-lines would be the access
to the Single Market and the free movement of people. There are no signs
for a compromise whatsoever.
Drawing the bottom line after the referendum, it is evident that the EU
needs the UK more than the UK needs the EU. There will be gains and losses
on the UK side, but definitely it will be more depressing for the EU. The EU
needs to strengthen European identity and integrity, and avoid any future
exits. In Jean Claude Juncker’s words – “We have full-time Europeans when
it comes to taking and part-time Europeans when it comes to giving … Too
many part-time Europeans. That is a problem.” His words clearly prompts
that there is a great need for renewed dedication and leadership to the
European idea.
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The last two years saw a seminal change in the way international relations are evolving – a process that led a number of scholars to conclude,
that “geopolitics returned with a vengeance”2. As a matter of fact, in 2014
Putin’s Russia annexed Crimea in the aftermaths of the pro-European revolution in Kiyv, while in the Middle East Abu Bakr al-Baghdadi declared the
formation of a modern-day caliphate – the “Islamic State” (ISIS), controlling
Sunni territories in both Iraq and Syria, headed by a violent takfirist-terrorist
leadership. In a span of a year Europe found itself challenged by resurging revisionist Russia and by Islamist jihadism that declared war on the
2 See for example Walter Russel Mead, The return of Geopolitics in: Foreign Affairs, May/June, 2014,
available at: https://www.foreignaffairs.com/articles/china/2014-04-17/return-geopolitics
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infidels and the “crusaders”. It was a startling development that not only
was unanticipated in the Western capitals, but that dealt a crushing blow
to the self-delusional European Neighborhood Policy (ENP) of the then EU
leaders towards the countries in both the post-Soviet area and the South
Mediterranean as well. In a sudden twist of political fortunes we witnessed
a return to Cold War policies in the East-West relations, and to religiouslyinspired total war, that revived Huntington’s “clash of civilizations” paradigm3
in lieu of the Europeanization project.
Both developments had as an immediate effect by worsening of the
global international climate, with worrisome consequences in Europe. The
Balkan/Black Sea countries in particular found themselves at the intersection of two types of confrontation – a Cold War like tension between Russia
and NATO, on the one hand, and a terror war of the “Islamic State” against
the infidels, on the other. The geopolitical situation in the Wider Black Sea
region further deteriorated during the short but extremely tense episode
of Russian-Turkish mini-Cold War that followed the downing of a Russian
military plane in November 20154.
Although the ISIS war of terror5 was deemed a lesser evil, that lacks a
strategic dimension, it was the spectacular series of terrorist acts in some
of Western capitals that terrified public opinion and led to stricter police
controls and limiting personal freedoms by the introduction of the antiterrorist legal framework in EU member-states. On the other hand, the
mutually linked conflicts in Syria and Iraq, in addition to the deteriorating
security situation in Libya, generated or facilitated the trans-continental
waves of illegal immigrants that swept Europe in the last two years, producing a cascade of intra-EU problems and mini-crises.
Islamist terrorism and radicalization of European Muslim groups/individuals, on the one hand, and mass illegal immigration on the other, became the
most fearsome soft-security i.e. non-military threats to Europe; moreover,
seen as a part of the radical Islamist/terrorist total war against the West, they
represent an example of the increasingly blurred lines that usually divide
3 The 1996 book by prof. Samuel Huntington “The Clash of Civilizations and the Remaking of World
Order”, based on a previously published article in “Foreign Affairs” is arguably the most famous study
on contemporary international relations. See: https://en.wikipedia.org/wiki/Clash_of_Civilizations
4 Bilateral relations were partially repaired after the meeting Erdogan-Putin in July, 2016, although
they are still far from friendly with Balkan policies of Ankara and Moscow still at odds.
5 It was president George W.Bush that was the first to use this term in the wake of the 9/11 terrorist
acts, Under Obama initially its official usage was discouraged until the second half of 2014, when the
US started their war against ISIS. On contemporary Islamist terrorism see: Brian Michael Jenkins, The
new Age of Terrorism, available at: file:///C:/Users/Emo/Downloads/RAND_RP1215.pdf
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soft from hard security, military from non-military issues.
On the other hand, the return to East-West politics of confrontation
represents a fearsome déjà vu and a return to 20th century strategies
aimed to contain Russian expansionism/revisionism resulting in massive
militarization efforts on both sides of the new “Iron Curtain” coupled with
propaganda wars that remind of old ideological clichés. The countries most
negatively affected by these trends are the EU member-states and those of
the Balkan-Black Sea region. Although this repetition of the Cold War logic
of last century deserves our full attention, I will limit my presentation with
the effects of the Middle Eastern wars on European security.
*
When addressing the issue of the effect of the Syrian/Iraqi wars on
European security, one should distinguish between two main types of
impact on both the national and regional security environments: a
direct and an indirect one.
The direct implications of Middle Eastern wars are represented by the
spillover effect of illegal immigration, in addition to the terrorist attacks
perpetrated on European soil by both emissaries and local “lone wolves”,
radicalized by jihadist propaganda. Both are deemed soft-security issues,
as they do not represent classic military threats6.
Of the two threats illegal immigration is more topical as it represents a
palpable social-economic and political phenomenon that haunts hosting
countries and directly challenges both the EU-immigration system and
the multiculturalism mantra on a regional and national level. The problem
started to unfold gradually as a side-effect of the increasingly internationalized Syrian war. The first country to be targeted by refugees and/or economic
migrants coming from the war zones was Turkey and this is for a reason: it
is bordering war-torn Syria and is the first secure country in the immigrants’
itinerary. Since the beginning of the Syrian conflict, but especially since 2014
the number of immigrants in the southern part of this country started to
grow steadily. Currently, the country hosts up to 3,1 million people, which
6 Usually “soft” or non-military threats involve criminal offenses: organized crime, trafficking, corruption,
etc. that are dealt with by law enforcement agencies and punished by criminal law. Since the beginning
of the 21 century they are increasingly integrated into cross-border and even trans-continental criminal
networks, the most important of which is the heroin “Balkan route” that links Europe to the puppy fields
of Afghanistan. When we speak of the terrorist acts as “soft-security” threats, we rather refer to the fact,
that they are committed by non-military perpetrators, but also, and increasingly so, to the soft targets
they chose. See: www.stratfor.com/weekly/struggle-harden-soft-targets
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makes it the country with the largest refugee population in the world.7
By the beginning of 2015, however, the Turkish refugee problem suddenly
was transformed into a European one, after Ankara apparently facilitated
and/or did not prevent a wave of well organized groups of illegal immigrants
to reach Greece mainly through the Aegean. By the end of that year almost
one million immigrants have arrived in Europe, 80% of them using Greece
and the “Balkan route” – Macedonia, Serbia, Croatia – to arrive in Germany
and to a lesser extent to other Nordic or Western countries.8
Almost half of the illegal immigrants, coming through Turkey are Syrians,
while the other half is composed of Iraqis and Afghans9. The majority of
them are applying for a refugee/humanitarian status and wish to settle in
the wealthier part of Europe – Germany and the Scandinavian countries. In
the second half of 2015 and the beginning of 2016 we witnessed a critical
situation develop with the inflow of over a million mainly Muslim immigrants
claiming a refugee or other humanitarian status in the EU. “The Balkan
route” of illegal immigration not only brought to light the vulnerability of
the existing EU immigration system, but also emphasized the geopolitical
linkages between the Balkans and the Middle East. And, as this wave of
illegal entry in Europe and the EU was organized and undertaken by local
traffickers, the immigration crisis led to the activation of transnational organized crime networks, which usually are busy in all types of smuggling
– from drugs to antiquities.
With the advent of ISIS and the further festering of the Syrian/Iraqi conflicts the smugglers turned to large-scale operations of human trafficking
that involved hundreds of thousands of refugees/economic migrants from
the Asian and African areas. This was an extraordinary situation which not
only led to huge inflow of “dirty money” to local smugglers and traffic networks, but activated and widened their corruption links to law enforcement
officers and other public servants. Both processes are viewed as directly
affecting not only public morals, but national security in the transit Balkan/
Black Sea countries as well.
Another consequence of this closeness is the vulnerability, especially
of the Western Balkans Muslim communities to Islamist radicalization10.
7 See http://ec.europa.eu/echo/files/aid/countries/factsheets/turkey_syrian_crisis_en.pdf
8 See for example http://www.bbc.com/news/world-europe-34131911
9 Ibid.
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In this context “radicalization” is defined as a process of adopting extreme opinions, views, beliefs and
ideologies, to the extent of fierce rejection of all alternatives. It is characterized by a decisive readiness for
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Although the spread of radical Islamist ideas and Salafi militancy preceded the current Syria war, the latter impacted heavily on some Muslim
groups in countries like Bosnia and Herzegovina, Kosovo, and Macedonia.
One particularly disturbing phenomenon is that of transnational fighters, including from the Western Balkans, traveling to and from conflict
zones, who are believed to pose serious security threat to many European
states.11
As a rule, Islamist radicalization (albeit a superficial one in most cases)
is the necessary precondition for committing terrorist acts. Terrorism/ violent extremism in its religious form are currently considered to be among
the most dangerous threats facing the world and Europe in particular. The
Islamist form of terror is particularly disturbing as it uses a world religion
as its motivation and proclaims its actions as a modern-day jihadism or
adherence to a “holy war” against infidels and “crusaders”.
Despite the fact, that this phenomenon is one of the most researched
and commented issues in both the academic and media/politics realms,
not much attention was paid to the fact, that Islamist terrorism represents
a new, asymmetrical threat and a part of an asymmetrical12 or total war
declared to the West and the non-Muslim world in general. Therefore,
an accurate way to describe it should focus simultaneously on both the
Middle Eastern and the European “war theatres”, i.e. it should assess its
different components, that include both classical military aspects (military/insurgency operations against Iraqi regime forces and Shia militia
in Iraq plus the US-led anti-ISIS coalition in Iraq and Syria) and diversionary operations “behind the front-lines” and on enemy territory (terrorist
acts in Iraq/Syria, but also Europe and elsewhere, often by “lone wolves”,
Islamist radicalization facilitated by online propaganda, etc.).
As previously noted, “the softness” of such crimes, involving violence
and killings is debatable - another way to describe it could be to regard
such attacks as military diversion operations by an enemy foreign power.
This ambivalence reflects the “asymmetrical” nature of the Islamist terrorism’s threat.13 To put it another way, it would be wrong to treat terrorist acts as
imposing one’s views and principles over the rest of society, through rejecting the constitutional foundations
of democracy and non-respect for fundamental human rights. Very often it leads to adopting the ideology of
violence. (See: Radicalisation in Bulgaria: Threats and Trends, Center for the Study of Democracy, 2015, p.15
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ordinary crime as they are either part of the activities of diversionary terrorist
network/group, or are inspired by the “holy war” on the non-Muslim world
waged by the same networks/groups. Therefore, a successful remedy should
include a combination of both law enforcement instruments and tactics, and
military response.
The other way the Middle Eastern conflicts and the asymmetrical war
of terrorism against the “infidel” impacted European security is an indirect one. The urgency of countering the twin threats of terrorism and illegal
immigration was translated into hastily adopted reforms of both the EU-level
and the national internal security and law enforcement systems. Eventually,
they run counter the post-modern benefits of the “normative community”
which were taken for granted by EU citizens. As a matter of fact, following
the re-introduction of border controls even within the Schengen area free
movement of people is constrained; border fences are hastily build between
European countries; both member-states and Western Balkan accession countries are introducing harsh anti-terrorist laws and measures which are viewed
by many as an infringement on the rights of the citizens, internal tensions are
rising with the questioning of the wisdom of multiculturalism; Islamophobia
is becoming a rallying cry of all types of racist and xenophobic parties and
movements, which do not share the EU values and openly proclaim the return
to the old Europe of independent nation-states.
These negative developments in the last two years represent a stark
contrast to the “enlargement” logic of the previous period, not to forget the
EU home affairs and justice policies designed to ensure security, rights and
free movement within the Union. Until very recently the EU-member states
from the region aspired to join the Schengen zone, becoming full-fledged
EU-members, Western Balkan countries that are part of the stabilization and
association agreements, were eagerly pushing for membership, while Turkey
hoped to achieve progress in its pre-accession negotiations. Currently this
agenda is completely reversed with both Western Balkan countries and
to grassroots operatives, the trend of hitting soft targets is becoming all the more apparent in the
United States and Europe. Because grassroots operatives have fewer resources at their disposal and
less sophisticated terrorist tradecraft than professional terrorists do, jihadist propagandists encourage
simple attacks using readily available weapons. In addition, grassroots jihadists tend to attack familiar
targets close to where they live, putting a vast array of potential soft targets at risk of attack. In the
United States, attacks have occurred in cities as unassuming and geographically distant as Little Rock,
Chattanooga, Columbus, San Bernardino and now Orlando. With such a broad selection of viable targets,
anyone bent on conducting an attack will be able to find a suitably vulnerable venue. No government or
private security apparatus is physically capable of protecting every possible target, and it is often true
that when you try to protect everything, you end up protecting nothing. See: The struggle to harden
soft targets, available at: www.stratfor.com/weekly/struggle-harden-soft-targets
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Balkan member-states, especially Bulgaria and Greece; more concerned
by fortifying their mutual borders and by prospects of becoming part of a
buffer zone, as the other parts of Europe grew increasingly wary of hosting
immigrants from the Middle East. In addition prospective members from
the Western Balkans are discouraged by an almost universal fatigue from
enlargement pervading European politics.
On the internal “front” the threat of another wave of illegal immigrants
motivated an unprecedented militarization of border security. This involves
not only ad hoc commissioning of army units to border areas but also their
permanent use as an additional force in anti-terrorism operations and in
securing of the international borders of a number of countries along the
“Balkan route”. Another dimension of militarization of the soft-security
sphere is the adoption of anti-terrorist laws that significantly widen the
role of the military in countering this atypical (until recently) threat. One
such example is Bulgaria, where a bill is devised, that empowers the army
to detain people and search private homes, using force when needed, according to a draft published on the government’s website. It also allows the
authorities to ban a person suspected of terrorist activity, from leaving the
country or a city, from using more than one phone number, or using the
Internet for up to six months as a preventive measure.14
Even NATO is taking part in the efforts to stem the illegal immigration &
trafficking threat. In February 2016, on the request of Germany, Greece and
Turkey, the Alliance decided to join international efforts in dealing with this
crisis. Currently, NATO’s Standing Maritime Group 2 (SNMG2) is deployed in
the Aegean Sea to support international efforts to cut the lines of human
trafficking and illegal migration. NATO’s goal is to help make a process that
has been illegal, disorderly and dangerous into something orderly, legal and
safe. NATO ships are providing real-time information to the coastguards and
other national authorities of Greece and Turkey, as well as to Frontex, helping them in their efforts to tackle this crisis. Thanks to the information collected by NATO ships, Greece, Turkey and Frontex are taking more effective
action to break the business model of human traffickers and save lives. The
number of migrants crossing the Aegean Sea has decreased significantly.15
The needed response: back to realism
���������������������������������������������������������������������������������������������
http://www.bloomberg.com/news/articles/2016-07-06/bulgarian-cabinet-passes-anti-terror-actthat-may-curb-rights
�����������������������������������������������������������������������������������������������
http://www.nato.int/nato_static_fl2014/assets/pdf/pdf_2016_05/20160519_1605-factsheet-aegeansea.pdf

63

From the beginning of the immigration wave idealistic approaches prevailed with the insistence of accommodating all the immigrants and treating them as refugees. This was exemplified by the decision of the German
chancellor Merkel to accept almost one million Middle Eastern immigrants
in a stark example of open door policies. Very soon, however, this initial
enthusiasm faded away, in the face of growing resentment in Germany
itself, and in several other member-states and Western Balkan countries.
The Visegrad Group flatly rejected plans for relocation of Middle Eastern
migrants on the ground of national security.16 Similar concerns were not
uncommon in the western parts of Europe as well.
By the end of 2015 a new, more realistic approach by Germany and other
EU-members emerged that culminated in the March 2016 EU-Turkey deal
on migration. Popularly known as the “1 for 1 scheme”, the deal provided
that for every Syrian being returned to Turkey from Greek islands, another
Syrian will be resettled from Turkey to the EU taking into account the UN
Vulnerability Criteria. The documents also states that a mechanism will be
established, with the assistance of the Commission, EU agencies and other
Member States, as well as the UNHCR, to ensure that this principle will be
implemented as from the same day the returns start.17
This businesslike deal on an utmost humanistic issue stirred a loud
outcry of protests by human-rights NGOs and activists. Europe’s leading
human rights body – The Council of Europe - issued a stinging indictment
of the document, which it said at worst exceeds the limits of what is permissible under international law. A report by the same organization listed numerous concerns on human rights, from keeping migrants in overcrowded
and insanitary detention centres on the Greek islands to inadequate legal
protection for people seeking to appeal against rejection of an asylum
claim. The report also condemned Europe’s “shamefully slow” progress
on relocating refugees from Greece to other countries. Only 937 out of a
promised 160,000 had been found homes as of March.18
Nevertheless, this highly controversial deal was a long overdue return
to realism in European politics and a practical step to solve or temporarily lessen an otherwise unsolvable problem, which threatened European
16 https://www.euractiv.com/section/justice-home-affairs/news/visegrad-countries-trigger-crisisahead-of-eu-refugee-summit/
�� http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:22014A0507(01)&from=EN
18 See https://www.theguardian.com/world/2016/apr/20/eu-refugee-deal-turkey-condemned-councilof-europe
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societies. Because the EU and leading member-states failed to react at an
earlier stage of the emerging immigration threat, however, Europe will pay
a higher price. In addition to the objections on human rights’ grounds, it
will involve an increased pressuring from Turkey in a time, when Erdogan
is imposing an autocratic style in Turkish politics and waging a civil war in
the majority Kurdish populated South-Eastern provinces. Rewarding Ankara
for stopping the illegal immigration with liberalization of the visa requirements for Turkish citizens and with defrosting the accession negotiations is
a highly risky bet. It came as not surprising, that Erdogan openly threatened
Brussels with reversing its promise to stop the immigration wave if the EU
insists that Turkey changes its anti-terrorist legislation deemed overly repressive. Currently, Bulgaria, along with Greece, is the country that is most
threatened by such a development.
In contrast to the return to security basics on “the refugee’s problem”, the
EU and its leading member-states continue in their inefficient and one-sided
efforts to crush Islamic terrorism. One part of this failure stems from the fact,
that Europe continues to treat it mostly as a soft-security, domestic issue,
although acknowledging the existing ties between terrorists’ cells on the
continent and the Islamic State in the Middle East. Accordingly, it uses in its
counter-terrorism response the instruments of the internal security sector
in the member-states, in addition to EU specialized agencies like Europol
and the newly instituted counter-terrorism structure. Although some individual member-states are part of the counter-terrorist coalition led by the
US, they are largely sidelined by both Russia and the US, which not only
lead multinational anti-terrorist coalitions, but also are co-sponsors of the
Geneva Syrian negotiations.
What is to be done? The answer is obvious, but for the time being is not
formulated as a security priority of both EU and nation-states agendas: in order to be effective, a counter-terrorism strategy should target both terrorists
in Europe, and their organizations in the Arab-Muslim world. Europe needs
a two-prong strategy that complements police and intelligence counterterrorism at home with military efforts to defeat the Islamic State and the
other terrorist groups in Syria, Iraq, Libya, Afghanistan and elsewhere. This
is not happening though, with European political-diplomatic efforts in
the Middle East lacking firm focus on anti-terrorism. Europe continues to
arm and finance the so-called rebels in their efforts to destroy the Syrian
regime, which is the main barrier to Jihadi forces. This is an idealistic ap65

proach similar to the US “regime change” antics that needs to be revised. On
the other hand, by willingly or objectively distancing itself from significant
international efforts to solve the Middle East crises and restore the regional
order and the nation-states in the Arab world, Europe is undermining its own
activities to curb radicalization and to cope with the terrorist groups. The
EU ambiguity in its Middle East policies runs counter the efforts to restore
stability in the Middle East, which in turn leads us to target the symptoms,
rather than the root causes of this phenomenon.
**
A comprehensive approach could aim at dealing with Middle East conflicts that cause and/or trigger both external and internal challenges to
European security – namely mass irregular immigration and Islamic terrorism/radicalism. The following are the basic pre-conditions for this to happen:
First – end or freeze the Syrian war and defeat and arrest the terrorists
and the Jihadists in both Syria and Iraq.
Second – restore the Middle Eastern state system based on regional
Shia-Sunni, and Arab-Kurdish reconciliation.
Third – keep the pressure on Turkey to renounce with its revisionist
agenda and to behave as an EU-candidate country.
Four – offer Turkey a realistic form of association with the EU.
Five – bring to the fore the “mother of all Middle Eastern wars” the IsraeliPalestinian/Arab conflict.
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Abstract
The current research paper aims at examining the perceptions of the
Schengen Agreement and its current state from the point of view of a
non-Schengen EU Member State. It sheds light on the public support for
the Agreement in Bulgaria and looks for parallels to Romania since both
countries acceded the European Union together in 2007 and since then
have been jointly put under a tailor-made mechanism for oversight of their
judiciary, the shortages of which play a crucial role on their way to Schengen
membership. While governments in both Member States attempt to tackle
these shortcomings, public support for Schengen starts to decrease, since
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it gets perceived no longer as an advantage, but rather than as a security
threat. However, the paper argues that institutions can leverage on the
strong support for EU in Bulgaria and Romania to prevent populist rhetoric
from using Schengen for enhancing its outreach.
Introduction
Thirty years after the Schengen Agreement was signed, its main achievements seem to be under severe pressure due to the unprecedented influx of
migrants and refugees to Europe and the terrorist attacks in Paris and most
recently in Brussels. While Member States (MS) of the European Union (EU)
are still in the pursuit of a working common approach based on the values
of solidarity to tackle the former, preventing the latter in the future will be
a subject of an imperative and long-term debate on the free movement of
people in Europe.
All these recent developments raise the valid question about the future of
the Schengen Agreement and its adjustment to the current circumstances
or saying it in other words the price citizens are ready to pay for the free
movement they have been enjoying in the recent decades, which many have
already taken for granted. Understandably enough, the outreach of these
debates is about not only to influence policy-makers in Brussels, Paris, Berlin,
etc. but also to go beyond the 26 full Schengen members. What is more
interesting in this regard is the reflection of the Schengen-future-debates
on the Member States that aspire to become members of the Schengen
Agreement (or at least did so) but experience delays in joining for differing
reasons – Bulgaria, Croatia, Cyprus and Romania.
Citizens of Bulgaria and Romania, which both joined the European
Union in 2007 and since then are often regarded as a group in different
EU aspects, reportedly used to perceive this status as a second class EU
membership. However, nowadays it is increasingly the case that nationals
from the above-mentioned two non-Schengen countries might question
the added value of the Agreement since even today they can easily travel
to other EU countries despite the existing border controls. What is more,
the fact that the residence permits for these countries are not valid for
the Schengen area proved to be one of the reasons (among other purely
economic ones) why migrants felt discouraged to head especially to these
countries when entering the EU.
68

Having this as a background, the current research paper aims at examining the current implications of the Agreement on these two non-Schengen
EU Member States and elaborate on the perceptions about the future of the
the Convention there. It will eventually argue that restoring Schengen will
be essential but not enough for communicating its full scope of achievements and advantages to countries outside the Agreement. After making
Schengen working efficiently (and attractive) again, a period of time will be
definitely needed before societies in member countries are fully convinced
of its merits and Brussels can use it as a leverage in communicating with
Schengen-outsiders that are about to join.
Current situation
The Schengen Agreement, which marked its 30th anniversary in 2015,
started as an intergovernmental initiative of several of EU Member States
and meanwhile has been incorporated into the body of EU law, thus making
all acceding countries legally bound to join it from 2004 onwards. Nowadays
it covers partially the territory of the European Union and includes four nonEU countries (Norway, Iceland, Liechtenstein and Switzerland). EU Member
States that are not participating are the United Kingdom and Ireland, both
having the “opt-in” option, and several of the countries from the EU Fifth
Enlargement – Cyprus, Bulgaria and Romania, as well as Croatia that joined
in 2004, 2007 and 2013, respectively.
These four countries are expected to join the Agreement sooner or later,
although by following different paths. Croatia, the latest EU Member State,
started the application process in 2015, while Cyprus is still not part of the
Convention because of the unsolved dispute with the Northern part of the
island. When it comes to Bulgaria and Romania, the history of their aspirations
to enter Schengen is multi-layered and significantly affected by the objections of several Member States that bind the Schengen membership with the
persisting shortcomings both countries have been experiencing in the field of
judicial reform, corruption and organised crime. To tackle them, the European
Commission (EC) set criteria (“benchmarks”) for assessing progress made on
these issues by both countries in 2006, which are a matter of tailor-made
monitoring within the so called “cooperation and verification mechanism”
(CVM).20 This monitoring appears as annual progress reports for Bulgaria and
Romania since 2013 (and biannual reports between 2007 and 2012).
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Although, the Schengen accession and CVM procedures are officially
not connected, it gets increasingly obvious that CVM reports’ findings are
crucial for taking decision on Schengen entry, which should be unanimous.
Opposition comes from members countries of the agreement – officially
from France, Germany, the Netherlands and Finland (as well as less formally
from Austria, Denmark, Belgium and Norway).21 In 2011 the Netherlands and
Finland blocked the Schengen membership of Bulgaria and Romania stating
that both countries are not ready to join. According to the Netherlands the
lack of progress in fulfillment the CVM benchmarks is a convincing argument
for stopping the Schengen entry of the two countries. It was stated then that a
minimum of two positive CVM reports will be needed before the veto is lifted.
In 2013 Germany and France joined the Dutch resistance, which led to the
withdrawing of the Romanian request for voting on the subject. Since then
the issue of the two states‘ membership in Schengen was reviewed only once
– during the Justice and Home Affairs Council in December of 2014 when the
ministers’ conclusions at the time stated that the decision for full application
of Schengen legislation to Bulgaria and Romania had not yet been made.22
The justice and home affairs deficiencies as mentioned above let the
opposing Member States formulate their objections in the following main
directions:
1) the inconclusive results in fighting corruption and organized crime in
the two countries might jeopardize the security of the whole Schengen area;
(2) external factors, referring to the increased migration pressure on
Europe and
(3) internal ones, linked to domestic public and political concerns.23
These concerns, however, contradict to the repeated positions of
European institutions confirming that Bulgaria and Romania fulfilled the
Schengen criteria – firstly in June 2011 by the European Parliament and the
Council of Ministers on Justice and Home Affairs, and most recently by the
European Commission President Jean-Claude Juncker.24
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In terms of the Schengen membership criteria, the main focus used to
be on fulfillment of the so called “technical criteria” which proves to be a
very ambiguous concept. Actually, there is only one set of criteria, which
was negotiated during the pre-accession talks with Bulgaria and Romania.
Therefore, when saying that both countries cover the “technical criteria” for
membership in the border-free area, one should understand that they comply
with all membership criteria and everything else is matter of the objections
raised by Member States, which were never put even as in an unofficial list.25
Having said that, the options left for decision-makers in Bulgaria and
Romania to receive an official date for accession are mainly concentrated in
trying to convince their counterparts from other Member States that both
countries are not a risk for the Schengen Agreement. In order to achieve
this, politicians in the two new Member States have been addressing the
raised concerns in two thematic fields:
1) improving their countries’ performance within the Cooperation and
Verification Mechanism in fighting organized crime, corruption and reform
of judiciary or at least attempts to do so;
2) protecting the external borders of the EU by sticking to all current
Schengen requirements and procedures and even putting in place additional compensatory measures.
As of the first thematic field, the fact that the CVM monitoring reports
get prepared nowadays only once a year instead of twice as it was the case
before 2013 indicates a progress, which however seems to be still fragile
and not sufficient for lifting the mechanism per se. What is more, the latest
reports under CVM from early 2016 point out that separation of Romania
from Bulgaria becomes more possible in the near future, despite the fact
that there has never been any binding between the two states formally. A
possible separation of Romania from Bulgaria might lead to different dates
for Schengen entry, which however seems less likely for the time being, but
can additionally motivate political elites in both neighboring countries – to
make the reforms in Romania sustainable and to serve as an external shock
to the political establishment in Bulgaria and making it eventually deliver
the expected results. 26
stages-2546560, last access on May 30, 2016
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Bulgaria and Romania seem to be much more successful so far in the
second thematic field i. e. in protecting the external European borders.
Reportedly, they did not spare resources for protection of the land,
maritime (Black Sea and the Danube River) borders and airports, as well
for acquiring technologies and training staff as a part of the measures,
constituting the integrated border management system that is required
by Schengen. The security risks in that respect arose initially form the
Arab Spring and the expected at that time waves of migrants to Europe
and later on the delays in Bulgaria and Romania’s entry were often attributed to the geographical proximity the countries used by refugees
as main corridors to enter Europe, especially after the outbreak of the
civil war in Syria. Sharing land borders with Greece and Turkey, Bulgaria
has been even more exposed to this concern and in order to proactively
tackle it, its authorities took the decision to build a fence on country’s
256-km-long border with Turkey (Fig. 1). The construction works started
in 2013 and as of June 2016, the fence covers 95 km of the border, while
another 119 are to be completed in the months to come, thus the total
length is expected to reach 214 km by year’s end.27 In addition, protection
of the country’s borders, which by law was a responsibility of the border
police authorities, was reinforced by unites of the Bulgarian army – an
amendment that was unanimously agreed by all political parties in the
beginning of 2016.
Thus, so far neither Bulgaria nor Romania, which is however not directly
exposed to the Eastern Mediterranean and the Western Balkan migratory
route, proved to be targets of the waves of refugees or migrants and since
policymakers in both countries are well aware of the fears in that direction
and therefore are ready to take even extreme decisions to prevent such
concerns turning into reality.

�������������������������������
Denvnik Daily, June 14, 2016

72

Fig. 1 Border controls and construction of fences along the Eastern
Mediterranean and the Western Balkan migratory route as of June 2016

Source: New York Times

Eventually, tackling internal concerns such as judiciary and home affairs
and external ones related to the migration pressure can be perceived as
insufficient if the level of mutual trust is not sustainable over time. Thus,
provided that all criteria for Schengen membership are met, political elites
in both new Member States will need to invest much more time and energy
in convincing their counterparts of the achieved results and their durability.
What is more, the readiness of both countries to join is yet to be communicated in an appropriate manner with the constituency in Schengen Member
States, which for the time being is increasingly exposed to populist slogans
and uprising nationalism. Finally, this amalgam of still existing doubts about
the unfinished domestic homework and the preparedness of Bulgaria and
Romania to protect the external borders of the EU, the failure of their elites
to live up to the commitments towards their EU peers and the fragmented
public opinion in the home countries of the latter, will leave the Schengen
issue open for a long time, even if a phased entry is going to be negotiated
in the foreseeable future.28
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Future Schengen perspectives for Bulgaria and Romania
According to the 1951 Refugee Convention refugees may request political
asylum if they are unable or unwilling to return to their country of origin
because of a well-founded fear of being persecuted for reasons of race,
religion, nationality, membership of a particular social group, or political
opinion.29 Political asylum includes the right to live and engage in wageearning employment in the host country, to receive at least the treatment
which is accorded to aliens, and to be re-united with family members. This
implies to any signatory state of the Convention Relating to the Status of
Refugees, including all EU member states.
To apply for political asylum, refugees have to present themselves to
authorities in the territory of the signatory state. What is more, latest EU
rules require that the first Member State in which the application for international protection was lodged shall be responsible for examining it (Dublin
III Regulation)30. If Schengen regulations are considered, Schengen countries do not grant visa to third country citizens for the purpose of seeking
protection. On the contrary, conditions for obtaining any Schengen visa
are usually so restrictive that many persecuted individuals do not qualify.
Therefore, since refugees who seek protection in a Schengen country have
to travel without valid documents and therefore are not admitted as passengers to airlines or other regular transport carriers, most refugees opt
for reaching Schengen countries irregularly, usually by risking their lives.
Additionally, enforcement efforts have been tightened over the last years
and under the current regulation, refugees must have their finger-prints
taken upon arrival and, in principle, no other Schengen country will process
their application for asylum.31

Understandably enough, less wealthy EU countries are less attractive to
migrants. According to 2014 EUROSTAT data Bulgaria and Romania rank
last with GDP per capita significantly below the EU average – 47% and 55%,
respectively for Bulgaria for Romania, which along with the enhanced border
protection masseurs as mentioned above, can make them everything but
eager to join the border-free area any times soon or even not immediately
after it will have been restored.
At first glance, citizens in Bulgaria for Romania continue to support the
“free movement of EU citizens who can live, work, study and do business
anywhere in the EU” above the EU average – 87% of the Bulgarians and
80% of the Romanians (Chart 1). However, since accession to Schengen
was delayed for years, the public support in Bulgaria started decreasing
over time. It remains relatively high but latest opinion polls clearly show
the downtrend – it lost 13% in the period 2011-2015 and decreased from
67,3% to 54,3% respectively. Similarly, the opposition to Schengen entry
increased from 6,2% in 2011 to reach 16% in 2015 (Chart 2)32.

The regulations also determine which member state is responsible for
processing asylum applications and providing material support to refugees
for the duration of their status is being processed. Thus, having in mind the
prolonged duration of such procedures particularly in times of excessive
migratory pressure (and the still not functioning relocation plans), the selection of the first recipient country proves to be of paramount importance.
phases – starting firstly by lifting the airport check points and then by opening the land borders several
months or years later.
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Chart 1. Public opinion on the free movement of EU citizens who can
live, work, study and do business anywhere in the EU (%)

Chart 2. Public support for Schengen entry in Bulgaria (2011 - 2015)

Source: European Policy Initiative (EuPI) of the Open Society Institute – Sofia

The main reason for opposing the Schengen membership is the perception that it can prove to be a security threat, which is increasingly the case
if two consecutive opinion polls are considered (Chart 333 and Chart 434).
If only “no” answers within the 2015 survey are considered, the security
threat ranks first with 46% of the answers, while within a comparable survey from 2014 it gathers 20% or the responses. This perception is likely to
be even more dominant if a similar survey is conducted in 2016 since the
latest nationally representative public opinion survey presented above was
conducted in March 2015, which is much ahead the peak of the migration
crisis in the second half of 2015.

Source: Standard Eurobarometer
84, autumn 2015
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Chart 3. Reasons for disapproving Schengen in Bulgaria:
only “no” answers are considered (2015)

Source: European Policy Initiative (EuPI) of the Open Society Institute – Sofia

Chart 4. Reasons for disapproving the Schengen Entry in Bulgaria
(2014)

The skepticism towards the Schengen Agreement can be further nurtured by the still existing lack of information or even considerable levels
of misunderstanding among local population in Bulgaria and Romania. A
survey from March 2010 shows that over 50% of the citizens in Bulgaria
had incorrect idea of Schengen membership, with 23,8% of respondents
stating that Bulgaria was already member of Schengen and some 36%
pointing at that time at 2012 as the expected year of entry. In comparison,
a February 2011 poll found out a more informed public opinion with about
half of the respondent - 55% - saying correctly that Bulgaria is not a member of Schengen and 32% saying that the expected year of entry is 2011.35
Although, a certain level of improvement has been registered since then,
more recent surveys show that the misinterpretation continues to exist.
According to data from the opinion poll of the European Policy Initiative
(EuPI) of the Open Society Institute – Sofia mentioned above, reveal that
13% of the respondents support the entry in general being at the same
time skeptical that the country meets the requirements for membership,
while 5% link wrongly the Schengen entry with lifting of border checks
to non-EU countries like Macedonia, Serbia and Turkey and another small
group of 2,5% attributing the merits of the Agreement to abolishment of
airport border checks only (Chart 5).
Chart 5. Reasons for supporting the Schengen Entry in Bulgaria
(2014)

Source: European Policy Initiative (EuPI) of the Open Society Institute – Sofia
Source: European Policy Initiative (EuPI) of the Open Society Institute – Sofia
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When it comes to Romania, in 2015 one out of five Romanians is not
familiar at all with country’s bid to join Schengen and does not know its
implications. Most of those who report to be aware of the topic believe that
the accession to the Schengen Area point out possible impacts in the field
of trade (83%), tourism in Romania (80%), travel of tourists from Romania
to Schengen countries (78%), Romanian economy (70%), development of
infrastructure (75%), migration of highly-skilled professionals (68%), migration of unskilled workers to non-EU countries and even decrease in prices
(50%)36. Although, many studies provide detailed scientific evidence that
increased cross-border transactions bring economic benefits37, the areas
of impact mentioned by respondents seem to be overrated and often misleading (Chart 6). Eventually, the failure of authorities in both countries to
explain appropriately the Schengen membership to their constituencies
can lead to false expectations but more importantly it can leave enough
space for populist and/or nationalist parties to take advantage of these
communication shortages and to create half-truth messages paving the
way for easy-to-spread security concerns.
Chart 6. Areas impacted by Romania’s joining the Schengen Area

Political objectives and relative strategies
In order to prevent the afore-mentioned scenarios from happening,
political leaders in Bulgaria and Romania should still refer to the high levels of public trust in the European Union and its institutions for keeping
the momentum of the EU integration and when the right time comes, to
proceed with the two unfinished projects in front of both countries’ future
within the EU – the delayed Schengen membership and the pending dates
for joining the Eurozone.
In fact, Bulgarians und Romanians tend to trust the EU much more that
the EU28 average, whereby they have a higher degree of confidence in
the EU institutions than in the national ones, which might be attributed to
wide-spread perceptions for corruption (almost entirely associated to the
national institutions, not to the European ones)38 and the image of the EU
as as an external center of control that might improve the situation in the
respective country39. As it is shown below, 51% of the Bulgarians trust the
EU, while the EU average stands by 37%, accordingly the level of distrust
is much lower in Bulgaria (34%) compared to 50% in EU28. The picture is
similar when the perception about the image of the European Union is
questioned. The majority Bulgarians see it totally positive (51%), while this
share is close to 40% in the EU as a whole.40
Chart 6. Trust and Image of the EU: Bulgaria and EU8

Source: European perceptions in Romania – 2015
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Source: Eurobarometer EB82; 2014
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Another opinion poll (See Chart 7.) confirms that the level of trust of
Bulgarians in the EU is by far higher than the confidence in national institutions – 41,7% in comparison to 12,4% in 2015, whereas this relation remains
almost unchanged for the period 2011-2015.41 In the case of Romania, 2015
witnesses almost the same picture - the European Commission, the Council
of the European Union and the European Parliament are better positioned
than the Presidency of Romania as a matter of confidence on behalf of
Romanians (Chart 8)42.

Chart 8. Trust of Romanians in European and national institutions
(minimum value is 1 (a very low/no confidence) and the maximum value
is 5 (very high confidence)

Chart 7. Trust of Bulgarians in EU and Bulgarian institutions
2011-2015

Source: European perceptions in Romania – 2015

Notwithstanding this, reaffirming the support for EU, respectively for
the EU membership, should not be taken for granted over a long time.
Although, Bulgarians remain consistently in favor of EU, with over 62% asserting that they would vote in favor of EU membership should it be put
to vote. There is a decrease of about 7% in support to membership in 2015
and 2014 in comparison to 2013, accompanied by an increase of 5% on
behalf of unfavorable potential votes, which reached 21,4% in 2015, starting from 16,2% in 2013.43

Source: European Policy Initiative (EuPI) of the Open Society Institute – Sofia
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Chart 9. Would you vote in favor of EU membership now: 2013 - 2015

Source: European Policy Initiative (EuPI) of the Open Society Institute – Sofia

Conclusion
The current challenges before the Schengen agreement including closing
of borders and the debate on nationalization of policies can be considered
another argument for delaying the entry of Bulgaria and Romania in the
Schengen Agreement, although for the first time since announcing their aspirations to join, both countries witness a situation, which goes beyond the
official and unofficial criteria they are supposed to comply with. These processes go hand in hand with ever lower rates of public support for Schengen
membership, which together with the still insufficient knowledge about
the coverage of the Schengen Agreement and its potential implications
as well as the rising concerns for the security threats that it might impose,
can put at risk the positive image of the European Union in both countries
and can undermine its perception there as an external center of control. On
the one hand side this might open the door to Eurosceptic attitudes that, if
getting stronger than expected for the time being, can on the other impact
on the leverage the European Union has at present to influence political
elites in both countries for the benefit of its credibility and for the benefit
of all European citizens, including Bulgarians and Romanians.
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1. Introduction
The recent global economic and financial crisis that emerged in 20072008 influenced significantly the development of the European Union and
the shape of its policies and initiatives. The consequences of that crisis will
have also implications for Europe in the future. They will continue to bring
new economic, fiscal and financial challenges for the EU Member States.
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However, they will also give new opportunities and perspectives for developing and modernising the EU economy and architecture.
The global economic and financial crisis did not come alone in the recent
years. This crisis was followed by debt crisis in several Member States of
the EU, significant economic recession and high budget deficits through
out of the EU, instability and lack of confidence in the financial sector, etc.
Although these crises have direct and complementary effect to the global
economic and financial crisis, there are other crises that hit the EU, that have
also economic and financial implications, but that emerged due to different
reasons and various global or regional problems. Among them, perhaps the
most important one is the refugee crisis that has not only economic and
financial implications, but many other effects that divide the EU society.
The positive vote for Brexit in the United Kingdom on 23 June 2016 also
creates negative spill-over effects.
All these crises and problems make the EU future quite unclear. However,
they also provide more incentives for the European Union to reconsider its
strategic policies and objectives as well as to undertake measures in order
to become more competitive and successful in the global scene.
This paper is structured as follows. In the next section we provide some
information about the recent crises that affected the EU and the main
EU responses on building different unions and strategies. In the section
afterwards we provide brief overview of the main policy reforms in the
area of the Economic and Monetary Union of the EU. The following section
mentions some of the main scenarios for the future economic and financial
development of the EU. The last section concludes.
2. Too many crises, too many unions
It is hard to mention and highlight one crisis that influenced the EU
in the recent years. In fact, the European Union was affected by series of
crises, the majority of them having serious and profound economic and
financial implications for the Union. However, it is clear that the major
and triggering crisis was the global economic and financial crisis that
erupted in the period 2007-2008. The EU economies experienced before
that crisis sustainable economic growth that intensified economic activities and seduced many stakeholders to undertake more risky investments
and activities, thus creating some investment and economic bubbles
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just before the crisis, such as the bubbles in the construction sector and
mortgage loans. These bubbles made the global crises much more severe
and profound.
There were many serious consequences for the European Union that
were directly affected by the global economic and financial crisis from
2007-2008. One of the main consequences was the significant economic
recession in 2008 and 2009 in all EU Member States. Some EU Member
States has a contraction of their GDP of more than 10% and some countries
registered a contraction of their GDP of more than 20% comparing to the
pre-crises figures. That is why this crisis is very often referred as the “Great
Recession” making recourse to the serious decrease of GDP in the EU and
other globally developed economies.
The contraction of the GDP was not the only important consequence
due to the crisis that started in 2007-2008. The fall in economic activities
caused also significant rise in the unemployment levels in the EU Member
States. It has led to the closure of many companies and some sectors suffered substantially from the economic slow-down. These developments
intensified also the social tensions in the society. The social tensions in the
EU Member States were increased further by the refugee crisis and the lack
of common and effective decision on EU level how to tackle that crisis too.
The government finances in the EU experience serious challenges since
the start of the global economic and financial crisis. They have some
problems even before the start of that crisis and the latter just make
things even worse. The debt crisis has hit seriously the whole economy
of many EU Member States. The debt burden even blocked the economic
developments of these countries for years to come. The most severe situation is that of Greece that has reached government debt to GPD ratio
of close to 180%. This significant rise in the government debt of Greece
occurred even though the creditors have made substantial efforts to
calm down the situation and even though the country has made some
efforts to reform its economy. These reforms were accompanied by large
and sometimes almost violent protests of Greek citizens, civil servants or
workers that disagree with the proposed reforms. Although the EU and the
other international donors have invested many efforts and have granted
new credits to Greece, the probability of default of that Member State
is still not over. During the pic of the crisis there were even some voices
for the need of Grexit, i.e. the opportunity Greece to leave the Euro area.
89

Hopefully, this worse-case scenario did not happen but the major debt
problems of Greece are not resolved.

further the consumer confidence in the area of financial services and financial markets.

Greece is not the only EU Member State with very high level of government debt to GDP ratio. Portugal, Italy, Ireland, Cyprus and Belgium also
have government debt to GDP ratio that is higher than 100%. The situation
in many other Member States like Spain and France is also serious and these
countries have close to 100% ratio, quite above the Maastricht convergence
criteria of 60% that is used as entry test for accession to the Euro area.

The refugee crisis and the positive vote for Brexit in the United Kingdom
have further aggravated the economic and financial situation in the EU.
They bring also uncertainties for the development of the European Union
in the years to come.

Another important criterion in terms of fiscal policy is the ratio of budget
deficit to GDP. The Maastricht convergence criterion is 3% budget deficit.
After the eruption of the global economic and financial crisis the majority
of the EU Member States did not reached the convergence level of that
criterion and registered for several years quite high level of budget deficit.
In 2010 Ireland registered even the “unthinkable” level of 32.3 % budget
deficit to GDP ratio. A major reason for that level of deficit was the Irish
policy of providing substantial state aids to all problematic banks in the
country.
The financial crisis and in particular the banking crisis were among the
most important and serious crisis that affected the EU in the recent years.
The banking and the government debt (fiscal crisis) are interlinked and they
create mutual spill-over effect. The problems in the government finances
such as the decrease of the prices of the government debt securities (even
the probability of default in some cases), the significant rise of budget
deficits, the decrease in ratings provided by the Credit rating agencies, the
recession and slow down of the national economy leading to the increase
of non-performing loans, etc. – they intensified the problems in the banking sector and the soundness of the financial system. The financial losses
and the probability of insolvency in banks and other financial institutions,
coupled with the problem of “too big to fail” for the banks with significant
influence on the soundness of the financial system, they have influenced
the governments to provide substantial subsidies and state aids to the
banks further aggravating the fiscal situation and the indebtedness of the
national budgets in the EU.
The capital markets in the EU also have incurred significant losses and
have lost further their importance as financial intermediary for the real
economy. The banking crisis and the losses in the capital markets decreased
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The European Union has responded to these crises by establishing more
deep integration among the Member States. It decided to add to the existing unions some more unions within the EU.
The Customs Union in the EU exists since mid-1968 and it is a cornerstone
for the development of the EU Internal Market – an important and basic
achievement of the European integration. After creating and modernising
common EU policies in almost every single economic policy field (such as
agriculture, trade, competition, transport, energy, consumer protection,
fisheries, etc.), the EU decided to establish also a single currency for the
majority of its Member States, thus creating an Economic and Monetary
Union. Although the Monetary Union is finalised to a great extent with the
leading role of the European Central Bank, the Economic Union is still not
achieved even among the Member States of the Euro area.
Therefore, in order to overcome the effects of the global crisis at European
Union level, the EU decided to develop further some unions, like the
Economic Union, the Fiscal Union, the Financial Union (including Banking
Union and Capital Markets Union) and even a Political Union, all of them
aiming at completing the building of the Economic and Monetary Union
and at strengthening the single currency. These reforms will be analysed
in more details in the next section.
The European Union has started to build also some other unions that
aim to further develop its structure and economy. One of these unions is
the Energy Union that shall ensure that Europe has secure, affordable and
climate-friendly energy. The idea is a wiser energy to be used while fighting climate change, creating new jobs and growth as well as an investment
climate in the EU.44
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For more information, see the following website of the European Commission for the Energy
Union and for the climate change - https://ec.europa.eu/priorities/energy-union-and-climate_en. The
development of the Energy Union is closely monitored, see for example: European Commission (2015),
“State of the Energy Union 2015” Communication from the Commission to the European Parliament,
the Council, the Economic and Social Committee, the Committee of the Regions and the European
Investment Bank, COM/2015/0572 final, Brussels, Belgium.
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Another sector union is the establishment of the Single Digital Market.
As admitted by the European Commission, Europeans often face barriers
when using online tools and services, even though the EU has spent decades
bringing down those barriers “offline”. The European Commission recognised
that the fragmentation and barriers that do not exist in the physical “offline”
single market are holding the EU back in the digital area. However, in a
Digital Single Market, there are fewer barriers, and more opportunities: it is
a seamless area where people and business can trade, innovate and interact
legally, safely, securely, and at an affordable cost, making their lives easier. 45

the EMU as well as some further documents in form of draft decisions and
other communications that outline in details the majority of the reforms
during this first stage.47 The 5 Presidents Report was preceded in the 2012
by other strategic documents that aimed to describe the measures and actions that shall be undertaken by the European Union institutions in order
to complete the Economic and Monetary Union.48

Is it possible too many crises to be overcome by too many unions at EU
level? That is a difficult question and only the future may respond more
clearly to this interdisciplinary and significant challenge.

Europe’s Economic and Monetary Union (EMU) today is like a house that
was built over decades but only partially finished. When the storm hit, its walls
and roof had to be stabilised quickly. It is now high time to reinforce its foundations and turn it into what EMU was meant to be: a place of prosperity based
on balanced economic growth and price stability, a competitive social market
economy, aiming at full employment and social progress. To achieve this, we
will need to take further steps to complete EMU.

3. Strategies and plans for the deepening of the EMU
The Member States of the EU have often responded in the last decades to
different crisis by “more Europe”, meaning deeper integration among them
in order to resolve existing problems and challenges. The same answer was
given after the recent global economic and financial crisis that started in
2007-2008. The main strategy in the EU in order to minimise the negative
effects of the crisis and to prevent to the maximum extent future crisis is
the strategy for the completion of the Economic and Monetary Union.
The completion of the Economic and Monetary Union was reinforced by
the 5 Presidents Report that was issued in June 2015. This is a report that
was published by the President of the European Commission in close cooperation with the President of the European Council, the President of the
Eurogroup, the President of the European Central Bank and the President
of the European Parliament.46 This is a strategy policy report of the 5
Presidents that outline the reforms and measures that shall be undertaken
at EU level in order to achieve a genuine Economic and Monetary Union
by 2025. These initiatives shall be executed in several stages, the first one
ending by mid-2017. In October 2015 the European Commission has issued
a Communication stipulating the steps during this first stage of completing
������������������������������������������������������������������������������������������������������
For more information in relation to the development of the Single Digital Market, see the following
website of the European Commission: http://ec.europa.eu/priorities/digital-single-market_en
46 European
�������������������������������������������������������������������������������������������
Commission (2015), “Completing Europe’s Economic and Monetary Union”, a report by
Jean-Claude Junker in collaboration with Donald Tusk, Jeroen Dijsselbloem, Mario Draghi and Martin
Schulz, June 2015.
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We will quote some explanations from the introduction in the report that
illustrate clearly the idea behind the need of completion of the Economic
and Monetary Union:

The euro is more than just a currency. It is a political and economic project.49
The aim is to finish the house (the European Union) in order to make it
more sound and safe even in from of future crises and challenges (storms
and winds). As it was explained, the idea is this strategy to be accomplished
during several stages until 2025, namely:
zz Stage 1 or “Deepening by Doing” (1 July 2015 - 30 June 2017). The
idea is that existing instruments and the current Treaties shall be used
in order to boost competitiveness and structural convergence, achieving responsible fiscal policies at national and euro area level, completing the Financial Union as well enhancing democratic accountability.
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See:
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European Commission (2015), “Steps towards Completing the Economic and Monetary Union”,
Communication from the Commission to the European Parliament, the Council and the European
Central Bank, COM/2015/0600 final, Brussels, Belgium, 21 October 2015. For further information, see
also European Commission (2015), “Completing Europe’s Economic and Monetary Union” Commission
takes concrete steps to strengthen EMU”, Press Release, Brussels, 21 October 2015.
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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, as well as: European Commission (2012), “A Blueprint for a Deep and Genuine Economic and
Monetary Union. Launching the European Debate”, Communication of the European Commission,
COM(2012), 777/2, Brussels, 30.11.2012.
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Commission (2015), “Completing Europe’s Economic and Monetary Union”, a report by
Jean-Claude Junker in collaboration with Donald Tusk, Jeroen Dijsselbloem, Mario Draghi and Martin
Schulz, June 2015., p.4.
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zz Stage 2, or “completing EMU” (30 June 2017 – 2025). During this
Stage 2 some Treaty changes may be also introduced. Stage shall
provide for more far-reaching actions that will be launched to make
the convergence process more binding, through for example a set of
commonly agreed benchmarks for convergence which would be of
legal nature, as well as a euro area treasury.
zz Final Stage (at the latest by 2025). The strategy is that once all the
steps are fully in place, a deep and genuine EMU would provide a
stable and prosperous place for all citizens of the EU Member States
that share the single currency, attractive for other EU Member States
to join if they are ready to do so.50
The main pillars of these reforms are the building up of genuine Economic
Union, Financial Union, Fiscal and Political Union. The accomplishment of
these pillars will achieve a genuine and fairer Economic and Monetary Union.
One of the main pillars of this reform strategy is namely the establishment
of a genuine Economic Union that enables to ensure that each economy
has the structural features to prosper within the Monetary Union. One of
the measures to achieve genuine Economic Union is the idea to establish
a Euro area system of Competitiveness Authorities – creation by each Euro
area Member State of a national body in charge of tracking performance and
policies in the field of competitiveness. This idea is not warmly welcomed
by all Member States as it question how new administrative institutions
and costs may bring more competitiveness for the economy. Another
measure for enforcing the Economic Union is making the Macroeconomic
Imbalance Procedure stronger and more effective. This procedure is part of
the European Semester – the annual cycle of reporting and surveillance of
EU and national economic policies. Other measures in the area of building
genuine Economic Union are the stronger focus on employment and social
performance as well as the stronger coordination of economic policies. A
long term measure in that area will be the formalisation of the convergence
process among Euro area economies.
A second pillar for completing the EMU is the developing of a Financial
Union that guarantees the integrity of the single currency and increases
the risk-sharing with the private sector. The main reform in that area is
the establishment of the Banking Union. Part of the Banking Union is the
�����������������������������������������������������������������������������������������������������
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See: European Commission (2015), “�����������������������������������������������������������������
Five Presidents’ Report sets out plan for strengthening Europe’s
Economic and Monetary Union as of 1 July 2015”, Press Release, 22 June 2015.
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establishment of the Single Supervisory Mechanism – the new functions
of the European Central Bank to supervise the banking sector in the Euro
area with a special focus to the systemically important banks. Other elements of the development of the Banking Union are the creation of Single
Resolution Mechanism, further harmonisation of the nation rules on deposit
guarantee schemes with the possible future establishment of Single Deposit
Guarantee Fund as well as the development of the Single Rulebook that
provides the detailed rules for the execution of banking activities not only
in the Euro area but in the whole EU. The participation in the Banking Union
is obligatory for the Euro area Member States. For the Member States that
currently did not adopted the euro, there is an opportunity to participate
in the Banking Union through the mechanism of close cooperation with
the European Central Bank.51 In addition to the Banking Union, the EU has
started to establish also the Capital Markets Union that aim to develop the
capital markets trough out the whole European Union.52 However, banking services and capital markets do not constitute all the financial services
and in order to achieve a genuine Financial Union other measures shall be
also undertaken in the areas of insurance companies, pension funds, etc.
Elaborating a Fiscal Union that delivers both fiscal sustainability and
fiscal stabilisation is another pillar of establishing a genuine Economic and
Monetary Union. The aim is in short term to strengthen responsible budgetary policies and in the long term to create a fiscal stabilisation function
for the Euro area. The building up of a Fiscal Union may need even more
ambitious measures such as the establishment of a Common Treasury for
the Euro area, common treasury bills within the single currency area, etc.
However, these measures are linked with the provision of more sovereignty
in such a delicate field as the national fiscal policy which is not very likely
to occur in the near future.
Aiming to achieve a Political Union is the possible ultimate goal of
the European institutions. It shall provide the foundation for all the other
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The
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launch of the Banking Union may be analysed by the following document: European
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Commission
(2012), A Roadmap towards a Banking Union, Communication from the Commission to the European
Parliament and the Council, COM(2012) 510 final, Brussels, 12.09.2012. In order to analyse the recent
trends in the development of the Banking Union, see European Commission (2015), “Towards the
completion of the Banking Union”, Communication from the Commission to the European Parliament, the
Council, the European Central Bank, the European Economic and Social Committee and the Committee
of the Regions, COM/2015/0587 final, Brussels, Belgium, 24.11.2015.
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The start of the reforms leading to the establishment of the Capital Markets Union was provided by
the following document: European Commission (2015), “Green Paper: Building Capital Markets Union”,
COM(2015) 63 final, Brussels, 18.02.2015
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unions through genuine democratic accountability, legitimacy and institutional strengthening. The accountability shall be reinforced towards both
the European Parliament and the national parliaments. There shall be also
consolidation of the external representation of the euro on the international
scene. Another measure shall be the integration of all the intergovernmental
solutions in the EMU area under the EU Treaties and EU legal framework.
After the presentation of the recent strategies, policy actions and measures that are planned in the area of completing the Economic and Monetary
Union, we shall also list some of the most probable scenarios for the future
economic and financial development.
4. Scenarios for the future economic and financial development of
the EU
There are different scenarios for the future of European Union, including
for its economic and financial development. Among the more widely spread
scenarios, there are four scenarios that are usually more frequently discussed
in the academia and sometimes even in political debates. These scenarios
are: status-quo, spill over, spill back and re-invented European Union.
The status-quo scenario is characterised with a situation where there
are no major changes in the European Union architecture and in the distribution of powers and competences between the EU and its Member
States. Under this scenario there is a relatively stable equilibrium with
some minor modifications in the respective policies and common action
at EU level. At the same time, there are no serious tensions and tendencies
for disintegration. The main objective is the European Union to be further
stabilised before any future enlargement to take place. The reforms in the
completion of the Economic and Monetary Union may continue at a slow
speed in order to accomplish step by step the proposed modifications
without taking decisive steps towards complete fiscal and economic union.
The Brexit will not happen too fast and the United Kingdom will achieve at
least a status preserving its membership in the European Economic Area,
therefore continuing to be part of the EU Internal Market without the right
to vote for future legal amendments in that area.
The spill-over scenario is an example of a situation already discussed in
this paper – where the crises in the EU lead the Union to more integration
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and to “more Europe”. Under this scenario, the institutional and legislative
reform in the European Union is further enhanced and developed. There
is a substantial deepening of the European integration process coupled
with intensification of the enlargement talks and the accession of new EU
Member States, especially from the countries from the Western Balkans. At
the same time, new aspects and new economic policies will be moved to
the supranational EU level. The coordination of the national economic policies will be modified to an example of common economic policy at least at
Euro area level. European Union Member States will accept to share more
sovereignty in various fields.
The third scenario is the spill-back scenario. Under this scenario there
will be some minor or more substantial retreats from the current achievements at the European Union level. The basic Treaties will be amended in
order to redistribute the competences between the EU and its Member
States, giving more functions and powers to take decisions at national level.
More decisions at EU level will be taken with unanimity and fewer decisions
will be voted by qualified majority voting. The integration process will be
replaced by more vague forms of cooperation among the Member States.
The EU will go back and will be integrated around a free trade area rather
that around an Euro area with a strong Economic and Monetary Union. The
reforms for achieving genuine Economic and Monetary Union will stop and
they will be even reversed with returning many decisions at national level.
Under this scenario, the Brexit may be followed by other “exits”.
The fourth probable scenario is the re-invented European Union. Under
this scenario the “core” Member States will continue to deepen slowly the
integration between them and the other “willing” or “able” Member States
may join at a later stage. At the same time, this scenario may be represented
via the idea of “variable geometry” – where a network of parallel groups
of Member States exists. These parallel groups will pursue sector integration in different policy areas. Under this scenario further deepening and
widening is not excluded. However, it will be difficult all the new areas of
integration to be valid for the whole EU and they will be rather applied by
different group of countries.53
It is interesting that these scenarios are discussed for more than a decade, even before the start of the global economic and financial crisis from
��������������������������������������������������������������������������������������������������������
For
������������������������������������������������������������������������������������������������������
more information in relation to these four scenarios, see: A. Faber and W. Wessels (2005), “Wider
Europe, Deeper Integration?”, a common theoretical and methodological framework for EU-CONSENT,
paper for the Kick-off Meeting, 18 November 2005, Brussels.
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2007-2008. However, these scenarios are quite relevant even today. It is
difficult to predict which scenario will be developed and realised in the
future. More likely it will be a scenario that is a combination of these scenarios and options.
5. Conclusions
The European Union has experienced series of crises in the recent years,
the most difficult one being the economic and financial crisis that was initiated in 2007-2008. This crisis was linked to other crises like the debt crisis,
the financial crisis, the crisis of confidence, etc. Other crisis like the refugee
crisis and the positive vote for Brexit also hit the European Union.
The answer of the European Union at this stage is in building new unions
and deepening further the integration between the EU Member States.
However, in order to achieve a genuine and fairer Economic and Monetary
Union, in order to build Economic, Financial, Fiscal and Political Unions,
there are many reforms and steps to be undertaken.
There are also many possible scenarios for the future development of
the EU. Among the most frequently discussed scenarios are: status-quo,
spill-over, spill back and re-invented European Union. These are not the only
possible scenarios and the real development of the EU may be a combination of them plus other specific characteristics.
All these scenarios may happen in the near future. However, the author of
this paper hopes that the future of Europe and the future of the European
Union will lead to more integration, that the challenges will be transformed
in reforms, that deepening and enlargement of the EU will continue to
happen at the same time.
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We shall not forget that the European Union helped us to achieve a
peaceful European continent after the Second World War. However, with
the notable exception of ex-Yugoslavia. We shall also not forget that the
recent wars and conflicts in the Western Balkans in the 90s of the XX century
happened just because of the disintegration of Yugoslavia. Therefore, the
author believe that it is better to vote for more integration, even though
sometimes it is more difficult to find common decisions and answers to difficult and complex challenges. It is more difficult but it is more promising too.
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The current crisis in the energy sector of Bulgaria is structural and this is a
result of gradual accumulation of systemic imbalances in the type of power
plants and the dynamics of energy consumption in the country. These imbalances are present not only in the production and consumption of electricity,
but also in natural gas and liquid fuels, which are of strategic importance to
the economy and national security. The energy crisis can be overcome only
by coordinated and clearly defined institutional reforms to enable and create
the necessary environment for significant private investment in the sector
toward technological upgrading and its transformation into a sustainable
foundation for accelerated development of the whole economy.
Problems of Energy Sector
Inadequate today’s economy technological structure of the electricity
sector
Our electricity system was built more than 40 years ago in a completely
different socio-political environment, with completely different economic
goals and objectives. Bulgarian economy in those days worked around several large industrial complexes and the architecture of our energy system
has been developed about the functioning of these industrial complexes.
This means the presence of very large base generating capacity centered
on regions with industrial users. This implies, in turn, the construction of
large high-voltage transmission system (energy ring), in which is carried
the bulk of the electricity produced and fed to the distributors and large
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users. Nowadays, most of these industrial complexes are gone. This is not
only a consequence of short-sighted, wrong or downright incompetent
management, but mostly from the realities of today’s global economy - the
free movement of goods and capital worldwide immediately expose the
weaknesses of some of our industrial complexes and logically their inefficiency led to suspension of their work.
On the other hand, the very industrial production becomes more energy
efficient, which also affects the total load on the system. Along with the
removal of large industrial consumers of base load power, the type and
structure of electricity consumption also undergone significant changes.
We have increase in the share of final consumption, which has a strong dynamics within the day. This led to an increase in the differences between the
minimums and maximums of the loads, which on one hand is an indicator of
excess base load power, while the other speaks of a shortage of peak power.
In inadequacy of today’s economic realities and unstable electricity system, too many new renewable energy facilities have been introduced for
political reasons. Their intrinsic unstable and unpredictable exploitation,
combined with unfavourable contractual obligations, further destabilized
the electricity system and deepened its problems.

Meanwhile, the supply of natural gas is almost entirely dependent on
imports of raw materials from Russia, which determines the high prices and
the strategic dependence of our economy from external interests, forces
and processes. Several governments in turn did nothing to overcome this
dependence and their efforts showed as inefficient and marked by strong
public suspicions of corruption.
Supply and production of liquid fuels as chronic ailment of the economy
Along with natural gas, the supply of petroleum products is the main
reason for maintaining the chronic deficit in the balance of payments of the
country. The amount of net annual deficit is about 8 billion Levs due entirely
to our dependence on imported liquid primary energy. This deficit is larger
than the annual budgets of pension and health care systems combined.
Dependence on imported petroleum products dooms economy to be
exposed to fluctuations on world markets at price levels that significantly
exceed the real incomes of Bulgarian citizens.

The connectivity of our electricity system with neighbouring operators is
also built on the logic of yesterday. This logic is based on the assumption that
our country will always be a net exporter of electricity and our neighbours
will rely on us. Still the import of electricity is a taboo. The idea to have an
energy hub in the Balkans, however, requires the maintenance of a large
cold reserve capacity that covers both our needs and those of the countries
to which we export, which as it turns out today is an increasing social cost.

Attempts to address these fundamental structural problems of the
Bulgarian energy sector in terms of legislative institutionalized state monopolies and regulated prices are not effective and let to accumulation of
enormous debts. Any decision of the regulator on prices in the sector, any
lawsuits against unfavourable contracts, any orders of the Transmission
System Operator cannot overcome the structural imbalances in our energy
system. This will increase the risk of system failures. At the same time, the
desire of foreign investors to develop new industries in our country will
decrease.

The crisis in the gas sector

Program for Institutional Reform

Yesterday structure of our economy has modelled and the natural gas
system. It was also built around large industrial users, which led to underdevelopment of domestic gas consumption and hence to the creation today
of a side pressure on the power system due to increased consumption of
electricity for domestic use and chronic problems of urban district heating.
In other words, electricity and gas system are interconnected in a way that
deepens the social costs of their operation.

It is necessary to undertake large-scale investment program in energy
sector to overcome the structural imbalances and to build new, adequate
to modern economy generation capacity. This investment program must
be based on deep institutional reform in the sector.
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New energy strategy of the country
Bulgaria’s energy sector is in crisis and one of the reasons is the lack of
clear and consistent management vision for the development of the sector.
For the past 15 years, the country had three different strategies and common between them is that all three were abandoned too soon after their
adoption as official documents. What caused this?
Above all, existing strategies were designed mostly as a political program of ruling parties in the energy sector. Inevitably, after a change of the
political power, the current energy strategy was also changed. The lack of
continuity can be explained by the fact that the principles of these strategies were more cyclical, driven by private economic and political interests
rather than consensus arising from the real problems and needs of the
industry in the long scale.
Secondly, it should be noted the unfavourable legacy in the management
culture, which logically led to the preservation and reproduction of the
command-administrative methods and views on the management of the
sector. This affected not only operational decisions to cope with the current
problems, but the lack of vision for long-term reform and development.
Third is the misunderstanding of what actually constitutes an energy
strategy. An assumption exists that this is a kind of compendium of current
problems in the sector and operational decisions at short scale. There is not
an understanding that the strategy should be a common framework and
institutional instruments that would facilitate making the right operational
decisions far ahead in time, regardless of the current political and economic
situation.
Another major problem is the weak definition of short- and medium-term
trends in the sector. On one hand, official statistics in our country do not have
the necessary scope and detail. On other hand, there is no expertise that can
critically interpret data from foreign governmental and nongovernmental
institutions. There is no systematically developed methodology for analysis
of the trends in the sector. This often leads to uncritically accepted foreign
general visions for the future development of energy sector at worldwide
level, which in many cases are not relevant for our country.
The lack of understanding that energy sector is foundation of the national
economy and its development directly influences the development of the
country. How to manage the industry is particularly important in attracting
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foreign investment. Not paying attention to that dominant command-administrative approach suggests uncertainty in strategic investors. At the same
time, it is disregarded that in the free market the problems in the energy sector
could become a public burden in the development of the entire economy.
Finally yet importantly, in previous strategies, energy system has traditionally been burdened with non-typical functions - be it social or political.
This inevitably leads to imbalances and crises, such as we see now.
A new all energy strategy of the country must indicate:
zz Consensus over strategy targets for the development of the energy
system of Bulgaria
zz Resources for implementation of system goals
zz Procedures and methods of analysis of the industry
zz Total industry analysis
zz Potential investment projects of national importance
zz A new regulatory body
It is assumed that the system targets defined in the national energy
strategy will be relevant for long period ahead. It is therefore important to
define the role and functions of the regulatory body to serve as the primary
means of achieving the strategic objectives, regardless of the current political, social and economic conditions.
Structure of the Energy Regulator
We propose creation of a Public Council formed by the major producers
and consumers of energy, technological and commercial intermediaries,
consumer organizations and professional associations. Main function of the
Public Council will be the election and dismissal of Management Board, the
composition of Expert and Licensing Committees and voting the budget of
the Energy Regulator, which would be formed from collection of licenses
and fees. The main governing structures of the Energy Regulator would be:
zz Management Board, which alongside regular members elected by the
Public Council, would be attended by a representative designated by
the Government. Main function of the Board is operational control
over the work of the Expert and Licensing Committees, adoption of
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the annual report on the implementation of the objectives set out in
the Energy Strategy, and the issue of price regulation in areas where
due to economic or technological circumstances have sole supplier
of energy resources or services.
zz Expert Committee consisting of specialists in the various energy
sectors whose primary function would be collection and analysis of
information on current issues, terms, technologies and opportunities
for energy development, according to long-term objectives set out in
the Energy Strategy.

Conclusion
The institutional reform of energy sector should have a profound effect on
the Bulgarian economy, creating the necessary security of supplies, robustness of energy infrastructure, and economic effectiveness. The scale of this
reform requires political and social consensus, and broad understanding
of the role of energy sector in the accelerated development of the country.
The proposed institutional framework of the sector should help not only to
overcome the deficiencies of the past, but to secure long-term sustainable
development as well as predictable and attractive investment environment.

zz Licensing Committee to prepare legislation in the energy sector, to
issue licenses and to conduct operational control over compliance
with the Regulator.
Because of technological interconnectedness of many of the energy subsectors and between them and other sectors of the economy, especially
those that are resource-oriented, it is good to have expanded jurisdiction
of the Energy Regulator. It should include besides electrical energy and gas
sector, but also and extraction, production and consumption of liquid fuels,
as well as water and forest resources.
It is particularly important to emphasize the political independence of the
energy regulator. This is achieved through the procedures of election of its
governing structures and sources of financing of its activities. In both cases,
the role of state authorities can only be consultative and complementary
to the self-governing Public Council set by the law.
Free market
Main objective of institutional reform in the energy sector is rapid introduction of principles and mechanisms of the free market as the main mode
of interaction between producers and consumers of energy of all kinds. For
this purpose, it is necessary:
zz To remove all legislatively appointed exclusive monopolies in the
energy sector: public providers and network operators. The market
should decide which natural monopolies are, and which are not.
zz To remove any regulated prices than those for access, transmission
and distribution, where it operates more than one operator.
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CHAPTER III

PROMOTING GROWTH
AND ENTREPRENEURSHIP:
CATCHING-UP,
COMPETITIVENESS AND
INNOVATIONS
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This is the fifth edition of the Catch-Up Index and it registers the situation
as of 2015. The timespan provides the opportunity to trace longer-term
trends by comparing results to the previous four editions. The countries
included in the index are the 28 EU Member States, the candidate and
potential candidate countries. In the report, these are designated as the
EU10+1 group – these are the ten EU Member States from the fifth wave of
EU enlargement in 2004 and 2007 as well as Croatia, which joined in 2013.
Until recently referred to as the “new” Member States, these countries used
to share experience of the post-communist transition, then the EU accession
process and the adjustment to the EU after the accession. The reference
group, which sets the benchmark for achievement, is the EU15+2 or the
“Western”, “old” EU Member States plus Malta and Cyprus.
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The five-year trend of the Catch-Up Index 2011-2015 registers that the
catching-up of the EU10+1 is working, as countries progress towards the
desired goals. But there is also regress and stagnation, as some countries
either fail to develop or backtrack on their achievements. The Catch-Up
index main results can be summarized in several main points.
Quality of Life with public services remains the most problematic area of
convergence. As it is directly affecting the citizens, the frustrations might
be projected onto the EU and membership. Significant divergences in
economy, quality of life, democracy or governance add up or translate into
policy differences between the EU countries, diminish internal cohesion and
impact solidarity in the EU. Europe cannot afford this any longer. Economy
is the least problematic area of the catching-up, while performance in
Democracy and Governance varies.
There seem to be geographic patterns of convergence and divergence
in Europe with clusters of countries with similar characteristics. A diagonal
line of division has been created by the gradual shift from East-West to a
North-South rift in Europe, as the Northwest clusters are opposite to the
Southeast ones.
To prevent this, convergence in the EU through the catching-up process
should be accelerated. It is essential to regard the convergence process as
encompassing not only the economy, but also democracy, good governance, quality of life, as they seem to be closely related in the European
model of development.
Success in catching up is paramount for the legitimacy of the EU project,
as citizens expect the EU membership to bring about the desired levels of
development, public services or good governance commensurate with
those of the wealthier and more developed states. Even in cases of agreement on common policies among EU members, differences in capacity may
erode the implementation of policies.

The Catching-Up and the European Project
There are currently two burning questions concerning the essence of the
EU as a project. Firstly, is the EU failing to deliver and therefore responsible
for an array of problems? Secondly, is democracy or the European-style
governance responsible for failure in economy or quality of life?
The Catch-Up Index in its own, though limited, right suggests that the
answer tends to be “no” and “no”. With regard to the EU role, the index suggests that the catching-up for the EU10+1 is real and happening. This is the
single group of states that is progressing, while the candidate countries have
generally stagnated and the EU15+2 countries’ records vary significantly.
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Convergence may be slower, not as successful as expected and economic
growth may be largely due to the Cohesion funds.
With regard to the second question, there seems to be a strong link
between performances in different categories. This is good in case the
country has a strong democracy or governance record as it would certainly
have high economic results and vice versa. But in case of poor results, the
performance gaps tend to be projected on other factors, e.g. democracy
is blamed for poor governance and economy. In reality, it would rather be
democracy deficits that are in interplay with poor economy or governance.
The Changes in the Scores Indicate Trends in Europe
The Overall Score is the composite score of the four categories in the
index – Economy, Quality of Life, Democracy and Governance. There are
two perspectives at reading the results. The first one is to see the general
direction the countries are moving, whether they are improving their performance or not. The second one is to assess the countries by the scores
(lowest is 0 and highest is 100) and their place in the ranking (1st place is
the highest and 35th is the lowest).
The group of EU10+1 Member States is the only one that registers
progress over a five-year period. Seven of the countries of the EU10+1
demonstrate marked improvement year after year, one country stagnation
and three countries show hesitant development. The candidate countries
as a whole demonstrate stagnation with only a couple of them showing
some positive development.
The progress of the EU10+1 in Economy presents a positive narrative for
the catch-up process and the EU as a whole: with the exception of Croatia
and Slovenia, which register slowdown, and to a lesser extend Bulgaria and
the Czech Republic, all the other countries register improvement in ranks
and scores. The other two groups – the EU15+2 and the candidate countries
show mixed results with stagnation or regress. The damage caused by the
economic crisis is especially visible in Cyprus and Greece, where the very
abrupt fall has ended. Ireland registers continuous improvement, also seen
in a more modest form in Portugal and Spain.
Democracy is another area where a group of EU10+1 countries steadily
advance (the most recent setbacks in democracy such as Poland are yet
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to be registered and assessed). Estonia deserves a special mention, as although it now registers some deterioration in scores and ranking, it is the
best ranking EU10+1 country and 13th among all 35 countries in the index.
The glaring exception is Hungary, which has significant deterioration.
Among the non-EU countries, Serbia provides a positive example of gradual
progress. Unfortunately, the other Balkan states show the setbacks: Turkey,
BiH, Montenegro and Macedonia, though to a smaller extent.
The trends in Quality of Life show that the most dynamic countries are
among the EU10+1 group as Estonia, the Czech Republic, Romania, Poland,
Lithuania register improvement in several consecutive years. Hungary
witnesses significant decline in the ranks and scores. Among the EU15+2
countries, those hit by the economic crisis experience Quality of Life score
deterioration too, most notably Greece, which however still occupies the
middle ground and 22nd place in 2015.
The EU15+2 group governance scores deteriorate, but this should not
be that concerning, as their starting positions are very high. The majority
of the EU10+1 countries perform very well – this is the case with Estonia,
Latvia, Lithuania and Romania. It is worth noting that Hungary’s scores
deteriorate significantly.
The Clusters of the Index: Divergence and Convergence in the EU
Convergence and Divergence Dynamic
The clusters of the Catch-Up Index are an alternative perspective on multispeed Europe by showing the divergence and convergence dynamic. But
instead of being based on “political clubs” of integration - such as Schengen
or the Eurozone - the clusters show groups of countries based on the similar
characteristics of the states. This is not a matter of diversity, as too much
divergence might add up to the policy divides and the solidarity deficit
in the EU, undermining coherence and ultimately the future integration.
The clusters in the index are based on cluster analysis of the index score
of the countries, forming six clusters for each category. Each cluster thus
includes similar countries in the given category. The clusters are hierarchical
with the best scoring countries in the 1st cluster and those with the worst
scores in the 6th cluster. The proximity of the clusters is also important, as
some clusters tend be closer to each other and might form larger clusters.
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Also, the clusters often have certain geographic patterns, making the
prospect of small groups of EU members splitting from the rest – or being
split from the rest – more feasible. But this is no longer the case of flexible
cooperation in its beneficial forms, as the worst case scenario is of the
breakup of the EU in its current form by dismantling the achievements so far.
The Catch-Up Index has identified several divides in Europe based on
the findings of the Index:
zz There is still the East-West divide, but it is gradually being replaced by
a North-South divide – or rather a diagonal line running across Europe.
zz The geographic patterns of divergence, based on the index clusters,
show the existence of a vanguard and core of Europe to the North
and Northwest. The lowest scoring countries are concentrated in the
Southeast part of the continent.
zz But the countries of the in-between groups demonstrate that a country
can join a more advanced group by performing better, or adversely–
backtrack to a worse performing group.
zz The clusters show that the divides run across all four categories –
Economy, Quality of Life, Democracy and Governance – and as they
often overlap, they reinforce the existing cracks in Europe.
Superimposing the changes and clusters yields probably the most important takeaways. The changes occur mostly within two specific clusters.
These are the middle 3rd and 4th clusters, where most of the action, up or
down the ranking, takes place. The clusters follow certain geographic patters, with a shift along the North-West to South-East axis. The 3rd and 4th
clusters, where the changes occur, include CEE and South European states.
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The geographic patterns of convergence and divergence offer an opportunity for an intriguing debate. It seems that the Central European and
Baltic countries are catching up more successfully and converging with the
better performing clusters which are their close neighbors to the North and
to the West. In comparison, the worse performing “older” Member States
are moving away from the clusters they are supposed to be in. Instead, they
are getting closer or joining their neighbors’ clusters with the Balkans being
the appropriate illustration. One might also be tempted to associate these
geographic patterns to historic patterns in existence 70 or more years ago.
The Clusters by Overall Scores and Categories
In the case of the Overall Score, one can see that the first clusters are
made up nearly exclusively of the EU15+2 members. But already in the third
cluster there are four out of six in total countries from the EU15+2 group.
The candidate countries are all (save for Iceland) in the last clusters. The
gradual shift to a North-South divide is visible, which might be replacing
the East-West divide. But this is not a straight line, but rather a diagonal
across the continent.
The Scandinavian countries may be described as the vanguard, but the
core is visible too with the three biggest EU members Germany, France
and the UK. The third cluster is arranged across another diagonal line that
stretches from Estonia in the Baltics, to Poland, the Czech Republic and
Slovenia to Spain. The fourth cluster is formed again by a stretch that goes
from Portugal, Italy, Croatia, Hungary, Slovenia and the rest of the Baltics
– Lithuania and Latvia. This geographic pattern leaves the fifth and sixth
clusters in the Balkans, including Romania.
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countries are in Southeastern Europe, but there are several exceptions such
as Greece, Croatia and Montegro that fare better.

The clusters by scores in the Economy category show that there is small
vanguard, including Germany which joined this first cluster only in 2015.
The second cluster follows closely with a number of Northern and West
European countries, but Estonia of the EU10+1 group is among them.
The map of the Economy clusters shows that the first and second clusters
consist of North and Northwestern countries, followed by the third cluster
in the South, Central Europe and the Baltics. The fourth, intermediate cluster
is made up of a diverse group in Southern and Central Europe. The last two
clusters include the “wider” Balkan region.

There is a very positive perspective on the Quality of Life clusters as 21
out 35 countries are in the first two most advanced groups and there are 6
more in the third cluster. This means that the majority of European countries
enjoy quite decent level of public services, e.g. education, healthcare. The
EU10+1 countries, with the exception of Romania and Bulgaria, are better
off and closing in on the rest of the EU. The Czech Republic and Slovenia are
on a par with a number of the benchmark countries of the EU15+2 group.
There is only one country in the intermediate 4th cluster. The lower scoring
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The best of the best, the first cluster in Democracy, is a small group of
countries, followed by the larger second cluster. This one includes Estonia of
the EU10+1. The third cluster includes more countries of this group, in fact,
five of the seven countries are from CEE. Regional divisions are visible in the
Democracy clusters too. The “blue” states with higher democracy scores are
stretched to the north of the diagonal between Estonia through Poland and
Austria to Spain and Portugal. The “wider” Balkans, together with Hungary
this time, hold the last place in the democracy ranking.

The Governance clusters of the Catch-Up Index for 2015 show that the
majority of the EU15+2 countries are well-governed as they occupy the
first and second cluster. The EU10+1 countries are mostly in the third and
fourth clusters.
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The Catching-Up of the EU10+1
The Catch-Up Index was created to measure namely the catching-up of
the then-new or “young” (as opposed to “old”) member states of the EU. The
group is designated as EU10+1 in the index and includes the ten Central
and Eastern European countries of the fifth enlargement, which joined in
2004 and 2007 as well as Croatia, which joined in 2013.
The most important observations of the new Catch-Up Index is probably
that the catching-up process is working and producing results at large, despite setbacks and frustration at the backdrop of high expectations. After
five editions of the Catch-Up Index, the data shows that the EU10+1 is the
only group of countries that registers improvement over time, as candidate
countries have largely stagnated and the performance of the EU15+2 varies. However, there is still a significant divide between the EU10+1 and the
better performers of the EU15+2, as none of the CEE countries exceeds
the “average EU15+2” benchmark in the four categories and they are far
from the best performers. Reversal of achievements can be registered, as
some countries backslide in areas where they used to be among the better
scoring ones. The catching-up seems to be an equal-opportunity process,
as success is not limited to few counties only. But this underscores also
the diversity within the EU10+1 group, with some countries doing much
better than others.

total, but stays in the middle zone of the ranking with 22nd place in Quality
of Life. The catching-up in the Economy category is least problematic according to the index indicators, followed by progress in Governance and
Democracy.
In terms of the performance of the different countries, Estonia arguably
represents best the upside of the catching-up process, as it managed to
be the overall best performer in the EU10+1 group, starting from a lower
position in the first edition of the Index in 2011 and reaching 13th rank out
of 35. There is a certain geographic pattern, as fellow Baltic states Lithuania
and Latvia register improvement over the years. In comparison, Slovenia and
the Czech Republic, which previously dominated across the board, worsened their performance. Hungary has been criticized for the authoritarian
tendencies of its government, but the Index shows that Hungary regressed
not only in the Democracy ranking as expected, but also in Governance and
Quality of Life. Romania deserves a special mention as it registers improvement after shaky performance near the bottom of the ranking in previous
editions of the index. If it can keep up this positive trend, it can join the
better performers in the group.

In terms of the different categories, Quality of Life remains the most challenging category of the catching-up process, creating the most significant
gap between the EU10+1 and the EU15+2 groups. For example, the hardest
hit Greece has reached 32nd place in the Economy out of 35 countries in
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The Catching-Up by Overall Score
The Index in 2015 showed that the EU10+1 group had the largest concentration of countries that progress, i.e. these countries are catching up
with the desired levels of development of the EU15+2. Some countries
are doing it better that other, some progress more rapidly, others seem to
stagnate or even regress.
The index provides two ways of assessing a country in the catching-up
process – by its general progress or regress over the years and by its score
and position in the ranking. The frontrunners are the three Baltic countries
and Poland, demonstrating continuing advancement year after year. Estonia
is the champion again this year, as it is both continuously progressing and is
occupying the first place among its group and very enviable 13th position
among the 35 countries in the index. The Czech Republic and Slovenia are
two countries that have very high scores and positions, but there are red
flags, as Slovenia loses ground and the Czech Republic is not convincing
either in its performance.
Hungary and Slovakia have been going down the ranking, which is especially troubling for Hungary, as it had a good starting position. Bulgaria and
Romania are at the end of the row, but Romania deserves a commandment,
as it manages to show improvement in its scores and ranking, probably
signaling an upward trend for pushing up from the bottom. Croatia, the
most recent member in the group, has generally stagnated.
There are certain geographic patters, as the countries in the North – in the
Baltics - perform generally better than those in the South – in the Balkans.
However, the index shows that changes happen over time and countries can
shape their performance and Romania offers a case for cautious optimism.
The overall scores and ranking show that the countries of the EU10+1
group are already quite diverse in their performance. Their positions vary
from the very good 13th and 14th position to the 29th on a ranking scale
from 1 to 35.
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Catching-Up in Economy
The catching-up process is most successful in the Economy category and
the results of individual countries are indicative of this.
In fact, nearly all of them register very good or decent progress over the
years. Only Slovenia and Croatia register continuous drops, to a lesser extend
the Czech Republic. “Stagnation” can be registered in the case of Bulgaria
both in terms of scores and ranks and in the case of Slovakia in terms of
position, but not in scores, as they progress. There is certain North-South
division within the group, with central European countries in the center.
The index shows that there is one country that catches up with the average score of the reference group – Estonia – and there are other countries
that follow closely. Lithuania, Latvia, the Czech Republic and Slovenia have
high scores near the average and way above the minimal score. But there is
still no country that comes close to the best performers of the EU15+2 group.
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Catching-up in Quality of Life
Quality of Life is arguably the most challenging category in the catchingup process for the EU10+1 states. This poses a serious problem, as the
citizens of these countries expect improvement most of all in this area.
Frustration from insufficient catching up with the better off countries further West might be projected onto the EU membership or democracy as
the system of governance.
The Czech Republic and Slovenia stand out because of their good positions in the index – 13th and 14th out of 35 in the 2015 edition – along
with good progress by the Czech Republic. Estonia, Poland, Lithuania and
Romania are the countries that achieved most progress in the previous
four editions of the index. Stagnation is registered in Slovenia, Latvia and
Bulgaria, and Slovakia, Hungary and Croatia (to lesser extent) register
deterioration.
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Catching-Up in Democracy
Democracy in Central and Eastern Europe is one of the hotly debated
issues with concerns of backsliding in a number of countries. The index
registers both the advantages of countries advancing and the downsides
of deteriorating quality of democracy.
The Catch-Up Index 2015 registers the significant decline of Hungary
year after year both in terms of position and scores.
The problems in Poland are yet to be assessed and scored, so the index
shows that until 2015 the country was an exemplary performer with a third
place in its group and 16th among the 35 countries in the index.
Estonia and the Czech Republic show some hesitation, but they manage to keep their good positions with Estonia ranking 13th out of the all 35
countries in the index.
The end of 2015 witnessed a serious debate on the backsliding of democracy in the EU Member States in Central and Eastern Europe. The index
confirms the situation with several countries deteriorating their standing
in the index.
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Catching-Up in Governance
Governance is an area where the EU10+1 are catching up more slowly
than desired as a group. But on the level of individual Member States, there
are positive examples. Several countries attained good positions in the ranking. Despite none of the EU10+1 states is above the average of the reference
group, there are Estonia, the Czech Republic and Slovenia occupying ranks
14, 16 and 18 respectively out of 35 in the index. Poland is close to them.
The most progressing countries in the 2015 index are the three Baltic
states and Romania. Slovenia, Hungary, Bulgaria and the Czech Republic
to some extent are the countries that are backsliding and worsening their
Governance scores.
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TECHNOLOGICAL COMMERCIALIZATION & VC
CAPITAL FINANCING IN THE ICT INDUSTRY
Assoc Prof. Evgeni Evgeniev, PhD
Vice-Rector for European Projects and Further Education
VUZF University of Finance, Business and Entrepreneurship,
Sofia, Bulgaria
Dr. Evgeniev has been actively supporting the building
and promotion of Bulgaria’s Innovation Eco-System
since 2009. He is one of the authors of Bulgaria’s Smart
Specialization Strategy (3S) and Sofia’s 3S. He has been actively collaborating
with the Ministry of Education and Science of the Republic of Bulgaria as Adviser
to the Deputy Minister for Science. Dr. Evgeniev is also in charge of Sofia Tech
Park’s Academic Programs and Training as a member of the Scientific Council
- http://sofiatech.bg/en/.
Dr. Evgeniev collaborates with the European Commission, IMF, OECD, UNIDO,
and UNCTAD. As a former Private Sector Development Specialist at the Europe
and Central Asia Region of the World Bank (2007-2015), he authored over two
dozens of World Bank reports and provided advisory support in countries,
like Bulgaria, Croatia, Czech Republic, Kazakhstan and Poland, among
others. He teaches courses in Global Strategic Management, Innovation
and Entrepreneurship, Business Regulation, Global Value Chains Theory and
Practice and Korean Economic Development. He served as visiting lecturer in
2003 and 2006 at Central European University (Budapest) and at the Korean
Development Institute School of Public Policy and Management (Seoul) in Fall
2014. Dr. Evgeniev authored over 30 scientific publications in refereed journals
and published three books in the areas of industrial development, business
environment, innovation and entrepreneurship and assessment of the financial
sector. His recent academic research has focused on ICT, Pharmaceuticals,
Automobiles, Cultural and Creative Industries. He defended his PhD thesis at
Central European University in Budapest; conducted a 10-month specialization
in European Policies at the European College of Parma; and served as one-year
visiting researcher at the European University Institute in Florence before he
returned to Bulgaria in end-2006.
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Introduction
The Science, Technology and Innovation (STI) policy is of high relevance
today as a wave of policy measures have been considered by leading
country innovators in USA, Asia and Europe. Decision policy-makers talk
about innovation as if this is the most important policy intervention for
economic growth, job creation and prosperity. Often, leading scholars relate innovation and technological transfer to opportunities for improving
global competitiveness.
The topic of innovation and technological commercialization was among
hottest topics at one of the largest economic forums in Europe, held in
September 2016.54 Yet, if 10 years ago the relevant question was “How much
you export matters for your global competitiveness”, today it is believed that
it is relevant to state “How much you invest in R&D matters for your global
competitiveness”. Yet, according to a recent study by the Industrial Research
Institute (Winter 2016), it seems that Europe is far behind Asia and USA in
terms of R&D financing. Asia is the global leader with 41.8 % (China alone
invested around 20 %) of global R&D, while North America is second with
28.4 % (dominated by USA with 26.4% share of global R&D financing).
Europe takes third position in the global R&D landscape with 21 % (the
EU being the regional leader with contributions ranging between 2-3 % of
global R&D for leading European countries, like Germany, France, and the
Netherlands).
The structure of the paper is the following: firstly, the author presents an
overview of relevant concepts in Section 1 and the role of the ICT industry in
the economy, followed by Section 2, which builds upon the importance of VC
financing with a focus on ICT. Section 3 discusses a world class Technological
Commercialization Program and its potential implementation in Bulgaria.
The conclusion summarizes and provides key recommendations.
I. Conceptualization
Technological Commercialization is a fairly new topic for countries in
Eastern Europe. It is the process of transferring the research results from
education and research institutions to the private sector. In this way, the
development of products, services or technologies from the knowledge

at these institutions is enabled. Leading university performers in the
area of technological commercialization are found, for example, in the
USA (Stanford University, MIT, Harvard, Texas University), Israel (Hebrew
University, Technion, Weizmann Institute of Science), while in Europe we
could trace good examples in Germany (Max Planck Institutes, Fraunhofer
Institutes) or in the UK (Imperial College London, University of Cambridge,
ETH Zurich) and in Asia (NUS Singapore, Hanyang University in Korea, among
others). These academic environments serve as innovation hubs which
cooperate intensively with the private sector and government to generate
billions of USD annually in technology licensing fees, royalties, fees from
patents and copyright materials or scientific research output.
The role of technology transfer offices in the relationship between
academics and private sector is of crucial importance. They facilitate the
establishment of spin-offs and spin outs, which add value in the knowledgebased economies.
The process of knowledge sharing and interaction with business does
require the academic institution to provide disclosure to facilitate the information flow. Questions that may be relevant are as follows:
zz What is the purpose of the invention?
zz What are the advantages and improvements on existing methods?
zz What critical commercial problem does this solve?
zz When will this technology will be licensable? Now? Within the year?
One to five years? Greater than five years?
zz If not now, is it due to:
More

development work needed OR
No
 need yet for the technology in the market?
The transfer of knowledge and technology could be depicted as per
graph below.

54 The forum in Poland took place in Krynica on Sept.6-9. More info at: http://www.forum-ekonomiczne.
pl/26th-economic-forum-2016/?lang=en#.V9jdVfl97IU
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Figure 1:

The generations of billions of USD every year of technology transfer offices/technology licensing offices in leading universities have conveyed a
great political power within the university systems. Therefore, one would
trace their position in the hierarchy of academic institutions high and very
close to the Rector/Provost, as seen from the example of Stanford University
which is a key driver of the Silicon Valley ecosystem.

Process of transfer of knowledge
and technology

Source: Dr. Didier Kane, Consultant with the Global Technology Commercialization Program
of the University of Texas, presentation at NEXT Level event, http://nextlevel.guide/

Figure 2: Hierarchy Position at Stanford University
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The focus on the Information and Communication Technology (ICT)
industry in terms of Venture Capital (VC) Financing and technological commercialization has been extensive in the past decade.
It is no surprise that this is the case given the high return on investment
and low investor risk compared to other industries, like biotech, which
requires large investments (millions of USD) and a waiting period of 8-10
years for results to come out.
Besides high ROI, the ICT Industry does have an impact on economic
competitiveness through the connectivity infrastructure, e-government
services and innovativeness of ICT companies. They have a spill-over effect
to the rest of the economy.��������������������������������������������
For instance, a thorough study, demonstrating the benefits of broadband, was recently published by the European
Commission (EC, 2013), which shows that it does have an impact beyond
competitiveness. It lists benefits under a wide range of categories including
“community”, “crime, public safety and online government services”, “education and skills”, “employment and economy”, “environment”, “equality and
inclusion”, “finance and income”, “healthcare” and “wellbeing”. Moreover, a
World Bank study found that a 10 percentage point increase in the market
penetration of broadband services in developing countries increases the
GDP by 1.38 percentage points on average (Qiang, K. and K. Kimura, 2009).
ICT-led economic growth is what is emerging as a new debate among
scholars that discuss economic growth models (John, et. al. 2006;
Kuppusamy, et. al, 2009). This is especially relevant to developing economies. For example, Kuppusamy and Solucis (2005) and Kuppusamy and
Shanmugam (2007) examined the impact of ICT to Malaysia over the periods 1975 – 2002 and 1983 – 2004, respectively. Both studies found that ICT
investment has statistically improved Malaysia’s economic growth. Scholars
argue that this model does not replace old models of economic growth,
but it is rather complementary in nature. However, it is important to note
that the ICT industry employs also people that serve as catalyst for employment in other related industries. In addition, e-government services make
processes more accountable and transparent, especially when we consider
red tape practices and burdensome regulations for companies.
Investments in ICT and targeted public support could contribute to
increased competitiveness of the domestic economy. The ICT industry is
both a ‘market maker’ of new products and services based on innovative ICT
140

solutions, as well an ‘enabler’ helping other sectors of the economy to be
more productive, to manufacture and export products and services in the
higher value-added market segment, thus contributing to their efficiency
and competitiveness on global markets. (e.g., Nokia, Apple, Microsoft, etc.)
Investments in ICT could contribute to increased competitiveness of
the domestic economy. This is especially valid for those countries that rely
on developing more on knowledge, technology and intangible assets in
order to remain competitive at the global scale. Integration of local SMEs in
global value chains is a path to increasing their competitiveness; however,
the EC rightly observes that “SMEs in particular risk elimination from global
value chains, due to shortage of appropriate, affordable and interoperable
ICT solutions to link them with large business partners.” Moreover, EC’s DG
Enterprise and Industry points out “smart use of ICT in value chains by SMEs
is still largely underexploited”. Thus, public support to the local ICT industries, including technology extension programs and forging international
partnerships and attracting ICT-related FDI to boost local performance
and build human resources in the field of ICT-related R&D could spur the
development not only of the ICT industry, but would also contribute to
the overall competitiveness of national economies of countries aiming the
transition to knowledge-based growth.
II. ICT industry in the focus of VC Financing55
Venture Capital Funds appeared in the USA at the end of the Second
World War. They invest in growing companies with high potential and high
risk, which offer an innovative product or service that is different from the
conventional ones, available on the market. USA became a global innovation
leader in terms of VC funds and capital available. For instance, the Stanford
University, which is in the core of the Silicon Valley eco-system, registers
over 300 patents annually and produces companies, which eventually grow
global, like Google, Sun Microsystems, Silicon Graphics, Netscape, Cisco
Systems, Yahoo. Similarly, the MIT builds annually about 150 companies
and 10 % of them are directly a result of technology transfer or technological commercialization of the university. In fact, top US universities are also
among global leaders in terms of R&D financing.
��������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
The author would like to thank Svetoslav Aleksandrov and Ventsislav Vitanov (master students at
VUZF University), who prepared their master theses related to VC Financing and Lead Accelerators in
Bulgaria, which drew many of the conclusions and data for this section of the paper.
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Table 1: Top Universities by R&D Expenditures (in USD)

As we see the magnitude of university funding in USA, it is not hard to
believe that VC funding is stimulated and structured around the university
eco-system.
Given that one of the most important factors for attracting high market
share is the speed for introduction of new technologies, it is clear that the
ICT industry does play a leading role.
Most of the investments of VC funds are in companies, which fail, but,
in spite of this, the fund manager is able to double or even quadruple the
capital. Therefore, the fund manager invests in 10-12 companies at the same
time. Most VC funds have a fixed life cycle of 10 years with the option to
extend with one year or Initial Public Offering on the market and exit from
the investment (Draper, W. 2011).
The managers receive management fee to manage the fund and the
process for attracting investment may last from 6 months to several years.
It is usually the case that the fund manager prefers to exit from the investment faster than the preference of the entrepreneur (Draper, 2011). Joh
Doerr identifies five factors in new investments: a) the companies are led
by missioners; b) entrepreneurs are leaders; c) companies work in large,
fast developing companies; d) VC funds have reasonable levels of financing; e) time is the most valuable resource for the technocrats. (Finkel and
Greising, 2009)
There are usually six phases for financing, as offered by VC funds, which
correspond to the level of company development.
ūū Seed Money: financing between $ 50,000 to $ 1,000,000. It proves a
new idea, which could be offered to business-angels or small firms;
ūū Start-up: companies, which are found at a lower level of development
and they need financing for about $ 500,000 to $ 2 mln. USD, related
to marketing and product development;
ūū First tour: financing for early production and sales (between 1 mln.
USD and 10 mln. USD);

Source: Industrial Research Institute (2016,
p.13).
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ūū Second tour: turnover capital between 2 mln. USD and 20 mln. USD
for enterprises at an early stage, who sell goods and services, but are
still not on profit;
ūū Third tour: mezzanine financing, which provides funds for develop143

ment of new and profitable companies – it varies between 5 mln. USD
and 50 mln. USD;

Figure 3: VC investment between 1995 and 2014, Billion USD

ūū Fourth tour: bridge financing, which facilitates the process of initial
public offering of the company and it could be funded between 5 mln.
USD and 100 mln. USD. (see, Gompers and Lerner, 2004).
It is of particular interest to note that the role of VC funds in developing
the innovation eco-system is of huge importance. They fund small companies with great potential for growth. They develop entrepreneurship
system and move forward a mass of young people, who are creative that
generate innovative products and services that drive the changes in the
markets. The new companies that are built thanks to the VC funds generate
also qualified jobs.

In 2014, Airbnb set a record as it attracted 500 m. USD, while another company, Lyft, attracted over 200 m. USD. In December 2015, GM announced
an investment plan to fund Lyft with 500 m. USD.
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Source: National Venture Capital Association.

In 2000, the Silicon Valley was in its peak (105 b. USD worth of
investment, see Fig.3) around the Dot-Com bubble. In 2008, the eye of
the global financial crisis, there were around 260 public companies and
numerous start-ups and VC financing came to 30.3 b. USD. eBay sold a year
earlier goods for a total of 60 b. USD, which was an amount that is higher
than the GDP of 120 states in the world, including Bulgaria. In that same
year, the VC funds invested 7.6 b. USD in the Silicon Valley and 2.5 b. USD
outside of the Valley. The share of VC financing came to close to 40 % of
all financing, compared to New York where it took a share of 9 % of total
financing. Google spent over 28 b. USD in more than 160 companies since
2001 and they funded Skybox Imaging, created by four students from
Stanford University in 2009, launching the first mini satellite in the world.
The most spectacular capitalizations of risk investments (88 out of 100)
were materialized between 2007 and 2014.
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The investment exits of VC Funds between 2010 and 2015 were also
spectacular, in spite of the risky business environment and the slow revitalization of the global economy due to the impact of the global financial
crisis (see Fig.4)
Figure 4: Investment Exits of VC Funds (2010-2015)

Table 2: Number of employees in companies with innovative business
model
Company

Change

3 200

9 199

5 999

Starbucks Corporation

2 521

191 000

188 479

Staples

1 693

83 008

81 315

Whole Foods Market, Inc.

2 350

84 200

81 850
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34 600

34 462

JetBlue

4 011

15 500

11 489

Microsoft

1 153

128 000

126 847

460

106 700

106 240

Apple

1 015

92 600

91 585

Google

3 021

53 600

50 579

Intel

IPO’s continued to emerge after 2010 at a high scale, in spite of the consequences of the global financial crisis. In fact, the number of employees
in new companies with innovative business model, like Facebook, e-Bay,
Google, but also in mature companies, like Microsoft, Intel, Apple, grew
substantially after the IPO (see Table 2).

Today

Facebook

eBay

Source: National Venture Capital Association

Before the IPO

Source: National venture capital association.
III. Leading Technology Commercialization Program
The University of Texas is one of the leading US academic institutions,
which has an endowment of 25 billion USD (2nd largest after Harvard), close
to 220,000 students and 20 thousand faculty. It is ranked 28th in the world
as per The World Universities Rankings and its largest campus is UT-Austin
with 50,000 students from 126 countries. The UT Austin has USD 600 million per year in sponsored research and its Mc Combs School of Business is
ranked 7th for entrepreneurship.
The IC Institute of the University of Texas at Austin (rated in the Top 10
in entrepreneurship) has successfully deployed the Global Technology
Commercialization Program in 18 countries since 2001. This program
significantly accelerated the global commercial success of innovations in
partner countries. The Program partners with leading universities, institutes,
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technology parks, incubators and accelerators in the host country (or
region thereof), thus the UT program complements local entrepreneurship
education and technology commercialization efforts.

After 4 months, there is a selection of most prominent companies, which
undergo a phase of business development. This phase of the program, which
lasts from 8 months to 20 months, allows the selected companies to gain
access to potential clients, partners, distributors, logistics and supply chain
providers, venture capital or private equity funders, as appropriate for the
stage of maturity and needs of the company. The financial output is huge
as the program for its 15 years of operation has reached over 1 b. USD in
financial gains for the companies from contracts that have been reached
with partners from US and other parts of the world.
Between December 2015 and May 2016, Bulgarian universities, Sofia
Tech Park and other bodies had extensive interaction with the UT’s Global
Technology Commercialization Program. The idea is to build partnership
and host the Program in Bulgaria for about 100 companies in phase 1.
The government and private sector is seen as an important partner, while
VUZF University has been recognized as one of the leading institutions for
coordination of the program.
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Source: IC2 Institute, GTC Program, University of Texas, http://ic2.utexas.edu/

After a suitable number of candidate innovations have been identified by
UT’s partner organization(s) in the country, the program includes training
of the corresponding entrepreneurs on what they need to succeed in
the U.S. and other global markets. A very thorough 4 month-long multisteps selection process, in which partner organizations participate in the
decisions, leads to the identification of the top startups. UT Austin then
leverages its impressive C-level network at many companies in most sectors
of the economy to obtain business deals, contracts, technology licensing
agreements, distribution agreements, partnerships, financing, etc. for the
selected companies.

Table 3: Participating Countries and Interventions of the GTC Program (2001-2016)

The program offers different models of intervention in partnering countries as per table below.
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Conclusion
This paper looked at key concepts like technological commercialization
and related Venture Capital funding with a focus on the ICT industry to
suggest that investment in R&D and innovation activities (especially in the
ICT industry) would boost opportunities for increased global competitiveness, economic growth and job creation. In fact, policy-makers today are
using frequently in public debates these concepts but Europe turns out
to be a laggard in respect to global R&D funding when we compare with
Asia and North America. The best innovation models, primarily found in the
US context, and involving leading academic institutions, are well known
today, thanks to scholars and practitioners who study their impact. What
is needed is for politicians, especially those in developing and underdeveloped economies, to start building innovation eco-systems, involving lead
academic institutions in the local economy and from abroad, that create
opportunities for spill-over effects for the whole economy and stimulate
integration of local firms in global value chains.
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CHAPTER IV:

THE REGIONAL COOPERATION
AND THE NEW CHALLENGES
TO THE EUROPEAN
NEIGHBOURHOOD POLICY

THE VISEGRAD GROUP
AS A ROLE–MODEL FOR COOPERATION
Dušan Štrauch
Ambassador Extraordinary and Plenipotentiary of the
Czech Republic to the Republic of Bulgaria
1975 - 03/1990: Institute of Econometrics and Statistics
(INFOSTAT),
Bratislava, Slovakia (Economic models, economic
forecasts etc.)
01/04/1990: appointed by the Government as Director (Chairman) of a central
level agency – the State Material Reserves Administration - until 28/02/2005
(topic – Economic preparedness for emergencies, emergency planning and
crisis management on the national level, emergency legislation, international
cooperation in the oil and gas security – IEA, NATO, EU)
01/03/2005: joined the Ministry of Foreign Affairs, Prague
01/12/2005 - 31/10/2009: Ambassador Extraordinary and Plenipotentiary to
the Libyan Arab Jamahiriya, Tripoli
11/2009 – 01/2011: Ministry of Foreign Affairs, Prague, Department for Middle
East and North Africa, Asia/Pacific Department
29/01/2011 – 4/11/2014: Ambassador Extraordinary and Plenipotentiary to
the DPR Korea, Pyongyang
5/11/2014 - 31/12/2014: Ministry of Foreign Affairs, Prague, Asia/Pacific
Department
01/01/2015 – 16/08/2015: Ministry of Foreign Affairs, Prague, Diplomatic
Advisor to the Vice Minister for Logistics and IT
17/08/2015 – Ambassador Extraordinary and Plenipotentiary to the Republic
of Bulgaria, Sofia

The Visegrad Group was formed on 15th February 1991 at a meeting of
the President of the Czechoslovak Republic, Václav Havel, the President of
the Republic of Poland, Lech Wałęsa, and the Prime Minister of the Republic
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of Hungary, József Antall. This high-level meeting in Visegrad, Hungary, created an imaginary historical arch linking the idea of this meeting to the idea
of a similar meeting, which took place there in 1335 and was attended by
John of Luxembourg, King of Bohemia, Charles I of Anjou (Charles Robert),
King of Hungary, and Casimir III, King of Poland. The central motif of the
two meetings was the desire to intensify mutual cooperation and friendship
among the three Central European states.
The formation of the Visegrad Group was motivated by four factors of
decisive relevance:
1. the desire to eliminate the remnants of the communist bloc in Central
Europe;
2. the desire to overcome historic animosities between Central European
countries;
3. the belief that through joint efforts it will be easier to achieve the set
goals, i.e. to successfully accomplish social transformation and join in
the European integration process; and
4. the proximity of ideas of the then ruling political elites.
It was especially in the initial period of its existence (1991–1993) when
the Visegrad Group played its most important role during talks with NATO
and the EU. In the following years, the intensity of cooperation between
the V4 countries began to slacken due to the prevalence of the idea that
individual efforts towards accession to the Euro-Atlantic integration formations will be more efficient. Visegrad cooperation was resumed in 1998.
In the wake of disintegration of Czechoslovakia in 1993, the Visegrad
Group has since then been comprised of four countries, as both successor
countries, the Czech Republic and the Slovak Republic, are members of the
Visegrad Group.
The Visegrad Group (also known as the “Visegrad Four” or simply “V4”)
reflects the efforts of the countries of the Central European region to work
together in a number of fields of common interest within the all-European
integration. The Czech Republic, Hungary, Poland and Slovakia have always
been part of a single civilization sharing cultural and intellectual values and
common roots in diverse religious traditions, which they wish to preserve
and further strengthen.
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All the V4 countries aspired to become members of the European Union,
perceiving their integration in the EU as another step forward in the process
of overcoming artificial dividing lines in Europe through mutual support.
They reached this aim in 2004 (1st May) when they all became members
of the EU.
The V4 was not created as an alternative to the all-European integration efforts, nor does it try to compete with the existing functional Central
European structures. Its activities are in no way aimed at isolation or the
weakening of ties with the other countries. On the contrary the Group aims
at encouraging optimum cooperation with all countries, in particular its
neighbours, its ultimate interest being the democratic development in all
parts of Europe.
The Visegrad Group wishes to contribute towards building the European
security architecture based on effective, functionally complementary and
mutually reinforcing cooperation and coordination within existing European
and transatlantic institutions.
In order to preserve and promote cultural cohesion, cooperation within
the Visegrad Group will enhance the imparting of values in the field of
culture, education, science and exchange of information.
All the activities of the Visegrad Group are aimed at strengthening stability in the Central European region. The participating countries perceive
their cooperation as a challenge and its success as the best proof of their
ability to integrate also into such structures, such as the European Union.
The Visegrad Group Today
The V4 cooperation can currently be referred to as the most clearly profiled initiative in Central Europe. The backbone of this cooperation consists
of mutual contacts at all levels—from the highest-level political summits
to expert and diplomatic meetings, to activities of the non-governmental
associations in the region, think-tanks and research bodies, cultural institutions or numerous networks of individuals.
Cooperation between the respective ministries constitutes an important
part of the activities within the V4 framework, whether at the level of the
ministers or in the form of joint expert teams. A number of joint projects
are currently being implemented particularly in the fields of culture, envi155

ronment, internal security, defence, science and education. At the same
time, cooperation in the field of justice, transportation, tourism, energy or
information technologies is also intensifying.
The member states of the Visegrad Group also desire to cooperate with
their closest neighbours, with the reforming countries in the broader region,
and with other countries, regional formations or organizations which are
interested and with which specific areas of cooperation are found in the
common interest and in the spirit of all-European cooperation.
The Structure of Visegrad Cooperation
Visegrad cooperation is not institutionalized in any manner. It is based
solely on the principle of periodical meetings of its representatives at various
levels (from the high-level meetings of prime ministers and heads of states
to expert consultations). Official summits of V4 prime ministers takes place
on an annual basis. Between these summits, one of the V4 countries holds
presidency, part of which is the responsibility for drafting a one-year plan
of action (see the Presidency Programs).
The only organization within the V4 platform is the I nternational Visegrad
Fund. The fund – established in 2000 with the aim of supporting the development of cooperation in culture, scientific exchange, research, education,
exchange of students and development of cross-border cooperation and
promotion of tourism – represents the civic dimension of V4 cooperation.
In majority of cases, the fund provides financing to activities of non-governmental organizations and individual citizens. Apart from grant programs, the
fund awards individual scholarships and artist residencies which contribute
to the exchange of views in the V4 region and the neighboring countries.
The annual contributions to the fund by the governments of the Visegrad
Group countries have had an increasing tendency. The 2004 Kroměříž
Summit of Prime Ministers increased the funds to the amount of €3 million
per year effective from 2005, €3.2 million as of 2006, €5 million per year
effective from 2007, €6 million as of 2009, €7 million as of 2012, and €8
million as of 2014.
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The original objective of the European neighborhood policy (ENP) was
to manage the new challenges emerging after the large scale big bang
enlargement of the European Union in 2004. The enlargement created a
new geopolitical situation in the continent and the EU wanted to elaborate new forms of cooperation with East and Central Europe and with the
Mediterranean countries. The EU aimed at preventing increasing instability
on the boundaries of Europe without offering EU membership perspective
for the countries concerned. According to the Treaty on European Union
“membership is open to any European State”, but after the expansion of
the EU a very difficult question arose: What are the boundaries of Europe?
What to do with the countries which meet the preconditions of accession,
the Copenhagen criteria, but lie somewhere on the borders of Europe?
The ENP embraced Eastern Europe and the southern Mediterranean and
in what was described as “a framework through which the EU is trying to
diffuse its common values and norms” (Morrisey 2007). The ENP framework
was wide and encompassed very different countries from the East and the
South, which made this policy inefficient and problematic in its management (Balfour 2014). Due to the complexity of the two regions in question,
only a few years later the need for differentiation within the ENP became
unavoidable. The Union for the Mediterranean was initiated in 2008 and as
its counterpart the EU launched the Eastern Partnership (EaP) as the Eastern
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Dimension of the ENP in 2009. By doing so the EU created a new multilateral
cooperation framework towards the Eastern neighborhood. The EaP as a
new instrument devised for the Eastern countries triggered substantial
academic interest. Debates have been concentrated on the theorization of
EU policies for third countries and especially on the conditionality principle.
Conditionality as an important assumption applied by the EU in its external
relations has always been in the center of discussions. (Grabbe 2002) Critics
mainly focused on the balance between conditionality and reward as a
major concern in terms of efficiency of the policy.
Russia also initiated an ambitious integration project (after several
integrational attempts from the mid-nineties) with the final objective of
creating the Eurasian Economic Union. These two initiatives seemed to be
increasingly competing with each other to attract post-communist countries of the East prior to the Vilnius Summit in 2013. Catherine Ashton, High
Representative of the Union for Foreign Affairs and Security Policy at that
time, said that the Vilnius summit would “open a new chapter” in the EU’s
relations with its Eastern partners. She was right, but most probably she
was anticipating a different kind of change. (Novak 2015) Independently
of the causes behind the difficulties in the EaP region, the EU is facing a
fundamental dilemma. If at this point it wants to make an impact and at the
same time preserve its attractiveness for third countries, strategic decisions
with long term consequences have to be taken. But only if it really intends
to make a difference.
A brief overview of the Eastern Partnership
(European Neighborhood Policy)
After the collapse of the socialist system in Eastern Europe, one of the
important issues from international relations perspective was to find the
best strategy to connect this newly sovereign region to Western Europe in
a mutually beneficial way. For several countries EU membership became
the most important priority immediately after the systemic changes. The
economically most advanced Central European states wanted to achieve
membership as soon as possible in order to stabilize their internal political
structures, enjoy protection against external threat, and to fast modernize their economies and improve living standards. The opportunity for a
democratic transformation and economic convergence was opened wide
158

for these countries. The international community, including the EU and
the United States, showed interest in the transformation of the region for
many reasons. From a geopolitical perspective, the systemic change was
of tremendous importance, as it confirmed the end of the Cold War; the
bipolar global system was replaced first by a unipolar superpower system,
which later gave way to a multipolar or a new bipolar system. In 1993 the
Copenhagen Criteria were framed, which set the conditions of accession to
the European Union.1 But it was clear already at the onset of the transformation that there would be several “waves” of neighbors with significantly
different development levels and of wide ranging international positions.
In Central Europe, the accession was a feasible option, while in the territory of the former Soviet Union and in the Western Balkans the prospects
were not at all promising due to the complicated task of nation building,
strengthening newly regained sovereignty and managing external threats.
The complexity of economic and political challenges was different to a great
extent in the broader East Central European region. (Novak 2014)
It was widely supposed that Central, Eastern and South-Eastern European
countries having just regained their national independence would be more
reluctant to join an EU which requires relinquishing some crucial features
of national ‘sovereignty’. Overall experience shows that it did not create any
meaningful problem in any of the new Member States. Namely, two things
were clear from the very beginning of starting to converge on the EU. Firstly, a
clear strategic decision was taken in favor of EU membership and orientation
towards ‘Western’ values. This approach has never been questioned by influential political forces prior to the accession date. No serious attempt was made
to replace the EU by ‘independent’ national or regional initiatives. Secondly,
membership of the EU was considered to more than compensate for giving
up part of ‘national sovereignty’ by offering a larger scope for implementing
or protecting ‘national interests’ in the framework of a large, globally influential Union and enjoying the new opportunities offered within the framework
of ‘shared sovereignty’. For several reasons, this process encountered more
difficulties in the Western Balkans and in the Eastern Partnership countries.
Some of the problems originate in the complicated process of state-building.
In other cases, ethnic considerations still seem to be more important than EU
integration. And third, the geographical proximity of Russia and the economic
dependence makes thinks more difficult.
http://europa.eu/rapid/press-release_DOC-93-3_en.htm?locale=en. Section 7.A.iii
on the criteria focusing on the former Warsaw Pact countries that were seeking, or
had already obtained “Europe agreements.”
1
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In the mid-2000s, the Eastward enlargement with the most likely new
members from Central Europe was completed and the Union had to come
up with new ideas to deal with the neighborhood, whose membership
perspectives were much more uncertain and in some countries hopeless.
The EU started to frame new strategies regarding the Western Balkans and
the current Eastern Partner countries. These plans implicitly involved serious
doubts about their future membership in the EU. The unwillingness from
the EU side to offer clear membership perspectives for second or third wave
Eastern European countries was expressed several times.2 The Commission’s
(and the member states) official position was that although membership
was not openly ruled out, they wanted to discuss the boundaries of Europe,
thus identifying the group of countries that would theoretically become
member states. But the debate was very slow and member state interests
were diverse. Finally, a temporary solution crystallized according to which
the EU would offer something more than simple partnership, but definitely
less than membership perspective for the countries concerned. These ideas
took form first in the Stabilization and Association Process for the Western
Balkans then in the European Neighborhood Policy (ENP), (the comparison
of SAA and the Eastern Partnership would shed light on similar EU objectives, strategies and instruments applied in both regions). In 2003 the EU
outlined its commitment to prevent the emergence of new dividing lines in
Europe and to promote stability and prosperity within and beyond the
EU’s borders by means of enhanced cooperation with new neighbors.
(COM/2003/0104 final) The intention of the European Neighborhood policy
was to manage the relations with Ukraine, Belarus, and Moldova, which
were geographically close to the expansion of the EU, as well as Russia, and
with the Mediterranean countries in order to support reform, sustainable
development and trade. In 2004 three states of the South Caucasus were
added and Russia openly refused to cooperate within this form of neighborhood framework. This was the first case after the dissolution of the Soviet
Union when Russia expressed its will to be handled by the EU on an equal
footing and not only as one of the neighbors of the EU. It also indicated
2 “Each enlargement brings us new neighbors. In the past many of these neighbors ended up becoming
candidates for accession themselves. I do not deny that this process has worked very well. But we cannot
go on enlarging forever. We cannot water down the European political project and turn the European Union
into just a free trade area on a continental scale. We need a debate in Europe to decide where the limits of
Europe lie and prevent these limits being determined by others. We also have to admit that currently we
could not convince our citizens of the need to extend the EU’s borders still further east.” Romano Prodi,
President of the European Commission: A Wider Europe - A Proximity Policy as the key to stability. “Peace,
Security and Stability – International Dialogue and the Role of the EU” Sixth ECSA-World Conference.
Jean Monnet Project. Brussels, 5-6 December 2002
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the Russian demand for a framework in which the cooperation was based
on different principles than the ones applied between the EU and smaller
Eastern countries.3 The strategy of the EU at that time was a clear indication that it wanted to promote the development of a zone of stability in its
neighborhood and separate the European Union and its neighbors instead
of accepting new members from the East.
The Georgian war in 2008 sped up the creation of the Eastern Partnership
in order to make the policies offered to Eastern countries more attractive
and it aimed at applying certain principles that were thought to increase
the efficiency of the policy. These principles were differentiation, ownership,
multilateral cooperation and in the point of focus was placed on four distinct
and very important issues: political development and relations, economic
issues, energy security and civil reform. This new policy was similar to the
“regional approach” applied in the Western Balkans. The similarities of the
policies applied in both regions continue: the EU has tried to offer limited
advantages without clear commitment to the membership perspective but
expecting voluntary adjustment to EU demands and norms. This strategy
was in line with the idea of and the belief in the EU’s soft power which really
had worked in the first-wave Central European countries, which voluntarily
had adjusted their structures and policies to the acquis. But the second and
third waves of Eastern countries were completely different from the most advanced Central European states. By not taking these differences into account
properly, the EU’s objective was clearly to set up alternatives to membership
with the purpose of dimming the differences between member states and
“outsider” Eastern neighbors. (Inotai 2007) From a theoretical perspective
it was problematic already at the creation of this initiative: How would the
EU be able to manage democratic transformation, promote rule of law
and other important principles using only the role model of the European
Union but without substantial reward (membership) in a region, where a
competing and emerging power (Russia) started to express its foreign policy
concerns and interests? The other option might have been that the EU had
simply remained incognizant of the full extent of differences between the
CEE countries and it was hoping for a smooth and cheap adjustment process both in the Western Balkans and the EaP region.
3 See the details here: “Communication from the Commission to the Council and the European
Council: Wider Europe – Neighborhood: A New Framework for Relations with Our Eastern and
Southern Neighbors” (Brussels, 11.3.2003 COM(2003) 104 final http://eeas.europa.eu/enp/pdf/pdf/
com03_104_en.pdf.
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It must be emphasized that perspectives do mobilize domestic players
to make the required changes, including political and social transformation,
if the goal is transparent, rewarding and the road to it is free from further
unexpected and incalculable barriers (namely new conditionalities) and is
reasonably short and reliable (i.e. not floating). However, the same conditions
can barely be set for each country, since their starting position, adjustment
capacity and, most importantly, social tolerance differ. What is a mobilizing factor for one country can turn out to be discouraging for another. The
problems of that was clearly visible in the EUs Balkan policy too. (Inotai 2007)
After several years of negotiations on the basis of the so called “action
plans” with EaP countries, it was thought that four countries had become
very close allies of the EU which would undertake rapid and deep adjustment, while two other countries (Belarus and Azerbaijan) were not very
much interested in the project. At the same time Russia made its dissatisfaction with the whole project clear – an indication that the Eastern Partnership
had gone beyond her level of tolerance by violating her sphere of influence.
(Mearsheimer 2014) Open condemnations about EU’s intention came from
Sergei Lavrov, and soon after Vladimir Putin envisaged the birth of Eurasian
Customs Union.
Putin framed to achieve a more complete reintegration of the CIS with
Russian leadership as a number one strategic objective. On the basis of its
economic performance (after the turn of Millennium until 2013), Russia
behaved completely differently in its pursuit of international economic and
political affairs than it had done in the nineties. Regarding economic issues,
its role in international relations became significant even though several
analysts were drawing attention to the long-term structural problems of
the country or stressing the risks associated with short-term economic
stagnation and hardship, suggesting that the Russian leadership’s position
can become unstable. But Russia has become one of the most important
capital exporters among emerging countries, often through state or state
influenced companies, which are not independent from political interests.
In Eastern Europe, Russia is probably the most active investor and it has also
built strong positions in Central Europe. In addition to achieving economic
penetration, it is also more and more in its interest to stop the spread of
Western-style democracy, perhaps even in countries where democracy
seemed to be solidly rooted. “I think that’s right that Russia doesn’t have an
interest in having a healthy democracy on its borders because that’s going
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to give the wrong signals to its own people. So I think it’s probably right
that Russia would prefer to have other authoritarian neighbors around it.”
(Fukuyama 2013) Francis Fukuyama was right in this respect.
Theoretical perspectives
In the past decade the concept of Normative Power Europe (NPE) was
considered to be a powerful approach in explaining EU policy towards
Central and Eastern Europe (CEE). This theory was building on the notion
that neighboring countries in CEE would transform their internal structures
with relatively modest external political and economic support and they
would do anything in order to comply with the conditions set by the EU
without considering any alternative options seriously. Although this normative power had worked well in the case of the first wave of EU enlargement
with CEE countries (in 2004) it proved to be less successful in the Western
Balkans (the case of Bosnia and Herzegovina confirms this clearly) and the
Eastern Partnership reflects the serious limitations of this approach. Faced
with Russia, a strong regional power with large soft and hard powers that has
been watching the possible geopolitical gains of the European Union with
growing concern, the diverging lines and interest within the European Union
have become evident. The EU adjusted to the changing environment by
shifting from NPE approach towards security policy considerations based on
the theory of Realism and towards theories focusing on economic interests.
Given this background I will explore three different scenarios for the future of the EaP, or more precisely for the structure of relations and the level
of dedicatedness of the EU towards the region. All of them would be based
on different theoretical backgrounds. The first alternative sets EU membership of the EaP countries as the final objective of the initiative. (Normative
power Europe alternative) The second option would openly admit that the
EU is unable and in fact does not want to be engaged more deeply in the
affairs of the Eastern Partnership countries and in the Ukraine conflict and
would rather seek to make an agreement with Russia in order to secure its
Eastern borders and gain benefits from the Russian relations. (An approach
based on Realism – balance of power) The third option is the continuation
of the indefinite, vague and drifting policies due to the inability of the EU to
create a common policy because of the diverging economic interests of its
member states (Economic interests first: political economic explanations).
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Behind the theory of the Normative Power Europe (NPE) there is the
underlying idea that the European Union has developed into an international actor, which involves a significant ideational aspect. According to
this notion the interests of the European Union in international relations go
far beyond physical power and/or material interest. (Manners 2002). These
normative interests are based on Treaty stipulations and policies developed
over several decades.
The EU’s Normative Base according to Manner are as follows
Founding
Principles
• Liberty
• Democracy
• Respect
for human
rights and
fundamental
freedom
• Rule of law

Tasks and
Objectives

• Social
progress
• Discrimination
• Sustainable
develoment

Stable
Institutions
• Guarantee of
democracy
• Rule of law
• Human
rights and
fundamental
freedom
• Protection of
minorities

Fundamental
rights

• Dignity
• Freedoms
• Equality
• Solidarity
• Citizenship
• Justice

Source: Manners 2002

The Normative Power then originates from the promotion of these norms
and principles by the means of employing several “soft” instruments. The
channels through which the EU’s normative power comes are basically
related to contagion (unintentional diffusion of the EU); information (communication by the EU and its institutions); procedural (institutionalization of
relations with external partners); physical presence (in third countries and
international organizations); cultural relations (physical presence, exchange
of vies etc.) and exchange of benefits. (Manners 2002)
From another perspective, these norms can be grouped along with different important community values. According to this classification, core
164

values are: peace, liberty, democracy, the rule of law, and respect of human
rights, as well as four minor ones: social solidarity, anti-discrimination,
sustainable development, and good governance. (Manners 2002: for more
detailed explanation: see Manners 2008) The normative aspect of the
European Union was a very important driver of cementing its identity in
international relations. According to this identity, the EU is a very special actor which intends to promote certain core values way beyond its members.
This value based approach created a very important and special image of
the European Union for the rest of the world. According to a large volume
of literature this identity was often used to explain the foreign policy of
the EU towards Central and Eastern Europe. In the arguments designed to
explain the rapid and successful adoption of first wave accession countries
from Central Europe, the NPE concept was a convincing instrument. But
for the EaP countries this theory is a little problematic: if this concept had
been used for their EU relations, then the final objective could not have
been anything other than preparation for accession negotiations and finally
for the membership in the European Union. Using the Central European
countries as the benchmark, one would expect that the commitment to
the membership perspective by the European Union would lead to the
smooth adjustment of EaP countries to EU norms and values. But this commitment to membership was lacking from the EaP strategy, which raises
the question: were the EU Member States really interested in promoting
EU membership of the countries concerned or were there other motives?
Or did they want to attract and bring these countries closer economically
and politically to the EU, but prevent them from becoming members? If the
answer to these questions is yes, which seems to be very likely, then what
other interests and motivations can be identified from theoretical (and
practical) considerations that can explain the half-hearted attempt of the
EU to bring EaP countries really close to the EU?
From both theoretical and practical perspectives, we can easily identify
other important aspects for the analysis of the EU’s role and engagement
in neighboring regions. The Normative Power concept does not seem to
provide a full and exhaustive explanation to the motivating theoretical
background of the EaP, because it mostly considers the EU as an actor. In
reality, however, member states behave differently when external or internal
challenges arise. In addition to norm promotion, member states try to address economic interests and security policy considerations. Thus, besides
the Normative Power Europe, the analytical concept must also take into
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account at the theoretical level the realist theory, which gives precedence
to security interests and, at the same time, discusses economic issues and
looks at the interest groups within each member states. As a result, a multitheoretical approach must be applied in order to have a broader overview
of the interests, and on the other hand, to counterbalance the shortcomings of each theory.

in member states influenced the policy formation at the political level, which
in turn was translated into EU position towards third countries. Given that
economic interests of member states are very much different regarding the
EaP countries, it is not surprising that their interest in promoting EaP as an
EU level policy towards the region has also greatly varied.

The realism being a cornerstone of international relations theories reveals
the security interests of the EU Member States. (For diverse explanation
of Realism see: Donnelly 2000). According to classical realism, national interests come first ahead of moral sentiments and other noninterest based
considerations. At the state level there is a multitude of interests that influences support for collective action and policies towards the EaP region.
The EU represents the common interests of the member states, but given
that individual countries’ interests are different, they emphasize their own
security interests with respect to the EaP countries. For example, Poland
is geographically very close to the region and at the same time has very
direct negative experiences with Russia. Northern countries or Italy may
have completely different perspectives. As a result, the EaP is a kind of
cooperative project that has evolved as a consequence of the balancing of
power relations. If the balance of power between states is disrupted due to
internal or external factors, a new state of balance is established which corresponds to the actual power relations. From this aspect, the role of Russia
was crucial in the evolution of the EaP after it had expressed its intention to
increase influence over the post-Soviet geographical area through military
and economic instruments.

Conclusions drawn from theoretical explanations

In addition to security considerations, the economic interests of member
states are also important and significantly different from country to country.
Liberal intergovernmentalism looks at the state level and tries to explain
the behavior of states based on their national interests. (Moravcsik 1995)
According to this, national interests are formulated through preference
formation within states. In this preference framing economic interests of
business groups or economic sectors must be taken into account. This way,
contrary to the realist approach, liberal intergovernmentalism emphasizes
economic interests which means that trade, investments, business relations
constitute the essential components. The importance of economic interests
was strongly confirmed by the reaction of member states to the economic
sanctions against Russia after her intervention in Ukraine. Sectoral interests
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The different approaches of the above theories confirm that there is not
one single theory that can convincingly account for the theoretical background of the EaP alone. Thus, the theorization of the EaP has a number
of shortcomings. During theorization several concepts must be applied in
parallel in order to understand the motives and rationale of the steps at EU
and at member states’ levels. Each of the three theories to which reference
was made has strengths and deficits in explaining the developments. The
Normative Power Europe concept is an attractive and ideal explanation
of EU policies towards third countries but it only focuses on the EU level
and does not explore member states’ interests in formulating preferences.
Then we have the realist theoretical concept, which argues that Normative
Power at EU level regarding EaP can only work as long as it does not pose
a threat to national security interests and corresponds to the actual power
of the individual states concerned. But in addition to geopolitical concerns
or power maximization issues, other interests might also emerge during
preference formulation. Economic interests cannot be neglected as they are
very important motivating factors behind regional integrations or economic
cooperation with third countries. Taking liberal intergovernmentalism into
account as a theoretical explanation is also justifiable even if it neglects
security concerns. (Just to mention one example: Hungary emphasizes the
importance of economic relations with Russia and in order to maximize economic benefits, decision was made to build new nuclear power generators
using a loan provided by the Russian state. Short term economic benefits are
clear, but what about longer term security concerns associated with financial
and other – not so evident – dependences?) As a conclusion we may say
that Normative Power, Realism and Intergovernmental Liberalism seem to
be interchangeable behind the policies towards the EaP countries depending on each country or on the changing situation in EaP countries or the
precarious external conditions (Russia). Countries behave in line with their
core interests may they be security policy or economic considerations and
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as we know, these interests can and do change from time to time. Countries
which do not have security or economic interests are most likely to act as
strong supporters of norm diffusion. But when things change, norm promotion is easily sacrificed in lieu of other interests. The EU has portrayed itself
as an actor having not only material or security interests in international
relations. This identity made the EU different from other international actors.
Giving up normative approach and the promotion of norm diffusion may
cause loss of confidence in the EU among third countries. The erosion of
identity has caused serious disillusionment for many international actors.
As a result, the EU soft power was limited in influencing Eastern Partner
countries. The EU did not devote sufficient resources to convincing the elites
of the Eastern States to trigger structural and democratic changes. Moreover,
the adjustment capability of the EaP countries to the EU requirements were
much more limited than in the Central European region. In Central Europe
the “incentive of joining the EU” overwhelmed other domestic interests
because there was such a strong sense among the political elites and the
public that Europe was their destiny in terms of identity, as well as their
preferred destination in terms of prosperity, stability and security. Because
membership is not on the table, EU member states appear more reluctant
than in the case of CEE to authorize sanctions and withhold rewards, not
least because this might conflict with their economic and geostrategic interests, including relations with Russia.” (MacFarlane, Menon 2015) This also
clearly indicated the limits of the EU’s willingness to really utilize its “soft
power” and combine it with bigger economic resources. To put it simply, the
enlargement process in CEE and the history of policies towards the Western
Balkans and Eastern Partners proves that reference to the importance of EU
Normative Power only makes sense without substantial economic resources
being invested and only in the absence of large external power interest
(Russia). If EU engagement required greater commitments and/or taking up
conflict with third countries, the concept of Normative Power immediately
dissipates as a supporting theory behind the policies.
On the other hand, the EU simply did not take the potential competition
with Russia over the influence in the Eastern Partnership countries seriously
although every country in the region was more or less a hostage between
Russia and the European Union. As long as Russia remained economically
feeble, it could not frame viable and credible foreign policy objectives in
the region. Despite the inability to protect its interests, concerns regarding
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the European expansion into the Russian sphere of interest by NATO and
EU enlargements increased. The EU was shortsighted not least because of
the easy expansion of the European Union towards Central Europe in 2004
and 2007. The expansion went without major Russian objections. But these
steps along with challenges in Ukraine and NATO’s eastward expansion led
to the formulation of Russian policy interests towards the Near Abroad as
soon as its economy became strong enough to support foreign policy aspirations. All these led to Vilnius, where several policy makers were caught
off guard by the turn of events, which indicated that the EU continued to
underestimate the losses it had suffered regarding its position and ability
to assert its interests in the East Central European region.
Theory and practice – Power and The Eastern Partnership
The failure of signing an Association Agreement in 2013 with Ukraine –
the strategically most important country of the EaP4 – was a sign of inability
by the EU to implement its objective in Eastern Europe in a rapidly changing
international power system and to convince countries to favor the offered
model. Several policy makers and analysts were caught off guard by the unfolding turn of events. As Federica Mogherini put it, the EU’s Neighborhood
Policy may have been “naive and confrontational”. But she also added that
she would not be too critical with the previous Commission’s approach
and that this issue should be rather raised after the completion of the four
month consultation program on the future of the ENP.5 Currently, however,
the major directions of strategic changes regarding the future of the EaP
are unpredictable (or we may say that it is very predictable).
One of the most important conclusions that may be drawn from the developments in the Eastern neighborhood is probably that the EU has no choice
but to abandon its approach that is based on the presumption that its model
is sufficiently attractive for third countries and requires no additional efforts.
This belief was building on the notion that neighboring countries in Central
and Eastern Europe (CEE) would transform their internal structures with relatively modest political and economic support and they would do anything in
order to comply with the conditions set by the EU without considering any
4 The Eastern Partnership (EaP) initiative aims to bring six Eastern European countries - Armenia,
Azerbaijan, Belarus, Georgia, Republic of Moldova and Ukraine - closer to the EU. It offers a framework
for deepening and strengthening relations between the EU and its partner countries.
5 Mogherini’s timid ‘mea culpa’ on EU neighbourhood policy. 04/03/2015. http://www.euractiv.com/
sections/europes-east/mogherini-makes-timid-mea-culpa-eu-neighbourhood-policy-312631
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alternative options seriously. In the case of the first wave of EU enlargement
with CEE countries (in 2004) this approach had succeeded and the EU faced
little if no difficulty in convincing countries in the region to internalize and
accept that notion. Frankly speaking there was no foreign policy alternative
to the enlargement or no intention to challenge it. The EU’s strategy, however,
proved to be largely unsuccessful in the Western Balkans – the case of Bosnia
confirms this very clearly. The EU’s transformative power also seems to be
limited in Serbia, Albania, and Montenegro not to mention the unresolved
economic, political and foreign policy dilemmas and problems in Kosovo.6
Although the soft power (or transformative leverage) of the EU had worked
in Central Europe and achieved some results in the Western Balkans, it still
remains low-key in Eastern Europe.
Russia, a strong regional power with large soft and hard powers has
been watching the possible geopolitical gains of the European Union with
growing concern. From the Russian perspective it was the European Union
that revived geopolitics in CEE by launching the Eastern Partnership – after
successfully incorporating several Central European countries into the North
Atlantic economic and security institutions. The perception of the “weak
and declining” Russia, which definitely had dominated the thinking of EU
policy makers (and US analysts too) prior to the 2013 Vilnius Summit, did not
seriously reckon with the possibility of a change in Russia’s attitude towards
the West. But the more precise interpretation is that the Russian stance has
not changed in comparison to previous years, but as John Mearsheimer put
it “great powers are always sensitive to potential threats near their home
territory”.7 This statement refers to the fact that the EU exceeded the tolerance level of Russia. Although the level of relations with the individual EaP
countries is quite diverse, the primary concern is of course Ukraine.8
As a result, the EU’s traditional model (financial incentives in exchange of
good governance) used for the CEE countries, its “soft power” has proved
to be inefficient in the Eastern Partnership. (MacFarlane, Menon 2015) The
question as to how the EU can contain Russia while balancing the preservation of its role and goals in the region and keeping an open dialogue with
6 Some of the most important challenges and risks are well described in Balkans in Europe Policy
Advisory Group (BiEPAG) 2014. The Unfulfilled Promise: Completing the Balkan Enlargement. Policy
Paper, May 2014
7 The origins of the crisis in Ukraine and the causes that had motivated Russian policy are explained
in detail in Mearsheimer 2014.
8 It suffices to recall the famous statement of Henry Kissinger, according to which: “The West must
understand that to Russia, Ukraine can never be just a foreign country” – The Washington Post, March
5, 2014
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Russia remains open. As a foreign policy actor, the EU is far from being a
global power. In order to get international reputation in foreign policy,
success in resolving regional issues has to come first. If the EU, however,
is not unified in maintaining a strongly supported common foreign policy
towards the region and it is unable to offer EU membership perspectives
to a country like Ukraine, the risk of disappointment of the pro-western
population and political elite will likely be on the rise.
Concerning the three theories described in this paper and witnessing
the problems in the internal dynamics of the EU and the multiple conflicts
between member states, the future does not look promising. The signs for
“realpolitik” are strong, in which case the moral or ethical premises and
ideological notions of a value and principle based EU can easily perish.
Russia has several channels at its disposal through which it can influence
developments within the EU – for example supporting countries or political
parties that may challenge the current course of the EU; influence economic
and political developments in the Western Balkans; use open or indirect
economic instruments to influence etc. The policy motivated by these fears
would mean that the EU’s role as an anchor in international political and
economic affairs for smaller, weaker neighboring or newly acceded countries
is abandoned. This options should be avoided at any cost since it would
create an environment where Western values and their future attractiveness can be questioned which will finally lead to the definitive elimination
of the remnants of the EU’s soft power. For the time being, this soft power
looks too soft. The EU is, by design an ill-adapted institution for the pursuit
of interests in the face of geopolitical competition.
The problem and the sad truth is that the EU is the only external power
that is expected to manage and influence the affairs in EaP countries including the crisis in Ukraine (with the supportive policy of the US of course)
besides Russia. Given the fact that Russia does not pose a threat from a global perspective – unlike terrorism – and the United States does not possess
vital national security interests in the region that need to be protected, the
Ukraine conflict was less important for the US, which probably still did not
take Russia seriously.9 Other important international actors are even less
interested in the developments within the region. China, Japan considers
it to be Russia’s business. These circumstances make the role of the EU in
the EaP region unique. The future of the EaP and the ability of the EU to
9 See for example: Joseph S. Nye: The Challenge of Russia’s Decline. Project-syndicate, 14 April 2015,
http://www.project-syndicate.org/commentary/russia-decline-challenge-by-joseph-s--nye-2015-04

171

influence the developments therein becomes a very important test for
the CFSP (Common Foreign and Security Policy). If the EU is unsuccessful
in a region where it may have significant interest, what can realistically be
expected from it on a global level?
Regarding the real content of the EaP, several difficult questions
have to be answered. What is the policy objective regarding Russia?10
What can be the final objective, the “strategic approach” of the Eastern
Partnership from the EU’s perspective? Using international relations (IR)
and political economic theories and analyses, three major options can
be identified.
EU membership of the countries concerned
This alternative sets EU membership of the EaP countries as the final
objective of the initiative. EU enlargement (and the redefinition of NATO
strategy) would without doubt express the value based approach according to which it is much better to live under democratic rules and guarantying these values, than under the rule of an autocratic and corrupt elite
strongly connected to the Russian leadership. In pursuing this objective,
the EU should do everything in order to support the democratic transformation and economic restructuring in the countries which really want to
become members of the EU. But this strategy requires a very important
factor in addition to large financial spending and strong and undivided
support of the member states: power. The soft power of the EU is not
enough to accomplish this objective. What is more, even hard power will
not be sufficient.11 In theory there exists an instrument that may be effective if applied with full strength: the policy of tough sanctions against
Russia with the unanimous and full support of the EU member states.12
This strategy is confrontational with Russia and is contingent on internal
coherence and high level of coordination among member states and a
value and principle based policy.
10 “In light of Russia’s deliberate destabilisation efforts in neighbouring and EU countries, the union
will need to present a strategy setting out clear objectives for policy towards every single EaP state,
backed with credible implementation plans” Ozorina–Schwarzer 2015.
11 ‘Anything we did as countries in terms of military support for Ukraine is likely to be matched and then
doubled, tripled and quadrupled by Russia. (Anthony Blinken, the US deputy secretary of state’ - See more
at: http://www.chathamhouse.org/publication/do-not-arm-ukraine#sthash.Q9tx2Ujs.dpuf (April 2015)
12 Currently divisions are numerous within the EU regarding the policy towards Russia. And Russia is
doing everything it can to deepen these divides in the EU as much as possible.
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Maintaining buffer zones between the EU and Russia
The second option would openly admit that the EU is unable and in
fact does not want to be engaged more deeply in the affairs of the Eastern
Partnership countries and in the Ukraine conflict and would rather seek
to make an agreement with Russia. This approach de facto accepts the
current situation and confirms the division of Ukraine and EaP countries
between pro-western and pro-Russian countries/regions. This strategy
would involve the acceptance of the outcomes of Russian activities in the
EaP region because this is the “realpolitik” in the current power relations.
It would also suggest that having relatively good relations with Russia
is more important than relations with neighboring EaP countries. From
another perspective this approach means that trading with countries and
their peoples in order to mitigate the conflict with Russia and to be freed
from this cumbersome situation would be the easier path to go down on.
Instead of a confrontational policy against Russia, which requires economic
sacrifices and diplomatic pressure, this policy would result in economic and
political advantages or – in the worst case – only minimal losses. Such an
agreement would be beneficial for the EU and Russia since it would not cost
much and less effort would be required from the EU. It is why from an IR
theoretical perspective this approach seems to be the most likely scenario
to unfold. This approach also considers the Eastern Partnership mostly from
a business and geopolitical perspective and subdues democratic values.13
With fading chances of EU membership, Ukraine would soon be facing very
adverse economic and political consequences which could easily overwrite
the benefits of democratic transformation achieved so far and may lead
again to a change of direction the government is pursuing.
Drifting without declaring the final objective
The third option is the continuation of the indefinite, vague and drifting policies towards the region underpinned by the large diversity of the
countries in question (especially if we deal with the whole Neighborhood,
not just the Eastern Partnership). The paralyzed “no change” strategy
can be justified by the numerous challenges facing the EU – in addition
to Russia – such as Grexit/Brexit, growth problems, difficulties with TTIP
negotiations, and Euroscepticism, refugee crisis etc. In this case the EU
would emphasize the responsibility of individual EaP countries and would
13 The enlargement of the EU and the NATO can be considered partly a geopolitically motivated policy.
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offer some vaguely defined support for countries that decide in favor of
the European perspective. This is a cheap and convenient way for the EU
to avoid any major confrontation with Russia and to refrain from elaborate
strategic objectives in the EaP region. The outcome of this option would
be similar to the second one but in this case the EU would silently give up
the entire EaP region due to its inability to create a common policy, which
wins the support of every member state. If the EU opts for this alternative,
it will only reinforce the perception of it being weak in the face of Russia.
In summary, the world economic and political importance of the Central
European region is insignificant; in fact, the weakening of the EU, the EU’s
half-hearted strategy towards its neighboring region together with Russia’s
consolidation have led to a situation where the area once again may be
separated into two worlds: West and East. The former socialist countries
that are implementing different models of capitalism may today still be
under Western influence, but the future is much more unpredictable than
anyone would have thought during the period of EU enlargement in 2004
and 2007. At that time it seemed that most of the region was firmly committed to the Western European development model in terms of economics, politics and the institutional system. The case of Ukraine is important
because it highlights that the West’s attractiveness or ability to persuade
other countries has greatly weakened in the region. In countries suffering
from the adverse effects of the economic crisis, Ukraine’s further departure
from Europe may result in unpredictable political and economic changes
in the future, something no-one would have expected a few years ago.
Based on the above, it is worth citing here a paragraph from the “A Global
Strategy for the European Union’s Foreign And Security Policy” published
in June 2016:
”State and societal resilience is our strategic priority in the neighbourhood. Many people within the scope of the European Neighbourhood Policy
(ENP) both to the east and to the south wish to build closer relations with
the Union. Our enduring power of attraction can spur transformation and
is not aimed against any country. Within this group are currently countries
such as Tunisia or Georgia, whose success as prosperous, peaceful and
stable democracies would reverberate across their respective regions. The
ENP has recommitted to Eastern Partnership and southern Mediterranean
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countries wishing to develop stronger relations with us. We will support
these countries in implementing association agreements, including Deep
and Comprehensive Free Trade Areas (DCFTAs). We will also think creatively
about deepening tailor-made partnerships further. Possibilities include
the creation of an economic area with countries implementing DCFTAs,
the extension of Trans-European Networks and the Energy Community,
as well as building physical and digital connections. Societal links will also
be strengthened through enhanced mobility, cultural and educational
exchanges, research cooperation and civil society platforms. Full participation in EU programmes and agencies will be pursued alongside strategic
dialogue with a view to paving the way for these countries’ further involvement in CSDP. Resilience is a strategic priority across the EU’s east and south
both in countries that want stronger ties with the EU and in those – within
and beyond the ENP – that have no wish to do so. The EU will support different paths to resilience to its east and south, focusing on the most acute
dimensions of fragility and targeting those where we can make a meaningful
difference”. (EU Global Strategy, p. 25.) This text clearly indicates that the
first option has been openly abandoned. In other words, this is good-bye
message to the old ENP (EaP) and to the belief in the EU’s tansformative
power giving place to the new pragmatic-realist approach in Europe.
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