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The Black Sea Economic Cooperation:
A Straightforward Assessment of the Past 15 Years and
a Vision for the Future from the Turkish Perspective

H.E. Abdullah GUL
Deputy Prime Minister and
Minister of Foreign Affairs
Republic of Turkey

The Black Sea area is an important region at the heart of three major continents.
It is on strategic transportation and trade routes and energy corridors. With its
huge dynamic economic and human potential as well as natural resources includ-
ing energy, it is no surprise that the international focus on this region is growing.

During the Cold War, the Black Sea area drew little attention mainly due to the fact
that the delicate and uneasy balance in the region made it undesirable to have
tensions in this backwater, for not only littoral states but also for the superpowers
themselves. When the Cold War came to an end, it was Turkey that took the lead
to launch a regionally-owned initiative to help transform the centrally planned
economies of the Soviet time and integrate them into the world economy, and to
make use of the potential of the region. The Black Sea Economic Cooperation
(BSEC) was established on the idea that stronger economic cooperation among
the Black Sea countries would enhance peace and stability in the region. Turkey
has been pursuing a constructive and balanced policy in the Black Sea, the main
pillars of which are inclusiveness, transparency and regional ownership. These
principles are important as they are the very principles that would prevent the
emergence of new dividing lines in the Black Sea region as we had in the past.

When we take a look at the past 15 years, we see an initiative developing its struc-
tures into an established and full-fledged Organization. From being engaged in
purely economic cooperation, BSEC has broadened its activities to environmen-
tal protection, water management, science and technology, institutional renewal
and good governance, seismic protection and soft security measures in the
framework of multilateral cooperation. Soft security includes combating transna-
tional organized crime, illegal trafficking of drugs, human beings and arms, terror-
ism, corruption and money laundering.

BSEC currently has all the features that can be expected from a regional cooper-
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ation platform. We believe that what we now need is to look forward and find a
common vision and determination among the Member States for concrete
achievements. Although the Organization has so far fallen short of living up to the
potential in the region, particularly due to the fact that the Members started to have
diverging priorities after the BSEC was created, lately the situation has started to
change. The interests of the BSEC Members have begun to converge, and BSEC
countries are now able to develop common strategies and approaches on diverse
issues. We can see this shift also in the activities of the Organization which suc-
cessfully completed its reform process and has finalized the legal basis for two
comprehensive infrastructure projects, namely the coordinated development of
the Black Sea Ring Highway and the development of the Motorways of the Sea in
the Black Sea region.

Today’s world is very different from the one when BSEC was established. The
importance of the Black Sea and Eurasia is on the rise. The Black Sea basin is
becoming a centre of gravity regarding oil, energy, transport and trade. We have
every reason to believe that this trend will continue. Capitalizing on past experi-
ence and making use of the growing interest from the international community to
our region, now is the time to look forward, to determine what we can do in cer-
tain areas where the Members can find a common ground.

The most challenging question we have now is how we can enable the region to
live up to its potential to the benefit of all. This question leads us to the issue of
shared interests and goals, and, of course, common strategies that we can
embark upon. The economic and social well-being of the region is the overarch-
ing goal that all BSEC countries would like to reach for the joint interest of all. The
main idea here is that the economic development of the region would bolster
peace and stability, which is also another important common objective for all.
Through different means, instruments can be promoted that would ensure the
economic and social development of the region. This also requires focus and pri-
oritization, taking into consideration the scarcity of resources.

Turkey undertook the Chairmanship-in-Office of BSEC as of 1 May 2007. During
her Chairmanship-in-Office, Turkey is prepared to make every effort to use in full
the capacity and potential of BSEC. While doing this, we will keep our focus on
the areas where there is space for a considerable degree of progress. For this rea-
son, during our Presidency, we will base our vision on (a) increasing efficiency
and practicality, (b) pursuing a project-oriented approach, (c) reaching out to
other partners, (d) increasing public awareness and common identity, (e) facilitat-
ing trade and investments, and (f) focusing on a sectoral approach.
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With a view to strengthening the sectoral approach, the Turkish Chairmanship has
defined five priority areas of common interest for BSEC Members as well as for
potential partners that would be interested in contributing to the implementation
of the projects that could have direct effects on the improvement of the lives of the
people in the region. These areas are environment, transport, energy, trade and
combating organized crime. Turkey was careful in selecting, from among all the
others, those five priority areas, because we believe that these areas would serve
as a common ground for the interests of the BSEC Members as well as potential
partners, including the EU.

Working together with other international partners would strengthen our
Organization's capacity to carry out important projects. Ongoing projects with the
UNDP and OECD are good initiatives, and BSEC should consider expanding its
cooperation further to other international organizations with concrete projects.

BSEC's interaction with the EU offers promising results. Two more BSEC coun-
tries, Bulgaria and Romania, have acceded to the EU. We welcome the recent ini-
tiative of the EU to develop a comprehensive policy towards the Black Sea. We
consider that this is a continuous process that is bound to create a stronger dia-
logue between the BSEC and the EU. We also consider that BSEC, as the only
inclusive and full-fledged organization in the region, should be the natural partner
for the EU.

Developing awareness of a common identity among the peoples of the BSEC
region is important, although this has not been given due consideration until
recently. BSEC is a unique platform of cooperation for countries with many shared
historical, cultural and social values. In a region where the quest for stability is the
priority, the importance of building bridges between the peoples of the region by
underlining these common values should not be underestimated. Scientific and
technical cooperation among universities could be an excellent tool to this end.
The newly established Working Group on Culture has the challenging task to
examine the opportunities and potential with a view to reinforcing this common
identity.

BSEC countries encompass an area of approximately 20 million square kilometers
with 330 million people, which means a huge economic potential. Its vast natural
and human resources enabled the BSEC countries to have remarkable economic
growth and development over the past five years. Representing 7.6% of the over-
all world economy, the GDP of BSEC region grew by 6% annually, with a total
GDP amounting to 3.4 trillion USD in 2005. There is a steady increase in the share
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of the BSEC countries in the world economy. These figures convincingly demon-
strate the huge potential for trade between the Black Sea countries which have
complementary economic structures. For example, the overall frade volume of
Turkey with BSEC countries, which was 22.1 billion USD in 2004, rose to around
38.2 billion USD in 2006, which is a substantial increase. This constant trend of
increase in the trade volume of Turkey with BSEC countries may also be seen as
a consequence of a general trend of growth in intra-BSEC trade.

We have to make every effort, all together, to finalize the ongoing projects as soon
as possible. One major priority should be the facilitation of trade and investment
among the BSEC countries by working on issues such as visa facilitation, elimina-
tion of non-tariff barriers and more interaction between the business communities.
People-to-people relations and interaction will have a guiding role to shape our
intergovernmental relations.

The BSEC Charter stipulates the creation of a free trade area within the BSEC
region. We believe that a regionally-owned initiative will easily have the EU’s sup-
port in this area. This initiative can be in the form of trade facilitation or more ambi-
tious schemes, subject to a consensus among the interested parties. The EU has
been working on a trade arrangement with the Gulf Cooperation Council which
can be considered as a model for possible BSEC-EU trade arrangements.

One of the most essential elements for regional economic cooperation organiza-
tions is the existence of a bank to finance trade and projects. BSEC has this facil-
ity. The Black Sea Trade and Development Bank based in Salonica was created
to contribute to the goals of BSEC. Turkey is among the three biggest sharehold-
ers of this Bank. It is good to see that small shareholder countries have started to
increase their portfolios on a project basis. We believe that the Member States
should benefit more from the Bank.

There is another modest, yet important financial tool which reinforces the project-
oriented vision of BSEC, that is the Project Development Fund (PDF). We consid-
er this Fund to be instrumental for undertaking new projects, which will help to
strengthen the image of our Organization. We have to focus on strengthening the
financial structure of the BSEC, the Bank and the PDF, in order to enable the
Organization to undertake major regional projects. BSEC should take advantage
of the increasing international interest towards our region in order to explore new
horizons.

Frozen conflicts are major impediments to our cooperation and they are being

10
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dealt with through specially devised processes. In the Black Sea context there is
a deliberate separation between economic and security domains, although they
are related, inter-linked and mutually supportive. This separation is made for prac-
tical reasons, in order not to block cooperation among regional countries with
tough political problems. A higher degree of economic cooperation can eventu -
ally contribute to the facilitation of the resolution of political issues. Any initiative in
the region, whether economic or political, should be transparent and inclusive;
otherwise it is bound to erect new dividing lines in the Black Sea region. The coop-
eration initiatives should not, and cannot, duplicate or substitute for existing ones;
nevertheless, they can be supportive of them. These are the main reasons why we
do not prefer BSEC's involvement in political matters. However, we can use the
potential offered by the Ministerial Meetings, especially the BSEC Council of
Ministers of Foreign Affairs, for informal exchanges of views on political issues as
well, in order to facilitate solutions.

On the other hand, we can talk about risks rather than threats in the region so far
as security is concerned, and the Black Sea littoral states are able and capable to
cope with these risks. The initiatives such as BLACKSEAFOR and Operation Black
Sea Harmony are regionally owned responses that would effectively address
these risks.

BSEC's 15" Anniversary Summit will constitute an important milestone for our
Organization in realizing our vision to make BSEC vital to cooperation in the Black
Sea region and to give a mandate and guidance to that effect.
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The BSEC and Ukraine

H.E. Arseniy YATSENYUK
Minister for Foreign Affairs
Ukraine

Ukraine was one of those eleven states that, on 25" June 1992, signed in Istanbul
the Summit Declaration and the Bosphorus Statement giving birth to the Black
Sea Economic Cooperation (BSEC). In June 1998, Ukraine hosted in Yalta a sig-
nificant for the BSEC 4" Summit of the Heads of State and Government, where the
Charter of the BSEC was signed, transforming the intergovernmental initiative of
co-operation into a full-fledged regional organization. This 4" Summit became for
our state, which is one of the largest Black Sea countries, an opportunity to real-
ize the aspirations to confirm its constructive approach to participation in the Black
Sea regional processes.

Nowadays, owing to the great work done by its statutory organs and related bod-
es, the Organization has a complex impact at a regional level and embraces a
number of different fields of cooperation among the BSEC Member States, both
sconomic and security related, as well as a wide spectrum of humanitarian issues.

For Ukraine the BSEC membership is of special importance and wholly corres -
oonds to the provisions of its National Security Strategy, according to which the
main priorities of regional cooperation policy in the Baltic-Black Sea-Caspian
region are:
* development of harmonious, mutually beneficial, neighbourly relations with
the countries of the region;
® accomplishment of democracy and security in the region, expanding bilat-
eral and multilateral cooperation with the countries of the region with regard
to the development of a common energy policy, in particular in the field of
transit of energy resources;
* stepping up interaction with European regional organizations and participa-
tion in the implementation of multilateral projects, establishing subregional
collective security systems in the interest of all states in the region.

“/nile participating in the BSEC projects, the Ukrainian side is positive that, in the
context of the new concept of transport corridors adopted by the European Union,

13
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these projects are of essential importance for the Organization itself and for all
Member States, particularly in the process of their integration into the European
economic space.

| hope that the upcoming 15" Anniversary BSEC Summit will bring about further
decisions on how to increase the effectiveness of the Organization, particularly its
project-oriented approach, and will contribute to the determination of common
positions on cooperation with the European Union, which has become a direct
factor of the BSEC processes after Romania’s and Bulgaria's accession.

An efficient system of BSEC international contacts and cooperation should be
established for the elaboration of the BSEC initiatives and programmes that are in
line with the foreign policy strategy of the BSEC Member States and directed
towards the development of integration with the EU and the creation of an integral
Europe. The new concept of the BSEC is meant to encourage the realization of a
Euro-integration strategy for its Member States according to the existing interna-
tional legal instruments and integration status, specifically EU membership, asso-
ciation, neighbourhood concept, etc.

| believe that the positive development of interaction between the BSEC and the
EU should be deepened by the efforts of both sides.

The recent exchange of views about the prospects of the BSEC-EU cooperation
during the meetings of representatives of the two Organizations demonstrated
that our cooperation has its future in wider Europe and should be built on a prag-
matic basis and coincidence of interests of the BSEC and the EU in such fields as
transport, energy security, ecology, border control, crime prevention, etc.

While speaking about a pragmatic approach to the EU-BSEC cooperation, we
should also remember the mandate of the BSEC as an economic Organization.

The main aims of our collaboration within the BSEC are to stimulate trade, to
develop the financial and legal basis for regional interaction, and to conduct
macroeconomic reforms that will contribute to the realization of national pro-
grammes for stability, development and improvement of capital markets.

| am confident that trade, being an eloquent index of the effectiveness of econo -
mic activities, will play the main role in the Black Sea region. That is why the most
important task of the Organization should be to assist in the liberalization of trade
by eliminating the numerous tariff and non-tariff barriers, a subject which has been

14
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already discussed with the BSEC.

The BSEC has acquired a new dynamic and has gradually become an influential
regional driving force. Among the important trends there are those that will
strengthen the security component of the Organization, while at the same time
preserving its economic character. Taking into account the world tendencies, the
areas of our cooperation should be also supplemented with interaction in the
spheres of combating terrorism, drugs-trafficking and arms traffic with a view to
strengthening the BSEC authority and its international contacts.

The BSEC should also provide support to the efforts of the world community
directed at combating terrorism, resolving the so-called “frozen conflicts” in seve-
ral countries of the region as well as combating trans-border crime. With this aim
n mind, it is necessary to coordinate the activity of the BSEC with the correspon-
ding programmes supported by the UN, OSCE, EU and NATO.

We also believe that, by establishing effective contacts with economic and finan-
cial institutions, the Organization will contribute a lot to the elaboration and imple-
mentation of concrete projects in the economic sphere, in particular by conclud-
ng instruments of cooperation with the World Bank and specialized organizations
of the UN such as UNIDO, UNDP and FAQ.

The signing of the Memoranda of Understanding on Coordinated Development of
the Black Sea Ring Highway and on the Development of the Motorways of the Sea
n the BSEC Region is suggested to have its logical continuation in practical steps
leading to the development of transport networks, in particular short-shipping and
ferry links, that will contribute to the process of integrating the region into the
European transport network and the development of Eurasian transport corridors.

The amount of BSEC achievements over all those years, especially the intensifica-
tion of the work of subsidiary organs in the fields of transport, energy, environment
protection etc., responds to the aspirations of the Organization to consolidate and
stimulate the development of versatile regional and inter-regional cooperation
aiming to resolve the existing problems and tackle urgent tasks.

The international environment has changed drastically since the adoption of the
Istanbul Declaration. We face new challenges and tasks nowadays, including eco-
nomic integration which cannot evolve without political stability and integration.

The Black Sea region cannot be considered in separation from the modern world

15
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processes. Thus, the agenda of the BSEC should include the main European
democratic values, the promotion of democratic principles in the Black Sea
region, strengthening the various formats of interaction between the Member
States of the Organization, widening cooperation with the other regional organiza-
tions and initiatives within and outside the Black Sea region.

The increase of the regional role of the BSEC and of its influence on the proces -
ses of development of multilateral cooperation among the states of the region
according to the defined priorities should become the main aims for the further
development of the Organization.

In order to enhance the economic component of the BSEC activity, which is its
main task, taking into account the prospects for the development of trade relations
between the BSEC Member States and the EU, in my opinion, it would be expe-
dient to renew the consideration of an initiative that was once discussed without
being developed to create a Free Trade Area within the BSEC as an ultimate aim.
The realization of this initiative would undoubtedly become a driving force for the
sustainable development of trade and economic relations among the BSEC
Member States. The creation of a Free Trade Area will strengthen more quickly the
region’s role in international relations and will help the development of market-
driven socio-economic models and democracies in the Member States and in the
Black Sea area as a whole. The Free Trade Area can also positively influence the
development of other countries and regions by regulating access to their internal
markets.

Given that a bilateral regime of free trade exists between many Member States of
the BSEC, this large-scale, long-term project should be realized in parallel with the
completion of accession of all Member States to the WTO as well as the signing
of bilateral free trade agreements with the EU.

In the framework of its BSEC Chairmanship, which starts as of 1* November 2007,
Ukraine is set to elaborate an action plan on the intensification of collaboration
among the coastal regions and cities of the Member States.

Within the BSEC framework, the realization of transport, economic and ecological
projects at a regional level is feasible with the involvement of local initiative, private
capital, entrepreneurship and non-governmental organizations. The effectiveness
of such kind of programmes is proved by the example of European regional activi-
ties.

16
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In the framework of its Chairmanship, Ukraine also plans to initiate, in collabora-
tion with the Black Sea Trade and Development Bank, a forum of representatives
of the banks in the BSEC Member States in order to discuss the possibilities for
the formation of syndicated loan pools to finance large-scale projects for the
development of trade and infrastructure, and the opening of new credit lines.

In my opinion, the potential of the BSEC is not fully used. Therefore, we support
in principle the proposals for BSEC reform that are to be considered at the BSEC

Summit in June 2007 in order to increase its potential to influence the processes
in the region.

We highly appreciate the initiative of the Republic of Turkey to host the 15"
Anniversary Istanbul Summit on 25 June 2007. We believe that this event will
ensure an effective realization of the BSEC goals and tasks.

17
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Albania: A Co-founder of the BSEC

H.E. Lulzim BASHA
Minister of Foreign Affairs
Republic of Albania

Albania has been a Member State of the Black Sea Economic Cooperation since
ts foundation in 1992. The decision to seek this membership was extremely
important for the democratic Government of that time; it was designed to speed
up market economy reforms, to engage in an exchange of positive experience
and to encourage political dialogue in order to level out disagreements or possi-
dle differences of positions. The membership of BSEC was the first experience in
regional cooperation for Albania, after half a century of self-imposed isolation. In
the early years, many friends and partners asked a naive question, wondering
now was it possible for Albania to become a BSEC member, when we are so far
away, i.e. when we are not a littoral Black Sea country. They confused in this way
the essence of regional cooperation with the symbolic value of a sea viewed as
the central element of a region.

The Albanian Government, through its Foreign Ministry, intended to accelerate
democratic reforms, fill the legislative vacuum and make up for the deficient expe-
rience in market-economy reforms. The above-mentioned membership was
meant to serve exactly to that end.

Nith the same goal in mind and following the same path, Albania also aimed at
accession to other regional groupings, which materialized with its membership in
tne Central European Initiative (CEl), Southeast European Cooperative Initiative
SECI), Adriatic and lonian Initiative (All), Stability Pact for Southeast Europe (SP)
and Southeast European Cooperation Process (SEECP).

Albania has translated its will and readiness for fruitful and rapid regional cooper-
ation into meaningful participation in these initiatives, having even a relatively
more frequent presence at their meetings than many other countries. Fifteen years
of experience in the BSEC or about ten years in other initiatives have been really
very precious for us.

The Albanian performance at the rotating chairmanship or presidency of these ini-
tatives has undoubtedly been a significant opportunity to make sustained efforts

19
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and to demonstrate seriousness, professionalism, moderation and management
abilities. In recent years, Albania held the Chairmanship of BSEC in 2002, SEECP
in 2001-2002, and two annual rotating chairmanships, in 2005-6 and 2006 respec-
tively, of the All and CEI Initiatives. Given the modest human and financial
resources of a small country like Albania, many colleagues from various countries
positively appreciated Albania’s commitment to honour its obligations during
those chairmanships, two of them simultaneous as it was the case with CEl and
All last year. During and after these chairmanships, Albania enjoyed a satisfactory
regional visibility.

The picture of regional initiatives after 10-15 years is also related to the notewor-
thy achievements of the Member States of these initiatives. Thus, for instance,
mention can be made of the Visegrad Group; in this case of regional cooperation
all member countries were integrated into the EU. In another case, that of the
Council of the Baltic Sea States (CBSS), most Member States were integrated into
the EU. In the case of the CEI, EU members account for half of its Member States.
Finally, one fourth of the BSEC members have already joined the EU.

Such developments have revitalized the debate on the need to absorb this quali-
tative change through reform and adjustment to the new reality. The fact that this
debate has involved simultaneously several initiatives such as BSEC, CEl, SEECP
and SP is also quite interesting. The intention is more or less similar: proceed with
reform, move on to a new, qualitatively higher and more advanced stage, and fit
into the new circumstances.

I rejoice at the fact that BSEC, which is perhaps the most well-structured regional
organization of all existing regional initiatives in Eastern Europe, continues to be
subject to a reform process, so as to become more operational and effective for
project implementation in various fields.

If we throw a retrospective glance at BSEC's history, we come to the conclusion
that, in general lines, it has been a success story in terms of political cooperation,
exchange of various experiences, legislation approximation, economic coopera-
tion and in other fields as well. The BSEC countries have increasingly better real-
ized that they are ‘condemned’ to think and cooperate within a regional mentality
and context. Likewise, they are obliged to establish regional networks or infra-
structures in several priority domains such as energy and transportation.

| would say that BSEC has become a regional actor that carries some weight and
has a respectable image. It has also served as an incubator for several satellite

20
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centres and bodies dealing with sectoral cooperation. It has succeeded in bring-
ing to the table even countries that have noticeable differences in terms of politi-
cal positions, even countries with a poor record of neighbourly relations.

Albania’s participation in the Organization of the BSEC has had clear strategic
intentions, to the benefit of our national interests.

The self-imposed isolation of our country for almost half a century created a huge
gap in some strategic domains such as energy and transportation, just to mention
very few. At the outset of the 90s, Albania found itself outside regional and
European transportation networks, with very inappropriate conditions for its com-
mercial and economic foreign relations and for economic development as a
whole. Therefore, the intention of the Albanian Government is to make our coun-
iry a part of the European transport corridors as soon as possible, with special pri-
ority being attached to Corridor 8, connecting the countries of the Black Sea basin
with ltaly or Western Europe through Bulgaria, Macedonia and our country.

In this context, several border points are being established, with the entire relevant
infrastructure meeting modern standards on all border segments with the neigh-
oouring countries: Greece, Macedonia and Kosovo. Many roads, road bypasses
and highways are under construction with these countries; one may mention, for
instance, the highway under construction linking Durrés with Kosovo, which would
certainly serve also Macedonia and Serbia, providing these countries with access
to Durrés harbour. This new infrastructure will be conducive to very fast develop-
ment of economic cooperation among these neighbouring countries; it could
even develop into a multimodal highway.

At the beginning of the 90s, our country also experienced a catastrophic situation
n terms of electricity production, transit to and from the region and links to
European networks. Albania not only inherited a system based almost entirely on
nydroelectric generation, but it also remained to this day outside the network of
—uropean oil and gas pipelines of vital economic significance.

Through its multilateral diplomacy, Albania makes great efforts to get rapidly
nvolved in projects for regional gas network connections.

Likewise, our country has been investing a lot in the multiple interconnection of our
country with other countries of the region by facilitating and improving all-season
energy exchanges with these countries.
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Moreover, the Albanian Government has included in its programme the diversifi-
cation of energy sources by making investments and initiating concessionary ini-
tiatives to tap new sources of energy in the form of hydro and thermo power
plants, as well as renewable energy (solar and wind) with an aim to turning, with-
in the shortest possible time, from an importer into an exporter of electric energy.

BSEC has succeeded in harmonizing the experience of the countries that have
had a long and uninterrupted performance in terms of the rule of law and market
economy with the experience of the countries that have newly emerged from the
communist system. It has also shown that experiences can be exchanged perfec-
tly well between a small country and a large or very large country. Likewise, it has
also shaped multi-modal cooperation in a region that displays immense cultural,
linguistic, religious and economic diversity.

The transformation of the BSEC from a simple initiative into an organization of eco-
nomic cooperation was undoubtedly a distinct and very encouraging moment in
its work; moving on to project implementation and management become an
important turning point in the life of BSEC.

How has BSEC performed this new mission? | think that the efforts made and the
results achieved have given a positive impetus in the proper direction, i.e. work on
region-oriented projects. | should mention, however, the recent occurrence of
somewhat slower progress, mainly due to a shortage of funding by powerful
investors.

| am of the opinion that the reform process, which BSEC has been very seriously
committed to, will bring new vital quality to its performance in terms of project
implementation in various fields. | would single out in this regard the efforts to
upgrade the relations between BSEC and EU, which will certainly have a positive
impact. Likewise, the identification of new possibilities to involve various interna-
tional financial organizations in this process of regional cooperation is of special
significance. Meanwhile, the need for a positive and pragmatic approach and for
an increased interest on the part of a number of countries that carry major
European and global weight and that currently have BSEC observer status, should
also not be neglected. The harmonization of mutual interests among these coun-
tries and BSEC should be done on the basis of something that is very precious to
BSEC: regional ownership. There is rich regional expertise, let me underline this
point, in this region which is acquiring also an increasing geopolitical significance.

The regional cooperation that BSEC is currently promoting certainly contributes to
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European cooperation in general and to EU integration in particular.

Thanks to its increasingly authoritative voice, BSEC will also play a significant role
in the future, even on some global issues such as the fight against terrorism, glo-
bal warming, environmental degradation, natural and man-made disasters or
emergencies as well as in other fields. It is important to underscore that, in the
future, the Albanian Government intends to be an active partner in the BSEC con-
text, in this domain of security issues, in combating terrorism and organized crime.

We have to pay attention also to the fact that there are numerous working groups
operating in various fields of cooperation within BSEC. We shall strive to partici-
pate in their work, within the boundaries of the real potential of our small country,
ihe financial aspects being interlaced with human capacity. Sometimes we also
face difficulties in getting entry visas, considering that we do not have embassies
n the capitals of some Member States. Therefore, | think that the countries host-
ng BSEC activities during the rotating Chairmanship-in-Office should think how to
facilitate the issue of entry visas, at least by providing them directly at the airport
or at other entry points.

At important regional forums, | have expressed the thought that at various coordi-
nation and cooperation meetings among regional initiatives, in the future, we
should work more actively to avoid overlapping or duplication of those initiatives.
Jnfortunately, despite repeated discussion on the subject, there are still problems

«e these. We should also think about shaping the distinctive profiles of those ini-
tzlives in order to achieve better identities and regional ownership.

i3 known that the geographic distribution of BSEC Member States is relatively
cwersified. It includes immense countries, as large as a continent and very small
ones, with a population of 3-4 million. BSEC members, for instance, are countries
-'ose to the Caspian Sea like Azerbaijan or Armenia and countries far away from
e Black Sea like Serbia. The sub-regions are diversified as well. Under these cir-
cumstances, in the future, BSEC should work on a better project distribution,
=med at giving project access to all countries, regardless of their geographical
ocation or distance from other countries. Hence, countries like Albania or Serbia,
z Iittle peripheral from the centre should have equal opportunities for project par-
tcipation compared to other Member States, although they may have as a neigh-
sour only one BSEC Member State or none at all. The inclusion of the other non-
member countries in special projects would better serve this goal.

_==wise, the employment of officials, if possible from all Member States, includ-
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ing those from smaller countries, at the BSEC Secretariat (PERMIS) would posi-
tively serve the further invigoration of the Organization’s democratic spirit.

BSEC should keep on the positive experience of cooperation with UN specialized
agencies for the promotion of projects in various fields, where common interests
can be clearly identified.

Finally, | would also like to mention that the organization of the BSEC Summit in
the context of the 15" anniversary of its founding would be an extremely important
opportunity to analyze the BSEC work performance during a decade and a half,
to provide the necessary recommendations and to outline new paths for the
future.
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The Republic of Armenia and the BSEC

H.E. Vartan OSKANIAN
Minister of Foreign Affairs
Republic of Armenia

This organization was established to build bridges across the Black Sea, from
west to east and from south to north. The Black Sea Economic Cooperation was
~onceived to provide concrete opportunities for cooperation, integration and sup-
oort, to provide benefits for all, from a limitless pool of potential, or more correc-
ty, a limitless sea of potential.

Today, the role of BSEC has become more vital and the role of the ICBSS, too, is
of greater import and significance. As the institution charged with studying, delibe-
-ating and proposing policy, ICBSS is best positioned to identify specific avenues
‘or enhanced cooperation and deepening of shared interests.

2n EU dimension within BSEC will formalize the premise that was at the heart of
‘e establishment of this organization — that as Europe grows and changes, the
~romise of economic cooperation within and around Europe will grow, and the
~ountries of the Black Sea must be prepared to contribute to and benefit from
such developments. The specific efforts aimed at broadening interaction between
2SEC and the EU and institutionalizing such interaction is critical for our time. We
=opreciate the ICBSS concentrating on this relationship and working with all
23EC institutions so that they can help formulate the structure for such coopera-

oon

This organization began because there was a vision. It continued to operate
~=cause those around the Black Sea needed that vision, and those outside the
2lack Sea region wanted to believe in the promise of that vision. We wouldn’t
~eed an organization such as this one if every country in the Black Sea area coop-
=rated and shared. We need this organization precisely because this is a complex
-=gion with a variety of economic, social, historic and political experiences that
r=quire special conditions. The BSEC tries to be the place where environmental,
=conomic, social and even political differences are mitigated, keeping in view the
“uture, and not the competitive, sometimes adversarial past.
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Despite differences among states, the BSEC and its institutions have already
proven their viability. The Republic of Armenia reiterates our confidence that this
organization, its mission, its project-based approach are crucial for peace, stabi-
lity and prosperity around this ancient sea, in modern times.
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The BSEC: Towards New Horizons of Cooperation:
A View from Azerbaijan

H.E. Elmar MAMMADYAROV
Minister of Foreign Affairs
Republic of Azerbaijan

=t and foremost, | would like to congratulate all BSEC Member States on the
=o.2mn occasion of the 15" Anniversary of our Organization. For fifteen years we
~=v= been united by the idea and aspiration of transforming, through economic
~ooper at|on thls vast, once divided and enormously rich area into a region of

orK of cooperation in the context of new geopolitical realities, as well as devel-
-ong a new sense of common ownership and responsibility for the future of our

De0DIeS.

There are undeniable advancements on the road of our cooperation, with gradu-
; converging views and interests, bringing us all to a higher degree of maturity
=3 better comprehension of the future of the region. As we attempt to define the
crospects of our cooperation and strive to make the Organization a more visible
=~2 important player in regional affairs, we need to look back and reflect on what
=3 been accomplished and what has not, and why.

(11]

I B

The evolution of BSEC
~ceed, these 15 years have been an extremely important period for the formation
3SEC as an organization Over the years BSEC has evolved into a full-fledged

OO0 :eratlon a framework embracing cooperation m parliamentary, academic, bank-
~a and business domains. It has developed into an organization with distinct re-
onal identity. The fact that this is so far the only comprehensive and all-inclusive
=mework of cooperation in a vast and complex region should not be underesti-
mated either.

The attractiveness of BSEC for the regional countries and its international recog-
~ton are also increasing. The Organization today unites 12 Member States
---- eiching from the Adriatic to the Caspian. The number of countries seeking
oserver status is also on the rise, as well as number of international organiza-
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tions looking for collaboration.

BSEC has served as a useful framework for dialogue as well as a platform for the
development of project concepts and initiatives across the spectrum of areas of
cooperation that can be hailed as significant achievements taking into account the
complex regional context and the modest resources committed.

But there is still a question: is BSEC powerful enough to face the challenges of the
changing environment in which it operates?

Today our region is an area of unprecedented growth, perhaps the highest in
global economy, and enormous economic opportunities for cooperation and
development. It is also recognized as a region of ever growing geo-strategic
importance and significance, for it provides access to new alternative sources of
hydrocarbons in the Caspian and Central Asia, as well as to new emerging mar-
kets.

The past five years since the Decennial Anniversary have witnessed dynamic and
radical changes in the region. A new tapestry of the region is being woven by new
roads, pipelines and other infrastructure projects, not only enriching the mosaic of
its economic landscape but also integrating it into the fabric of global economy.
With these new developments in the Caspian and Black Sea regions, BSEC is
emerging as an important pillar of energy stability and security architecture.

The recent accession of Bulgaria and Romania to the European Union has given
a new impetus to the EU-BSEC interaction. The latest Communication of the EC
titled “Black Sea Synergy” opens new prospects for cooperation between the two
organizations.

We welcome the establishment of the enhanced dialogue and close cooperation
between BSEC and EU. We hope and believe that, complementary to the bilate-
ral cooperation under various instruments, the development of a regional frame-
work of interaction between BSEC and EU will significantly contribute to the devel-
opment of BSEC region as a cohesive economic area without new dividing lines
and as part of the wider European space. The closer and more comprehensive
engagement of the EU in the BSEC region will encourage all Member States, in
particular those in transition, to proceed more resolutely with reforms and to
shape BSEC as a cohesive region and as an integral part of wider European archi-
tecture.

28



BLACK SEA ECONOMIC COOPERATION: FIFTEEN YEARS OF REGIONAL ACTIVITY (1992-2007)

n this regard, a new platform of cooperation, complementary to bilateral relations
oetween the EU and BSEC Member States, needs to be elaborated. We have to
pursue a realistic approach and develop our relationship based on the clusters of
cooperation that are of common interests.

Cooperation with the international community

nternational cooperation is indispensable in addressing the modern challenges of
Jevelopment. Mobilization of the needed resources, utilization of experience and
«<now-how, spread of best practice, elimination of unnecessary duplications to
=nsure better synergies - all these are prerequisites for the successful implemen-
tztion of a challenging regional development agenda.

/e welcome closer cooperation with international organizations such as UN,
JECD, OSCE and others. We believe that collaboration with these organizations
=nd implementation of joint projects will contribute to the improvement of the eco-
nomic climate in the region and will stimulate trade and cooperation among
W=mber States. We also hope that these projects will enhance the professional
~zpacities of the BSEC Secretariat. We think that this pattern of cooperation with
~iernational organizations should be further developed and continued.

~ view of the increasing number of regional cooperation initiatives, we believe that
oetter coordination of activities among them will help to avoid unnecessary dupli-
-ztions and excessive use of resources.

4zerbaijan, regional cooperation and BSEC

=uropean and Euro-Atlantic integration is our strategic objective. Therefore, the

/‘der Black Sea and Caspian region is an area of our vital interests. The develop-

—ent of comprehensive and balanced regional cooperation is a cornerstone of our

“oreign policy. The advantages of our geography, our rich natural and human
sources and economic potential are among our major assets in the implemen-

on of the national development strategy.

Zue to the pursuit of our development strategy and the process of reforms,
“zerbaijan has achieved rates of growth unprecedented in its history and the high-
=stin the global economy: 26.4% in 2005 and 34.5% in 2006. During the last three
v=zrs more than 500.000 new jobs were created in the non-oil sectors, reducing
coverty below 20%. The inflow into Azerbaijan of direct private investments for
over a decade exceeded 30 billion USD, and the pace and volumes will continue
Tow.

{

(@]
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One of the objectives of the national strategy is to develop Azerbaijan as a regio-
nal hub with a strong and modern infrastructure capable of serving the intense
trade flows between Asia and Europe.

We have succeeded in the development of a diverse energy infrastructure capa-
ble both to support the development and export of national hydrocarbon
resources as well as the transit of resources from Central Asian partners to inter-
national markets. We completed the construction and commissioned two major
regional pipelines — Baku-Tbilisi-Ceyhan (oil) and Baku-Tbilisi-Erzerum (natural
gas) — as core elements of the East-West Energy corridor.

We have embarked on a comprehensive multibillion programme of upgrading and
developing a modern transport infrastructure to be able to handle increasing traf-
fic of goods and general cargo between Europe and Asia. Recently, in Thilisi, the
Heads of State and Government of Participating states Turkey, Georgia and
Azerbaijan have launched the construction of the Baku-Tbilisi-Kars railway link as
an important part of the East-West transport corridor.

Azerbaijan is hosting Regional Dialogues with the EU on transport and energy,
given the importance of these two areas of cooperation for the region and beyond
it.

We also participate in a number of regional organizations, initiatives, projects and
programmes such as TRACECA, North-South Transport Corridor, INOGATE,
ECO, CIS, GUAM and others. Undoubtedly, we attach great importance to the
development of regional cooperation in the framework of BSEC.

My country has proved its credibility as a pioneer and champion for many positive
and significant developments in the region as well as a reliable partner. There are
many examples of successful cooperation in the region bringing development and
stability, thus demonstrating what we can achieve together, united by common
goals and good will.

However, a number of unsettled protracted conflicts is the major impediment to
comprehensive, balanced and all-inclusive regional cooperation. In this context [
have to mention the continuing occupation by the Republic of Armenia of about
20% of our territory, the existence of almost 1 million refugees and IDPs as a con-
sequence of this aggression that makes cooperation with this country impossible
and unacceptable. The withdrawal of Armenian troops from the occupied territo-
ries, the return of IDPs to their places of origin, the recognition by Armenia of our
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=ional integrity as it is done by the whole international community will open new
“orizons and opportunities for our bilateral and regional cooperation.

-:5'::ijan has been striving to play a constructive and active roIe in the BSEC

Dot "’*phasrs on cooperation in transport, energy, tourism and educatlon, as well
= continued support to the development of regional projects through the Project
opment Fund. Azerbaijan was among the first countries which voluntarily
buted financially to the Project Development Fund.

w

i |
..
« (D

S=form and restructurlng of BSEC

DrOCESS of reforms in BSEC to make |t more responsive and relevant to new

ccoortunities and challenges.

und and consistent process of reform and restructuring is crucial to enhance

______

eve that informal brain-storming sessions at a high level about the future
should be an essential part of the BSEC activities in order to maintain its

e to its environment and current challenges.

0 O

to bring the whole organizational setup of BSEC in accordance with the
emands and challenges that our countries and our region as a whole are
is obvious today and it will be more so tomorrow that we cannot operate
m efficiently and in concert. The Organization cannot efficiently function
the rules designed 15 years ago in a completely different environment.

(S I [1.
=

sysie
n

rgely the new opportunities for growth and the unrealized potential and
tations in BSEC that push for a search of new frameworks of regional coop-
- In this challenging environment BSEC has to compete to further prove its

ty and raison d'étre to its countries and peoples.

QW

]

The way forward
s widely recognized that international organizations underpin human progress.

sense the level of cooperation in BSEC reflects the state of affairs and the
of our maturity and readiness for further advancements. We believe that
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the path that we have passed together during the first 15 years has brought us to
a new juncture from where new horizons of cooperation are opening. To succeed
we have to charge our Organisation with a common and shared vision, introduce
relevant organizational design and procedures, support it with adequate
resources and, last but not least, with strong political will and commitment. With
clearer vision and understanding of our mission and enhanced capacity we will be
able to make BSEC an overall winning formula.
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Bulgaria and the BSEC

H.E. Ivailo Georgiev KALFIN
Deputy Prime Minister and
Minister of Foreign Affairs
Republic of Bulgaria

The Initiative of the Black Sea Economic Cooperation (BSEC) was launched in
1992, in order to provide a common basis for economic cooperation in the region.

Today, BSEC is approaching a significant landmark in its development: the 15"
2nniversary. During its fifteen years of existence, BSEC has become a full-fledged
crganization with a well established institutional framework.

“ne philosophy of the BSEC is that regional economic cooperation represents a
“20 towards a higher degree of economic development and further integration of
~e BSEC Member States into the broader European and global space.

“2 Republic of Bulgaria is an active promoter of the principles of good neigh-
~ourly relations and enjoys active cooperation with all the countries of the BSEC

=gon.

“e share the opinion that the regional cooperation among the BSEC Member
~a‘es should be developed in close interaction with the European and the Euro-
="antic integration processes. It should be focused at this stage upon the imple-
~=niation of economic programmes and infrastructural projects of regional and
= ropean importance.

“~e Bulgarian interests lie in developing regional cooperation based on the prin-
~o es, values and standards of the European processes of integration.

~~= EU participation in the development of regional cooperation in all its aspects
= o key importance for the national interests of Bulgaria.

“= long-term goals of Bulgaria towards the BSEC region are:
® to safeguard its national security through achieving lasting stability in the
region;
® to create favourable conditions for the development of the Bulgarian econ-
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omy through increasing: cooperation inthe Black Sea region on bilateral
and regional basis;

e to promote democracy, rule of law, human rights and good governance.
The Republic-of Bulgaria supports an enhanced cooperation among the BSEC
countries ‘based ‘'on the following principles:

‘o shared responsibility for the development and prosperity of the region and
ownership-of the regional cooperation process;
an inclusive approach ensuring that no country of the region is excluded,;
pragmatic approach;
“synergy between various regional initiatives and programmes;" i
each country may decide whether to participate ‘or not in-a given project
developed at the initiative of concerned countries in the region;
e co-financing from' regional partners-or ‘other sources, including ‘internatio-
nal financial institutions, government and private funds, eetabltshing part-
nerships of the Northern Dimension type. 58 S £ ! -

Bulgana will actively promote the formulation and |mpfementat|0n of an enhanced
EU policy in the Black Sea reglon ‘as well as’ the cooperatlon W|th other mtema-
tional, regional and local organizations and institutions. :

At this stage, we do not consider that it'i IS necessary 16 create hew structures and
institutions. The further development of the European Neighbourhood Policy and
the EU-BSEC dialogue will show if such a necessity could arise in the future.

An observer status for the EU to the BSEC could be Instrumental |n further:ng
reglonal cooperatlon W|th0ut creating new mstltutlons;"' :

Following the full memberehip of "BUI'garia in the EU, the Buligarian institutions
have reached a consensus to include the Black Sea cooperation —'Obieé’ri\ie'S
‘European Territorial Cooperation’ of the new EU Cohesion Policy 2007-2013 —

the National Strateglc Reference Framework. Thls is not a Iegal reqmremen"i but
it highlights the ptiority which Bulgana attributes to'the Black Sea’ regional coop-
eration in the context of its national development policy. o
Being a major transit corridor for the energy resources of Central-Asia and the
Caspian basin, the Black Sea region becomes increasingly important for the new
Energy policy of the European Union |nsofar as the strategm ob;ectlves of thls pol-
icy relate to the' security and diversification “of energy supplies. In thls context
Bulgaria considers that it is of crucial importance to include measures aimed at
strengthening’ the partnerships between the ‘key producers/suppllers (Russia,
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Caspian region and Central Asia), major energy importers (EU) and transit-coun-
inies such as Ukraine, Turkey and South Caucasian states. Bulgaria supports the
establishment of a Pan-European Energy Community on the basis of the EU/SEE
=nergy Community. - - il -

The Black Sea Economic Cooperation (BSEC) has the potential to coordinate the
“ooperation among its Member States in areas such as combating cross-border
2rganised crime, illegal trafficking of humans and terrorism as well as joint action
7 response to emergencies caused by natural disasters or industrial accidents.

The Republic of Bulgaria is prepared to take partinall forms of cross-border coop-
=ration designed to enhance security and stability in the Black Sea region and in
Tat regard to strengthen the capacity of the Black Sea Border Coordination and
“ormation Centre in Bourgas and the National Border Coordination Centres of
= Black Sea countries. Funding is to be sought from the European
“=ghbourhood Policy Instrument (ENPI). - 5y

=% 2 national level, a set of legislative, institutional, administrative and organizatio-
"= measures is being undertaken to address border security threats in the aqua-
"< territories and build an efficient system for the protection and control of the sea

Jorger: 4 3

“n= Republic of Bulgaria shares the opinion that an enhanced dialogue with the
- concerning the modernization of the system of public service delivery in the
S=C countries can contribute decisively and actively to the implementation of
==me important principles of good governance such as: a) responsiveness of
=Zministrative actions, b) transparency in public administration, c) reliability of the
=z'= institutions, d) friendliness of the bureaucracy, e) confidence of the society
7 acministrative activities, f) participation of the citizens in decision making, g)
=5y accessibility to civil service, h) simplicity of the administrative process, i)
=27y and objectivity in the daily function of the Public Administration.

2aria s prepared to undertake a key role in strengthening cooperation among
anube and Black Sea countries. Being both a Danube and a Black Sea coun-
Jlgaria is well placed to contribute to the implementation of EU environmen-
= mtatves and policies in the region and the introduction of measures to reduce
= nsks of adverse environmental impacts generated by port operations and
soping lines.

Tme struggle against poverty and economic backwardness is also one of the main
“tves of Bulgaria’s policy in the area of development cooperation in the Black
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Sea region.

Bulgaria regards the BSEC countries as priority destinations for development
resources within the EU policies addressed to third countries in areas such as
tourism, trade, small and medium enterprises (SMEs), administrative capacity for
local development, environment, culture and education. Eight out of the twelve
BSEC Member States are also listed by the Organisation for Economic Co-opera-
tion and Development as beneficiaries of official development aid.

The BSEC Memoranda on the coordinated development of a Black Sea Ring
Highway and Motorways of the Sea promote transport links within the Black Sea
region and offer favourable opportunities for establishing an area of prosperity,
stability and security at Europe’s frontiers.

The accomplishment of effective cooperation in the BSEC region, especially in the
vital sectors of trade and investments, energy, transport, communications, envi-
ronment, tourism and agriculture, will be facilitated by the EU-BSEC cooperative
activities around policy formulation and implementation in key reform areas.

The practical result will be a better environment for implementation of various
investment projects, including strategic partnerships with donors and internatio-
nal financial institutions and appropriate use of various financial instruments.
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Georgia and the BSEC

H.E. Gela BEZHUASHVILI
Minister of Foreign Affairs
Georgia

2SEC’s 15" anniversary coincides with a turning point in the development of both
tne Organization and of the region that it represents. The Black Sea region is now
o2ing transformed into a dynamic economic neighbourhood which, despite many
challenges, attracts growing international attention and is presented with a future
7!l of promise.

The region is becoming increasingly important to Europe for many reasons,
=mong which trade, energy and transportation as well as security cooperation
sccupy a central position. It is also important for both EU and NATO that strive to
s=cure their external borders, while at the same time addressing the demands for
“urther enlargement. The United States values the region’s strategic location as a
suhwark against asymmetric threats. Last but not least, the countries of the region
== in the middle of a quest for common denominators that will underpin the Black
>=2 regional identity that should in the future serve as a solid background for
—r=dible cooperation in various spheres.

~=ttutionally as well, BSEC has advanced considerably. It has acquired a rigor-
s institutional base and has fostered a culture of dialogue among its members
-n mutually advantageous projects. Relevant structures and institutions with spe-
== objectives, vital for the proper functioning of the Organization, have been put

n piace.

Z=orgia is looking forward to seizing the opportunities that the region’s dynamic
=.0lution now presents to the BSEC. We harbour the potential to become a strate-
> bridge between Europe and Asia and an integral part of the global economic
~=twork. It is up to BSEC’s Member States to realize this strategic advantage and
rznsform the Black Sea into a prosperous and stable neighbourhood.

==orgia has supported the BSEC process from the very start, contributing signi-
fcantly to its formation and to its transformation into a regional economic organi-
z=2on. The Meetings of BSEC’s most important organs, the Council of Ministers
o Foreign Affairs, the Committee of Senior Officials and various working groups
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have been convened in Georgia. Our country consistently adopts a constructive
approach to our common challenges and to our efforts to develop cooperation in
various spheres.

For Georgia, the Black Sea region is integral to both our history and our future. We
are an ancient Black Sea country by virtue of our geographic location, history, cul-
ture, and traditions. Georgia’s statehood, too, has been tied to the Black Sea in
many ways. The Black Sea defines our European character, since it links us with
mainland Europe. Now, with Romania and Bulgaria having become full-fledged
members of the EU, we are getting closer to Europe not only culturally but institu-
tionally as well.

This convergence has only been reinforced by the peaceful Rose Revolution,
which has focused Georgia on a single supreme political goal: the building of a
democratic state that is at peace with its neighbours and is both able and willing
to assume all of its responsibilities as a credible member of the international com-
munity. We have been steadily pursuing this goal and will continue to-do so with-
out fail. Domestically, the democratic transformation process is in full swing, while
in the international sphere Georgia is determinedly integrating itself into European
and Euro-Atlantic structures. Strengthening regional cooperation in the Black Sea
area is one of our major foreign policy priorities, as evidenced by our National
Security Concept and The Foreign Policy Strategy for 2006-2009.

It is our profound belief that, due to the increasing interdependence spawned by
our current age of globalization, every state, small or big, is greatly dependent on
its regional context for its peaceful internal development.

Interstate trade and other economic relationships remain at the heart of our
regional cooperation. This is especially clear in the case of Georgia: in 2006,
Georgia’s exports to BSEC member states amounted to 505 million USD, more
than half of our 993 million USD in total exports, Imports from BSEC member
states, meanwhile, amounted to nearly two billion USD, which constituted a major-
ity of our 3.68 billion USD in total imports.

Notably, in today’s world, economic development and prosperity are closely tied
to security. The ascendance of asymmetric threats, coupled with the melting away
of state borders due to the effects of globalization, brings the urgency of regional
cooperation to a new level. Such threats as existence of frozen conflicts in the
BSEC region, as well as other global threats like organized crime and environmen-
tal challenges, call for closely coordinated regional cooperation. That is why,
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‘oday, there is a need within BSEC to focus-attention on these:problems and flnd
an approprlate context wnthm whlch to' drscuss them. ;

=rom our perspective the future of the BSEC countries lies in a more secure and
s2ble Black Sea region. Individual countries must not spare efforts to add value
o regional security and prosperity. For our part, we have contributed to improv:
ng regional cooperation not only through our participation in regional forums, but
=30 by adopting liberal economic policies. Through our internal reforms, we have
*-"-rtated the intensification 'of regional economic ties. Thanks to significantly
=duced non-tariff barriers for-imports, as well as favourable tariff rates, we are
e'__fying better: trade 'relations with- several -BSEC  countries.: We  have also
moroved conditions for cargo shipment through our territory, as currently there
a2 no transit feesfor vehicles; visa procedures; meanwhile, have been significant-
« simplified. Free trade agreements, as well as agreements regarding visa-free
r=vel, were signed with Member States; including Azerbaijan, Armenia, Moldova,
=nd Ukraine; in addition, we have a three-month visa-free entry agreement with
wr<ey, and we are due to-upgrade the current preferential trade regime with a
== trade agreement & i

=~ aadition, such regional projects as the Baku Thilisi Ceyhan (BTC), Baku Thilisi
suosa (BTS), and Baku Tbilisi Erzerum (BTE) pipelines as well as the commence-
—ent of the Baku-Thilisi-Kars railway project and the signing of: the : Thilisi
—=ciaration on a Common Vision for Regional Cooperation constitute a clear
“=monstration of the possibility for productive regional cooperation on energy and
TE“DOFt issues. These projects represent a vivid testimony on-how: regional
“mooeration can result in tangible benefits for all stakeholders: We would like to

=== 1nis spirit of friendship and mutual consent spread to the entire BSEC struc-

[ B

==orgia’'s domestic economic transformation, meanwhile, has been reflected in
@ country’s improved performance within BSEC, demonstrated in particular by

- 2Dility to pay membership arrears for the past 4-5 years and to make volun-
=y contributions to the: Project Development Fund.

=1 s marks a clear demonstration of-how strengthened individual states can
“ominbute to improving the regional climate. Yet, at the same time, in order to con-
“mue 1o serve as a valuable-member of the region and of the entire international
“wmmunity, cooperation across the Black Sea neighbourhood must become ever

_ T ar
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During its 15 years, BSEC has proved to be a viable institution, fostering many
important areas for regional cooperation. A process of reforming and restructur-
ing BSEC has already been launched in order to better respond to the challenges
and realities that we together face.

Most notably, two draft Memorandums of Understanding have been prepared —
the “Memorandum of Understanding for the Coordinated Development of the
Black Sea Ring Highway” and the “Memorandum of Understanding on the
Development of Motorways of the Sea at the BSEC Region.” These
Memorandums, focusing as they do on vital regional projects, should serve as the
backbone of our efforts to promote trade ties among the Member States.

Despite its significant achievements to date, BSEC must reinvent itself to remain
relevant and to live up to its own expectations. First and foremost, this entails rein-
forcing BSEC's ability to promote the economic and political interests of its
Member States, especially in expanding exports to foreign markets, facilitating the
flow of labour and services, and attracting foreign investment to the BSEC region.
At present, foreign direct investment (FDI) into the Black Sea area is relatively low
in comparison to other regions. FDI is hampered by the existence of “frozen” con-
flicts in the region that undermine the prospects for peace and stability. As a
result, all of us in the wider Black Sea region lose out on jobs and economic
opportunities.

At the same time, the disparity between the principles articulated in our Charter
and the real state of regional cooperation casts a shadow on the prestige and
credibility of our organization. Divergent interests and the inability to forge com-
mon ground subvert multilateral cooperation in the Black Sea, and lead to a
patchwork of bilateral agreements. In bilateral settings, Member States do not feel
obligated to respect the underling values and principles of our Organization—and
as a result, they feel free to expose partners to unwarranted economic and trans-
port blockades.

As long as our organization’s principles and objectives, articulated in the “BSEC
Charter” and the “BSEC Economic Agenda,” do not serve as the foundation of
how we conduct relations with each other, it will be difficult for BSEC to maintain
its standing. Failure in this regard risks rendering BSEC irrelevant at a time when
outside actors are becoming increasingly interested with BSEC and are looking to
develop cooperative and institutional ties.

Despite its many challenges, the Black Sea Region also faces many opportunities
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thanks to its geographic location, as well as to its human and natural resources.
The BSEC region encompasses an area of 20 million square kilometers with a
population of more than 300 million. At the same time, the BSEC region is a very
attractive magnet for investment due to its strategic importance as an energy and
transport hub.

Beyond its growing importance in the realms of energy and transportation,
embodied by the major cross-border infrastructure projects that have been creat-
ed, there is great potential for cooperation within BSEC in the fields of telecommu-
nications, tourism, agriculture, small and medium business, sciences and tech-
nologies. Meanwhile, BSEC can be crucial in facilitating regional cooperation on
combating organized crime, international terrorism, the proliferation of weapons of
mass destruction, illegal trade in arms and drugs, human trafficking, and illegal
migration.

For BSEC to realize its full potential, its Member States must ground the
Organization’s future goals in the principles of cooperation and respect for each
other’s interests. Cooperation must be strengthened in every important economic
sphere, while new common projects must be conceived and supported. At the
very top of BSEC's agenda should be initiatives in the fields of energy and trans-
portation, given how crucial these are to the development of BSEC Member States
both individually and collectively. Crucial to this endeavour will be finding a rea-
sonable balance among the interests of energy producer, transit, and consumer
countries.

The progressive development of relations with other international organizations
and structures, meanwhile, must also continue apace. Particular importance
should be given to our relations with the European Union, given the profound
expertise and ample resources it could contribute toward jump starting regional
projects in the BSEC area.

Last but not least, we must promote BSEC's international identity by participating
in global economic networks. This will require that we create favourable condi-
tions for security and stability within our region. It also demands that we foster
institutions within BSEC that have the capacity to ensure continuity and consis-
tency in the implementation of our common projects.

It is our hope that we will be able to devise strategies and meet the rising chal-
lenges with a stronger and more capable regional organization that is able to set
for itself realistic targets and follow through with the implementation for the better
future of the nations of the Black Sea area.

41



TR LEPE T LEVIOEES A0 255 LTI VAN AT § R AT

Ean02at wugan s termud 21 of 28 llew 85 noitsoal gifgeiposn aii of 2dnsr]
& rittw gwiernolid esups nodiien 08 Jo 8o e aszesgmoone noipst D328 adl
4{19‘.-‘ B el rolgsy 0328 sl gmit amea erif 1A noitien 008 ner? owom 1o reitslugog
bng yiions ne 26 soneshiogmi dipateiz gl of sub inemisewnl Yol fangpsn svitoriHe
durt hogensd

nobfEheaane bos ygene lo emiser it ni sonetiogml priwoig 2t brioyes
Tearn nesd eyt et atosiowg eyulnusssing mbrod-eaem wism el vd beibodem
-Urrirtionsial fo enlail st ol D328 nidiiw roitmisgoos 1ot Binstodq isep 2 ssedi ba
1081 DR Eecnsioe esaniaud miuibem beg lleme snufivonns  maliuc! | anoilsoin
fo nonsieques isnamer pritsfifiogt ni isoing sy ags D3E9 alidwnssM asinoion
i anogeew o naifegiilowy adl rmeienst lsnoiizensint smio bezinspio QHT?ECi"ﬂO:)
lepaili ors gobicite! nemud 2puh bag ams 1l shet Bpelil aoitouniest 208
.rfm?sﬂgh'f‘

aril brisop feuc 2si8ld admsM & deielog It ab gzlissr of SIEE A
fluss aot foggest Bne nellzwgon 1o @sigionha s ol elsap ewint 2 noifssinamO
SINOrEs IEhogir yieves r bengrigneye ad lsum poiigiacool eeesinl 2 eiio
s A behoqoue brig Devissidd ed 12umt 21ea|ahg BoREes wait oliry .mer'i;:.pe
BET LNs yens 10 eblell arit rv 2avitsdint ad bluorle shneps &' 038 1o qof visy
assic wwdmeht DRSS o Ingmgolayeh erit ot eis sesol oo wen fevip | rofshog
B8 B O0INT ed lhw winveebite st of siowd yvisviialios boe yiisubivibn icd
WEMEANGS DR B2TE eaubov yang to elesteint el pnomwig songird sidenos
2ENTHUED

Erotissrspt snotamstrn serlie diw anofsist o fnemoolevely spzeaapoig sl
annstogril ey osge slndides ozls fzum slidwnssn stz brs
bouciong sl nevip noinld vsegotud el dtiw zooisler wio of newig ed bluor
s prinate gl eear shooidoo) Bluds B 2sosiunset alnms bits azitieges

se1s OdE8-ertt i #losiong

praleisined o yMnahi Eazitmaln @' 0E80 slomow laum sw ressl fon fud fasld
ALNOg atClFﬂL.Eu\-u:? SIS W BT eritps thiw 2inT  ahowian pimonoow sdol rd
Bio? sy T abinarEs Gas M onopey wo nifttiw willitiete trg yinwase 1ol gl

T4 ENEaGant oD stesns of 4 et DEEE mirthw znonutitan;

Fe@| g HeIITET T e nalstnsmasigr et o yon s

A0 TAlEn adf e Dnd esipalsde seivel o1 elgds eg i aw Bt sgor Tug e o
e of elds 2 et rodexinseio ISnpey 3itsges oM DrE Sunaid 5 rily ganne
rad st ot nodsinsmetnan 2 rifive rigiserHd A.u-!!o? prig grEmEt aueiiser Has ot




B ACK SEA ECONOMIC COOPERATION: FIFTEEN YEARS OF REGIONAL ACTIVITY (1992-2007}

Greece and the BSEC Organisation:
Committed for a Better Future

HE. Dora BAKOYANNIS
Minister for Foreign Affairs
 Hellenic Republic

~77=En years ago, the Heads of State and Government of eleven countries estab-
%724 the Organisation of the Black Sea Economic Co-operation (BSEC).'Aiihing
= 2roup countries which would multilaterally Co-operate to foster peace, security,
F=00y and prospetity, BSEC has gradually become a point of referen'ce_for the
=20on. Its strength lies in its ability to bring together countries with different histor-
~= trajectories, cultures,_ religions and customs. It has found common’ ground
“wards a peaceful and Prosperous future for the regio'h. This is, undoubtedly, a

=2t success. '

b &

=nce its establishment in 1992, considerable efforts have been made and steps
“=ve Deen taken in order to gradually introduce a functional, efficient and effective
“=tiutional framework. The goal was the enhancement of Co-operation at inter-
Zovernmental and inter-parfiamentary level, as well as in business and banking
s=ctors. In 1999, the adoption of the BSEC Charter transformed the intergovern-
—ental forum into a fully-fledged regional economic organisation, mandated to

==e politically and legally binding decisions for its Member States in a range of

“owever, every time one reaches a landmark - in this case 15 years — one pon-
=2rs on the accomplishments of the past, while also contemplating the challenges
of the future. The challenges of the 21+ century are numerous and forever shifting.
7 BSEC is to both face the challenges ahead and also use them to its advantage,
* must transform itself. To this end, Greece actively supports the Organisation’s
restructuring process, initiated by the Bucharest Statement. The BSEC
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Organisation must be reshaped and revamped into a more modern, flexible, and
efficient entity, which further promotes regional integration and economic growth.

Our commitment to both the Organisation and the citizens of all Member States
calls us to consider the Organisation’s future. To this end, some of the key issues,
which provide the backbone of an efficient and effective Organisation in the future,
have to be addressed. The Organisation should continue to be both a trustworthy
and useful point of reference for the region, as well as for its Member States’ citi-
zens.

Greece’s commitment to the BSEC Organisation

Although Greece is not a Black Sea littoral state, it has displayed, since the very
beginning, a strong commitment to the BSEC, on the basis of our people’s long-
standing historical and close relationship with the peoples of the region. For more
than three thousand years, Greeks have been trading, while deepening econom-
ic ties and promoting social as well as cultural interaction with the peoples of the
Black Sea region. Moreover, Greece's participation in BSEC was motivated by its
immediate geographic proximity to the countries of the Black Sea area and a need
to complement, through this regional economic Organisation, closer bilateral rela-
tions with the other participating Member States.

Throughout the Organisation’s 15 years of existence, Greece has paid particular
attention to the development of its structures and to the strengthening of its
regional and international identity and profile. Indeed, we are today the BSEC’s
first financial contributor. Two of its related bodies, namely the International Centre
for Black Sea Studies (ICBSS) and the Black Sea Trade and Development Bank
(BSTDB) are also located in Greece, respectively in Athens and Thessaloniki. We
spare no efforts to guarantee to these two institutions the necessary conditions,
so that they efficiently and effectively perform their duties and tasks. Besides, exer-
cising periodically the Chairmanship-in-Office, we also co-ordinate various BSEC
Working Groups, thus supporting in a concrete way the further development of
our multilateral co-operation.

Greece has also been committed to bringing the Organisation closer to the
European Union. Our efforts have greatly contributed towards making the wider
Black Sea area more visible to the EU institutions and the EU Member States.
Indeed, the Organisation is gradually becoming the EU’s main interlocutor in the
region. Hence, we strongly support the invitation extended to the EU to acquire
observer status with BSEC. In this respect, the recently adopted Communication
of the European Commission titled “Black Sea Synergy - A New Regional Co-
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= Greece is an active Supporter of the
“roanisation’s restructuring and transformation. Our recent proposals have been
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== STucture, similar to the budgets of other organisations. This new structure will

“=T0er. so that the BSEC Organisation becomes a recipient of Official
—=v=lopment Assistance. It will also be a decisive step towards attracting additio-
= miermnational funding for projects by observers and international donors,

~ “Us regard, our efforts must be channelled to the field of infrastructure. One of
7= major projects in this field, to which Greece is entirely committed, is the con-
sruction of the Black Sea Ring Highway. This project may, one day, change the

=werall picture of the area. Greece Supported it through the decision to finance the
~2nhway's Joint Permanent Technical Secretariat. This Secretariat, which is to be

A7, will provide the necessary expertise and other valuable services for the
"oper implementation of the project.

2w

‘i€ also wish to examine the possibility of transforming this Highway into a Pan
=uropean Corridor, enriching it with a “Black Sea Electrical Ring” and a “Black
>2z Optical Fibre Network.” Indeed, this proposal is part of the new concept of the
'SSEC Integrated Networks” which Greece intends to promote in the coming

~ooking ahead
e hope that the EU participation in the forthcoming 15® anniversary BSEC
Summit in Istanbul will inaugurate a new era between the two Sides. The forth-
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coming Summit will also allow the Heads of State or Government to endorse all of
the reforms which are necessary to prepare the Organisation for the future. These
reforms will need to be duly implemented. The institutional strengthening of the
Organisation must continue, taking due ‘account of the lessons learnt. Our com-
mon objective should be that the BSEC Organisation is at front stage on all issues
related-to the economic integration of our region. In-order to achieve this objec-
tive, it is of paramount importance that a strategic master plan be agreed upon.
Some of the elements of such a master plan, namely its institutional strengthen-
ing, its enhancement of relations with the EU and the implementation of regional
projects, have been already outlined. . : . Tulp

Nevertheless, in order to be “ahead of the game”; we must foresee new actions,
to the benefit of the overwhelming majority of our citizens, who expect the central
and local authorities to address a whole range of issues; which are directly or indi-
rectly related to the sustainable development of ourregion. We; as leaders, have
a duty to take into account their needs and wishes for a better future.
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' 'The Republic-of Moldova and the BSEC -

" HE. Andrei STRATAN

""" Deputy Prime Minister and Minister

of Foreign Affaits and European Integration
Republic of Moldova

"'fund and rapld changes are taking place in Europe. The eastern frontiers of
ne European Unlon have" reached the Black Sea. The determrnatron of the
pean Union to shape a renewed EU-BSEC mteractron will mtluenc:e both bilat-
and multilateral arrangements |n the Black Sea area. The Organlzatlon of the
cK Sea Economrc Cooperatron (BSEC) with |ts Iegal and mstrtutronal structures
well ptaced and fully equupped to transform the European mrtratl\res |nto con-
ste prorects ar‘id programmes for multrlateral ccoperatlon '

LI.I lll l

L oap

.l (A

~ z2imost 15 years of exrstence BSEC has become more visible and has dis-
~zyed a broad range  of activities durrng this perrod Today, reglonal cooperataon
~2s become more integrated, emerglng as an efficient mechanism which can con-
T oute to the achievement of the common goals of the Organization — turning the
E::C area |nto a region of peace stablllty and prosperity. Indeed, this idea,
=nshrined in the Istanbul Summit Declaratron on the Establrshment of the Black
Sea Eccnomtc Cooperatron and Iater in the BSEC Charter has gurded the BSEC
Wember States m thelr |nteracti0n and cooperatlon smce 1992 o 2k

The same rdea has dommated the prrorlties of the Hepubllc of Mo!dova |n its mul-
“izteral arrangements with the countries of the Black Sea area.'Moldova regards
e Black Sea region as an area where the principles of free international cooper-
=7on and partnership, democracy and market economy prevail. This will ensure
2t good- nelghbourly relations expansron of economlc cooperatron screntn‘rc
and cutturai tles make it attractwe to the European Unron '

' qurte obwous that the Black Sea area IS an rntegral part ct the European sys-

:‘""rectron to the huge potential and resources of Central Asia.’

SSEC countrles acknowtedge the fact that further cooperatlon on trade and devel-
coment in. the reglon must be Itnked toa renewed determrnat n_to promote an
=~hanced sense of stability in the' region. The economic development of the BSEC

47



BLACK SEA ECONOMIC COOPERATION: FIFTEEN YEARS OF REGIONAL ACTIVITY (1992-2007)

countries must certainly be accompanied by the political resolution of unresolved
conflict situations. A stable political environment promotes economic growth by
creating conditions that allow trade to be free, labour to move freely, currencies to
remain stable, credit to become available and foreign investments to flow in.
These attributes of economic development are unlikely to occur wherever political
conflicts dominate everything else.

There are certain strategic developments in the Black Sea area that should focus
the attention of policy-makers, analysts and experts from the European continent.

Energy development and its secure transit to Europe are critical for European
countries. Oil production and transportation, construction of a network of gas
pipelines to Europe will undoubtedly diversify the energy supply to the old conti-
nent. The project of interconnection of electric power systems of the BSEC
Member States, if implemented, will lead to the creation of a huge energy market
and will eliminate the imbalances of energy supplies. These developments are
already impacting and altering the landscape both strategically and economically
in and around the entire region. Thus, the unique transit potential and the energy
resources of this wider geographical area may become an important “guarantor”
of Europe’s energy security in the years ahead.

The whole system of transport corridors will eventually bring the Black Sea area
closer to Europe, making this cooperation mutually beneficial. Two strategically
important projects have been launched within BSEC: the development of the
motorways of the sea in the BSEC region and coordinated development of the
Black Sea ring highway. The Republic of Moldova signed, alongside other BSEC
Member States, the respective Memoranda of Understanding on the implementa-
tion of these projects at the recent ministerial meeting in Belgrade on 19 April
2007.

The network improvements, alongside with the energy developments, will be not
only instrumental for enhancing the Black Sea region’s natural advantages as a
genuine transit area, but would also promote social cohesion and balanced
regional growth, strengthening dramatically the security and sustainable develop-
ment dimensions for the entire region, thus making European communities con-
siderably safer and more secure.

The process of fashioning ties to Europe is inevitable and inescapable for the
entire region. Recently, two more BSEC member states entered the EU family.
Their full membership will obviously strengthen the linkage between BSEC and
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EU. Their role is important, their approach shall be to help and assist the estab-
lished relations of BSEC and EU countries.

Both BSEC and EU have a mutual interest in developing a meaningful relationship
and in establishing a functional mechanism for the implementation of agreed proj-
ects and activities at a regional level. In the BSEC-EU relations, regional coopera-
tion in the BSEC area shall be complementary to the existing bilateral arrange-
ments and agreements and shall comprise all BSEC Member States. BSEC must
be seen in Brussels as an essential partner in the implementation of the European
Neighbourhood Policy that can help deliver the relationship and programmes it
requires to be effective from the EU perspective.

At the same time, the Europeans need to accept that the BSEC region is Europe’s
new south-eastern border. Thus both sides have strong interests in safeguarding
the movement of some goods, preventing the movement of others, and maintain-
inga productive dialogue in order 10 ensure overall stability.

The forthcoming summit of the heads of state of the BSEC Member States in June
2007 scheduled to mark the 15" anniversary of the Organization will restate the
political will of the BSEC countries to advance the mechanism of cooperation in
the region and supposedly will identify new dimensions for interaction among the
Member States. Itis also expected thata strategic partnership petween BSEC and
EU will be forged at the highest level.

The Republic of Moldova attaches high importance and special attention to the
process of cooperation in the Black Sea area. It supports the recent developments
and initiatives launched within the BSEC in major fields of cooperation, particular
interest being focused on transport projects. It is of paramount importance that the
European Union restates its policy towards the Black Sea area, and particularly in
respect of BSEC, as the EU porders moved south-east, BSEC being the only
regional organization in the area with an established identity and a well-function-
ing intergovemmental mechanism.

The recent Communication of the European Commission to the Council and
European Parliament is intended as a flexible framework to ensure greater coher-
ence and policy guidance. The approach of the Commission 0 the “frozen” con-
flicts in the areais underlined, advocating a more active EU role through increased
political involvement in the ongoing efforts to address these conflicts. The
Commission realized that special attention must be paid to promoting confidence-
building measures in the regions affected, including cooperation programmes
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specifically designed to bring the otherwise divided parties together.

The Black Sea Region and BSEC as an Organization have a unique perspective
and location. Recent political, economic and security-related developments
require our European partners to pay more precise and adequate attention to the
regional process. At the same time, the BSEC countries need to use this unique-
ness to build a distinctive BSEC approach, alongside with other Black Sea initia-
tives and formats, one that fully coincides with European values and aspirations.
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The BSEC at Its Fifteenth Anniversary

H.E. Adrian CIOROIANU
Minister of Foreign Affairs
Romania

= Black Sea region lies at the heart of Romania’s foreign policy objectives. Our
:_—t.'y strongly believes that the economic dimension has an important role in
Slack Sea cooperation processes. The overriding theme of our involvement
““““ een and will continue to be full-fledged participation in economic projects
fhach have an impact on democracy, security and stability in the whole Black Sea
Zr=z ?he common denominator of Romania’s efforts is to enhance regional capa-
~'es aimed at revitalizing cooperation, achieving concrete results, countering

==ymmetric risks and contributing to processes of confidence building in the

=omania’s geo-strategic position on the Danube river, the Danube Delta and the
=acx Sea, in a region adjacent to the Mediterranean area, the Middle East and
—=ntral Asia, significant democratic changes in various Black Sea riparian states,
~= =conomic potential of the region (especially as a transit area or source for oil
#7C natural gas), the diversity of cultural, religious and social traditions are all rel-

=21t parameters in the complex undertaking of designing our contribution to
“ooperation in this region.

C was among the first initiatives launched in the Black Sea region in a trou-
geopolitical environment marked both by expectations and concerns. On 25
= 1992, the heads of state and government of eleven countries — Albania,
menia, Azerbaijan, Bulgaria, Georgia, Greece, Republic of Moldova, Romania,
sssia, Turkey and Ukraine) — signed the Istanbul Declaration and launched the
2cx Sea Economic Cooperation (BSEC) Initiative. With the entry into force of its
narter, on 1 May 1999, BSEC became a full-fledged regional economic organi-
z=ton. With the accession of Serbia, in April 2004, our Organization diversified.

Ly oL .Iir

2 our economic priorities must remain steadfast, our techniques should deve-
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lop likewise. BSEC may be perceived as a laboratory of ideas and instrument:
designed to generate effective ways of cooperation. We have to continue foster
ing the economic development of our region, implementing the results of progres:
achieved in the process of major development projects.

Transport and energy have a beneficial impact for the entire region and beyond
This is why our cooperation in developing viable transportation corridors to com
plement the already existing European Transportation Network is essential. Thus
we can prove that, in spite of the political challenges this area is facing, we are
able to work together in a pragmatic manner.

So far, the results have shown that there is a lot of potential for cooperation, giver
there is enough political will and readiness to build on the previous achievement:
while looking towards the upcoming challenges. We all have to be proud of ou
work and what it stands for and value the expertise gained so far in further enhanc
ing and consolidating regional cooperation.

As much as we acknowledge our successes, we recognize there are also short
comings in BSEC which impede the development potential of the region. These
weaknesses can be found in the lack of fast and flexible response to particula
political and security issues. An important set of themes in this regard are the
asymmetrical risks: organized crime, illegal trafficking, terrorism and “frozen con
flicts”. These may be perceived as obstacles to the substance and prospects o
our cooperation.

In this context, BSEC has to adapt and adjust its structure and rules of procedure
to better respond to the real needs of its Member States and to the new develop
ments pertaining to the Black Sea regional cooperation in order to increase its effi
ciency and sustainability.

The need for reform is not a particularity of BSEC. Major regional and globa
changes affecting most international organizations have demonstrated the neec
to engage in reform processes. The most common example is that of the UN
where the reform of the main institutions and mechanisms has been an essentia
topic on the agenda for the past years. At BSEC, enhancing the authority of the
Secretary General as a political representative of the Organization, extending the
majority vote and introducing a prioritization into our activities are only a few
examples that could help increase the effectiveness of the Organization and its
visibility at international level. Romania will continue to plead for the in-depth
reform of the BSEC.
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We are convinced that, after 15 years of BSEC existence, it is high time for us to
take the Organization ahead into a more consolidated and mature phase. In the
new strategic context, BSEC members will have to figure out answers to relevant
issues. The future of BSEC and the concrete actions that must be undertaken to
make it more efficient should be our key concerns. The economical profile of
BSEC is a clear proof in this respect: the region is becoming internationally rele-
vant, not least due to its rich natural and human resources and enormous eco-
nomic potential. With an annual rate of GDP growth of about 6% in the last five
years, the Black Sea area became the second fastest growing region globally and
a major attraction for foreign partners.

These developments have not gone unnoticed. The European Union has acknowl-
edged the importance of a safe and stable Black Sea region as an important pre-
requisite for European security. The latest Communication of the European
Commission, entitled “Black Sea Synergy”, demonstrates the need to pay more
attention to integrating diversity and ensuring social cohesion in our cities and
communities in the context of promoting an all-inclusive, non-discriminative and
result-oriented approach in our region.

As the “Black Sea Synergy” points out, our approach should remain holistic and
cross-dimensional. We need to ensure internal cohesion in our Organization. We
need to continue our close cooperation between all Member States and BSEC
Institutions, thus projecting our joint engagement even further.

Fostering cooperation among the countries of the region, especially in relevant
economic fields such as transportation, infrastructure, energy, communications,
trade, agriculture, environment, science and technology, tourism and health care
is clearly a shared objective of both BSEC and EU. The accession of our country
to the European Union will enable Romania to bring a new impulse to the cooper-
ation between these two organizations. In addition, at the EU level, it is acknowl-
edged that any contribution to the programmes and projects of development in
this region is an investment in the future security, stability and prosperity of the
European continent.

As Romania has acknowledged before, we are also facing a trap — while the
Organization covers more and more fields of cooperation, we may lose focus on
making it more efficient and effective. Therefore, an objective assessment of the
Organization’s priorities and the adjustment of its resources accordingly are
needed.
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In order to succeed, we need to continue furthering the economic development of
our region and implementing the results of progress achieved in the process of
major development projects. One good example is developing projects in the field
of transport and energy, with a beneficial impact for the entire region and beyond.
The cooperation in developing viable transportation corridors is essential and will
help BSEC countries overcome their well-known differences in order to gradually
establish a space of enhanced regional cooperation, open to exira-regional
actors.

Major infrastructure projects such as the Black Sea Ring Highway and the
Motorways of the Sea are important steps. Let us not forget that they are the first
ones and it is up to us to turn them into real success stories. These are the argu-
ments which enable us to be optimistic regarding the future of BSEC and of the
whole Black Sea region in the years to come.

Since any anniversary is a moment of stock-taking and planning, Romania con-
siders that the future work of the BSEC should be founded on the following:

® The Black Sea region is increasingly becoming relevant on the internation-
al scene due to its rich natural and human resources and enormous eco-
nomic potential.

¢ The new European Neighbourhood Policy (ENP) creates unique opportuni-
ties for successful development of BSEC-EU cooperation. It is now up to us
to identify the proper modalities for making efficient use of this unique
opportunity.

e Despite their well-known differences, the BSEC countries have many times
proved their determination to gradually establish a space of enhanced
regional cooperation in the Black Sea region, open to extra-regional actors,
countries and international organizations alike. We should continue to vig-
orously build on these efforts.

e Still, a more project-oriented approach is needed. Major infrastructure proj-
ects are important steps in our cooperation and what was already initiated
needs to be implemented.

¢ The increasing number of countries and organizations showing a clear
interest for BSEC demonstrates the importance of our region. Among the
countries which are interested to cooperate with BSEC are the UK, US,
Japan, Israel and even China.

e Accelerate the economic and political reforms with special emphasis on
promoting democracy, good governance, rule of law and fundamental free-
doms. A special attention should be paid to creating a conducive, transpar-
ent and more secure business environment.
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= we celebrate the 15 years since the Istanbul Declaration was signed and the
==C Economic Cooperation Initiative was launched, we have good reasons to
~="=ve that considerable progress will be achieved, given the fact that enough
cootical will has been amassed. Romania will do its outmost to make its contribu-
~on toward turning the Black Sea region into a stable, democratic and prosperous
=z with a clear Euro-Atlantic perspective. Let us work together and prove, by the
~wer of facts, that BSEC is and will remain a representative and effective instru-
=nt of mutually beneficial cooperation in a region deeply connected to the
=_ropean and globalized world.
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Russia — BSEC: Forward-looking Cooperation

H.E. Sergey LAVROV
Minister of Foreign Affairs
Russian Federation

For many centuries, the Black Sea region has been an area of vital interests to
Russia. Russia, in its turn, has always remained a key partner for the countries of
the region. We are tied together by common history, overlapping economic and
security interests, traditionally strong human and cultural ties and booming tourist
industry. As elsewhere along its borders, Russia has fostered good-neighbourly
relations with the region and facilitated the development of mutually beneficial
trade. The Black Sea countries currently account for 15 percent of Russia’s total
trade.

Russia co-sponsored the Summit Declaration on the Black Sea Economic
Cooperation and the Bosphorus Statement, which were adopted at summit level
on 25 June 1992, ushering in the current stage of regional development. This date
has been celebrated as the BSEC Day since 2004.

Over the past years, the BSEC has become a full-fledged regional organization
with operational multi-sectoral cooperation mechanisms. In conjunction with our
partners, we have sought to make this cooperation goal-oriented, focusing on the
implementation of joint projects aimed at improving people’s lives. To this end, we
have actively used our Chairmanship of the BSEC.

During the first Russian Chairmanship in 1996, we sought to strengthen the insti-
tutional, legal and financial infrastructure of the Organization. Four years later,
Russia actively promoted the adoption of the BSEC Economic Agenda for the
Future, which became its first comprehensive long-term policy document. During
our third Chairmanship, from May to October 2006, we sought to increase the
impact of the BSEC activities on the economies of the BSEC Member States and
to identify joint priority projects. These issues were discussed in the framework of
60 multilateral events organized by the Russian Chairmanship, which included
ministerial meetings on emergency situations, transport, energy, communication
and information technologies, meetings of working groups, workshops and round
tables.
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Agreement was reached on a draft Memorandum for coordinated development of
national road networks, prepared by Russian experts. Its adoption laid the basis
for setting in motion the Black Sea Ring Highway project as part of the Black Sea
Transport Corridor Concept.

Our Chairmanship also led to finding a common ground with regard to implement-
ing President Vladimir V. Putin’s initiative aimed at re-establishing passenger/ferry
service between Black Sea ports. The Ministry of Transport of Russia will submit
to the BSEC an application to carry out a feasibility study for this project in the
near future.

The Memorandum on Multilateral Cooperation in the Field of Postal Service was
signed on our initiative. Russia’s draft agreement on cooperation in the field of
health protection in the territories of the BSEC Member States was brought to the
attention of the Organization for further discussion.

Work has been going on to establish a joint database on energy strategies devel-
oped by the countries of the region. Together with our partners, we are making
arrangements to produce a synthesis of those strategies and to hold a conference
on the compatibility of national approaches. We expect that, as the electric ener-
gy systems of the countries of Europe, on the one hand, and those of the CIS and
the Baltic area, on the other, get synchronized, new prospects will open for the
Black Sea Electricity Ring project proposed by Russia a while ago.

The ways of strengthening cooperation in fighting international terrorism and
organized crime, responding to emergencies and natural and man-made disas-
ters, combating dangerous infectious diseases, as well as in the fields of commu-
nications, public health, education, tourism, science and technology have been
discussed at expert level.

An Interagency Commission on BSEC has been established in Russia, involving
representatives not only from the Ministry of Foreign Affairs but also from the
Ministry of Transport, Ministry of Industry and Energy, Ministry for Civil Defence,
Emergencies and Elimination of the Consequences of Natural Disasters, Ministry
of the Interior, etc. Its goal is to achieve a higher level of interdepartmental coor-
dination. The first meeting of the Commission took place in December last year.

Our priorities for the future include enhancing the integration of regional energy
markets, establishing cooperation in the field of physical safety of energy facilities,
strengthening the environmental component of the energy industry and imple-
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TETEna the programme of switching from the use of gasoline to natural gas in the
“uomotive transport. We are now in the process of coordinating our approaches
© 7= 2rea, and we hope to sign relevant agreements in the near future.

- oolicy is to involve in the BSEC activities the constituent entities of the Russian

“=cerzton, in particular Krasnodar and Stavropol regions and Rostov district: we
= mizrested in launching full-scale cooperation among regions of the Member

(]

“==2n parliamentarians make their own contribution to strengthening the BSEC
#=mes. Our country hosted three sessions of the supreme body of the Parliamen-
@7y ~ssembly of the BSEC, its General Assembly. At the regular PABSEC meeting
"= ‘ast November in Baku, we were actively engaged in discussing such issues

“creasing the effectiveness of the Organization, using alternative energy re-
“ources, strengthening the legal framework for the protection of intellectual pro-
“=7y ngnts and addressing the negative effects of globalization with a view to pre-
s=rvng cultural diversity in the modern world.

—~

| L)

~ e whole, we are satisfied with the results achieved by the Black Sea Trade
"= Development Bank. To date, it has signed $707 million worth of loan agree-
=7s. with Russia accounting for $106 million. These funds are used to imple-
T=7F ten expert crediting projects involving such Russian companies as JSC

==verstal, ALROSA Co. LTD., JSC TolyattiAzot, etc.

|1

= 2opreciate the support that our partners have given to the Russian proposal
= =nannel the resources of the BSEC Project Development Fund, however small
7=y might still be, toward implementing high-impact projects in the real sector.

“.ssian experts are taking part in drafting the framework document on coopera-
o7 Detween the BSEC and the European Union. We expect it to be adopted by
= 2nd of this year.

“7= BSEC is now reaching its maturity. Its fifteenth anniversary provides a suitable
“ooortunity to draw interim conclusions and make plans for the future by building

= wnat has been achieved. Provided that the current policy is pursued in the
“ure. the prospects for the BSEC look promising. Our common task is to make
= Organization more effective and capable of seeking and finding appropriate
“=ys 1o deal with the most pressing issues on the regional agenda. This would be
7= Dest response to the repeated attempts of certain countries, including those

“.7side the region, to establish structures that would duplicate or even substitute
™e BSEC.
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menting the programme of switching from the use of gasoline to natural gas in the
automotive transport. We are now in the process of coordinating our approaches
in this area, and we hope to sign relevant agreements in the near future.

Our policy is to involve in the BSEC activities the constituent entities of the Russian
Federation, in particular Krasnodar and Stavropol regions and Rostov district; we
are interested in launching full-scale cooperation among regions of the Member
States.

Russian parliamentarians make their own contribution to strengthening the BSEC
activities. Our country hosted three sessions of the supreme body of the Parliamen-
tary Assembly of the BSEC, its General Assembly. At the regular PABSEC meeting
held last November in Baku, we were actively engaged in discussing such issues
as increasing the effectiveness of the Organization, using alternative energy re-
sources, strengthening the legal framework for the protection of intellectual pro-
perty rights and addressing the negative effects of globalization with a view to pre-
serving cultural diversity in the modern world.

On the whole, we are satisfied with the results achieved by the Black Sea Trade
and Development Bank. To date, it has signed $707 million worth of loan agree-
ments, with Russia accounting for $106 million. These funds are used to imple-
ment ten expert crediting projects involving such Russian companies as JSC
Severstal, ALROSA Co. LTD., JSC TolyattiAzot, etc.

We appreciate the support that our partners have given to the Russian proposal
to channel the resources of the BSEC Project Development Fund, however small
they might still be, toward implementing high-impact projects in the real sector.

Russian experts are taking part in drafting the framework document on coopera-
tion between the BSEC and the European Union. We expect it to be adopted by
the end of this year.

The BSEC is now reaching its maturity. Its fifteenth anniversary provides a suitable
opportunity to draw interim conclusions and make plans for the future by building
on what has been achieved. Provided that the current policy is pursued in the
future, the prospects for the BSEC look promising. Our common task is to make
the Organization more effective and capable of seeking and finding appropriate
ways to deal with the most pressing issues on the regional agenda. This would be
the best response to the repeated attempts of certain countries, including those
outside the region, to establish structures that would duplicate or even substitute
the BSEC.
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For its part, Russia is willing to continue to fully support closer interaction within
the BSEC for the benefit of the countries and the peoples of the Black Sea region.
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Serbia and the BSEC

H.E. Vuk DRASKOVIC
Minister of Foreign Affairs
Republic of Serbia

The Republic of Serbia held its first rotating Chairmanship of the Organization of
the Black Sea Economic Cooperation (BSEC) from 1 November 2006 to 30 April
2007. As the most recent member of the Organization, it has endeavoured, from
the very outset, to make an active contribution to the strengthening of relations
between the Member States and to the implementation of the BSEC goals and
objectives. It was guided by this imperative in identifying activities and areas of
cooperation. It has paid particular attention to them during its six-month
Chairmanship, confident that the work and the results of the relevant BSEC
Working Groups will best promote the BSEC and make more visible the benefits
of this cooperation.

The Republic of Serbia is convinced that the BSEC has the capacity to contribute
to both the enhancement and the development of regional cooperation. That is
why it has focused its priorities on addressing the current issues and on strength-
ening ties among the BSEC Member States and their citizens in the economic,
transport, cultural and other areas. With an eye to the future, it has focused in par-
ticular on youth education and protection of the environment.

Serbia became a BSEC member precisely at the time of its growing importance,
both regionally and globally. Therefore, the focus of its Chairmanship has been on
its own contribution to the strengthening of the BSEC's role in the international
community. In view of the fact that two BSEC Member States, Bulgaria and
Romania, joined the European Union during the Serbian Chairmanship of BSEC
and in view of the activities undertaken by Greece towards the establishment of
BSEC-EU cooperation, the Republic of Serbia actively supports the efforts of
Greece, as well as those of Bulgaria and Romania, aimed at the establishment,
institutionalization and strengthening of cooperation between the BSEC and the
European Union. In this context, Serbia believes that it is up to the EU Member
States having Observer status with the BSEC to clearly define the modalities of
BSEC-EU cooperation and their common approach, and to ensure significant
support to that end. This cooperation could take the form of technical assistance,
joint activities and projects, as well as through regional projects in many areas
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including transport and energy networks, home affairs, economic cooperation and
trade, good governance (democratization, training programmes, student
exchange programmes), environmental protection and sustainable development.

A growing threat is being posed by organized crime and terrorism, since the activ-
ities of crime-related factors contribute to increasing stratification and poverty
among the population, degradation of moral norms and social values and, conse-
quently, to the destabilization of society as a whole. Thus, the fight against organ-
ized crime is included in the priorities of all countries, and cooperation in this field
can bring multiple benefits. The more S0 as organized crime does not know or rec-
ognize country borders. A desirable avenue towards more effective crime control
lies in the implementation of institutional reforms, adoption of relevant legislation
and improved regional cooperation, including direct contacts between the police
authorities of the Member States and exchange of experience. Furthermore, ter-
rorism also poses a serious threat to stability and security in the world at large, our
region included; the effects thereof mostly affect innocent citizens, who are most
frequently the victims of terrorist acts. Cooperation in this area requires the estab-
lishment and development of cooperation with the EU bodies responsible for
action against organized crime and terrorism.

Promotion of cooperation among the BSEC Member States involves, above all,
the development of all types of communication and promotion of contacts amongd
people at all levels. The Republic of Serbia believes that the development of trans-
port and its infrastructure can produce results beneficial to all Member States, and
supports the initiatives aimed at faster interlinking the countries in the region. This
will provide prerequisites for the implementation of other BSEC priorities, encour-
age human contacts, strengthen the potential for tourism, facilitate trade and
underpin economic and industrial cooperation.

The construction of modern transport routes certainly encourages contacts
among populations, contributes to their better understanding and increases the
interest of investors. Therefore, it is very important that the Memorandum of
Understanding on the Coordinated Development of the Black Sea Ring Highway
and the Memorandum of Understanding on the Motorways of the Sea in the Black
Sea Region were signed in Belgrade on 19 May, and that their implementation can
now start.

Investments in tourism also have a significant impact: they create new jobs and
encourage the development of local communities. The benefits are reflected in a
facilitated movement of people and cultural interaction, and improved knowledge
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and understanding of each other. However, such sustainable tourism should aim
at having the least adverse effect on the environment and local culture, on the one
hand, and at increased earnings and creation of new jobs, on the other. More con-
tacts and better knowledge among people will help promote artistic and cultural
values, and contribute to the understanding and appreciation of cultural heritage
and traditions. This will encourage cooperation among artists and cultural promot-
ers, as well as raise the awareness of the need to protect cultural monuments and
preserve cultural heritage, but will also thwart the attempts at distorting, even obilit-
erating historical facts about the life, creativity and achievements of nations in par-
ticular territories.

Bearing in mind the position of Serbia in the Black Sea region, | wish to empha-
size the importance and the role of the Danube, our natural link with the Black Sea,
which is the transportation, commercial and developmental artery of the region
having the potential to stimulate the development of transport, trade, tourism and
services and to atiract investments in these and other sectors of the economy.
Aspects of particular importance are further expansion of river shipping network
and building of adequate infrastructure, as well as the promotion of systems of
combined transport, which should encourage investment in the region and ensure
a solid basis for stable economic growth. It is therefore necessary to use all the
potential of the Danube. | also wish to recall that the Republic of Serbia hosted the
Third Ministerial Conference of the Danube Cooperation Process held on the eve
of the meeting of the BSEC Foreign Ministers Council in April 2007.

The Republic of Serbia believes that an imperative requirement for all BSEC
Member States should also be responsibility for the future; activities in education
should continue to be in the spotlight. By defining the priorities of its Chairmanship
of the Organization, apart from its other activities, the Republic of Serbia decided
to initiate the establishment of closer relations among diplomatic academies of the
BSEC countries, thus completing similar initiatives already existing at bilateral
level. We are convinced that the education of young professionals, based on the
same or similar principles, can significantly contribute to better communication in
the region and successful cooperation in the future. That is why the Republic of
Serbia organized the first formal meeting of the representatives of diplomatic
academies of the BSEC Member States held in Belgrade on 30 and 31 January
2007. The meeting confirmed the existence of such an interest in all countries and
resulted in the adoption of the Memorandum of Understanding on Cooperation
among diplomatic academies. Next to this, our priority task should be the estab-
lishment of close relations among diplomatic academies with a view to contribut-
ing to a better understanding of our students, the future participants in the multi-
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lateral processes in the region. This cooperation should include the exchange of
lecturers and students, establishment of regular electronic communication as well
as the definition and implementation of joint projects.

The Republic of Serbia, being aware of the upcoming challenges as well as of our
common responsibility with regard to the future, decided to place the encourage-
ment of environmental cooperation among its Chairmanship priorities. It is
extremely important that awareness about the state of the environment becomes
part of everyday activities, from governments to elementary schools, and that the
broadest possible segments of the population take part in these activities,
because the responsibility for the protection of the environment rests with all of us.
The Republic of Serbia will host the Sixth Ministerial Conference “The Environment
for Europe” in Belgrade from 10 to 12 October 2007, where further steps for
improved environmental protection and sustainable development will be dis-
cussed.

The Republic of Serbia considers that all Member States should make additional
efforts to increase the efficiency of the Organization. Such efficiency could be
ensured through higher agreement on all crucial BSEC issues, overcoming poten-
tial disagreements and focusing on projects of common interest, as well as by a
greater engagement of Observer countries. It is also necessary to involve relevant
institutes, scientific institutions and non-governmental organizations in the
process of developing common projects and to use all other available resources
to implement them. This would help intensify cooperation among the BSEC
Member States and thus contribute to the promotion of BSEC as a regional inter-
national organization the purpose of which is to improve the economic situation in
the Members States and the entire region.

| would like to point out in particular that, during the Serbian Chairmanship, the
process of BSEC reforms that has been going on with some interruptions since
2004, has been completed. The Republic of Serbia has come to recognize that all
BSEC countries share a common vision of the profile of the Organization in the
future and that they are ready to adopt a reform package. Accordingly, an infor-
mal meeting of the BSEC Committee of Senior Officials was held in Belgrade on
5 and 6 February 2007. It adopted important decisions concerning the BSEC deci-
sion-making process, which marked a significant step forward towards creating a
more efficient Organization. Furthermore, Serbia sees continuity in the implemen-
tation of proposals and initiatives not only as an important tool in increasing
BSEC’s effectiveness but also as a guiding principle when assuming the
Chairmanship and the responsibilities that it entails. By adhering to this principle,
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each Member State holding the Chairmanship should be encouraged to con-
tribute to the implementation of the ongoing proposals and projects and to make
new, long-term proposals. In other words, Serbia considers that BSEC should pri-
marily be a project-oriented organization. In this context, it is necessary to ensure
greater understanding and assistance not only of BSEC related bodies, i.e. the
Trade and Development Bank and the Business Council in particular, but also of
other financial institutions and business organizations.

At the end of its first Chairmanship of the BSEC, the Republic of Serbia remains
even more committed to the BSEC goals and objectives and it stands ready to
made additional efforts aimed at further strengthening the Organization of the
Black Sea Economic Cooperation.

However, South Eastern Europe faces another outstanding issue on the success-
ful settlement of which hinges the destiny and future of the Republic of Serbia and
the entire region as well. The Special Envoy of the Secretary General of the United
Nations, Mr. Martti Antisaari, submitted to the UN Security Council a proposal that
Kosovo and Metohija (an autonomous province of the Republic of Serbia admin-
istered by the United Nations since June 1999) be accorded the status of an inter-
national sovereign State. By making such a proposal, Mr. Ahtisaari has over-
stepped the mandate given to him by the UN Secretary General, because he had
been mandated to propose a new status for Kosovo and not a new status of the
internationally recognized State of Serbia by creating on its territory a new sover-
eign State, against its will and in breach of the UN Charter.

In the name of one of the fundamental principles of the United Nations to guaran-
tee territorial integrity to the internationally recognized States, | urge that no sup-
port be given to the adoption of a resolution or any other document on forcibly
changing the existing internationally recognized borders of the Republic of Serbia,
a founding member of the United Nations.

The Republic of Serbia has no intention to rule over Kosovo and it completely
accepts the will of the Albanian majority to govern this territory independently. On
its part, the Republic of Serbia requests two things only: firstly, that its internation-
ally recognized borders be not changed and secondly, that the rights of Serbs be
guaranteed as well as the Serbian religious, historical and cultural heritage in
Kosovo. Regarding all the rest of other than these two things, Serbia invests in
compromise, stability and a common European future. Compromise is also one of
the guiding principles of the international Contact Group for the status of Kosovo.
An independent Kosovo and a forcible disintegration of an internationally recog-
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nized State can in no circumstances be regarded as a compromise.

Kosovo cannot be declared either as a “unique case”, because this would also
mean that Serbia is a unique State whose territorial integrity is not guaranteed by
the United Nations Charter. It is true only that a violation of the integrity of the State
of Serbia would create a dangerous precedent resulting in the break-up of the ter-
ritorial integrity of many other States.

I call for support to the United Nations Charter and the principle that the law
should be a source of power for the United Nations, and that force cannot be the
source of law. The law is precisely the source of the will of the citizens of the
Republic of Serbia not to accept violence against the law and its own State.
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The Parliamentary Dimension of the
Black Sea Regional Cooperation

Georgi PIRINSKI

President

Parliamentary Assembly of the

Organization of the Black Sea Economic Cooperation (PABSEC)

The role of parliamentary diplomacy in enhancing international relations has sub-
stantially increased during the past decade. Regional interparliamentary organiza-
tions have rightfully occupied an important place among the institutions of world
politics. In the contemporary world, the parliamentary component of interstate
relations has become an increasingly significant factor in addressing topical prob-
lems in the areas of security, stability, democracy and sustainable social and eco-
nomic development.

Established in 1993 as a Parliamentary Dimension of the Black Sea Economic Coop-
eration (BSEC), the PABSEC proved to be an effective forum for inter-parliamentary
dialogue in the Black Sea region. With a membership of 76 parliamentarians repre-
senting the national parliaments of the twelve BSEC Member States, the PABSEC fa-
cilitates the mobilization of efforts by the national parliaments aimed at promoting
democratic values, rule of law, pluralistic society and market economy. The main ob-
jective of the PABSEC is to provide assistance to the national parliaments in enact-
ing the laws that are necessary for the implementation of the projects elaborated with-
in the framework of the Organisation of the BSEC and to establish the legislative foun-
dation for successful multilateral economic, political and cultural cooperation in the
region.

The discussion of issues regarding regional economic cooperation complements
to a large extent the bilateral relations between States. Meetings in a regional for-
mat in the PABSEC framework secure regular contacts at parliamentary level
between States that may not have diplomatic relations. This helps to clarify posi-
tions regarding a number of interstate relations and to enhance an atmosphere of
trust among the Member States of our Organization, which is very specific in its
composition. As a whole, the PABSEC promotes a new understanding of partner-
ship, overcoming the tendencies of technocratic governance in some countries
that undermine the role of parliaments.
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Today, PABSEC is a dynamic democratic forum for dialogue and cooperation at
inter-parliamentary level, as well as an important communication channel among
governmental institutions and the peoples of the region through their elected rep-
resentatives. Interaction among and between the national parliaments in the
PABSEC framework paves the way towards bringing countries together, strength-
ens parliamentary diplomacy and gradually builds an atmosphere of cooperation,
trust and stability in the region.

Multilateral economic cooperation and the challenges of sustainable develop-
ment take priority in the agenda of the Assembly. The PABSEC has considered
the main aspects of regional economic cooperation and has elaborated relevant
recommendations on reaching a higher degree of integration of the BSEC region
into the European and world economy. The recommendations of the Assembly in
the sphere of transport, energy, agriculture, tourism, liberalization of trade and
facilitation of customs procedures, attraction and protection of investments,
establishment of a regional stock-exchange, development and protection of small
and medium enterprises in the region, as well as fight against economic crimes
represent only a part of the efforts by the Assembly in this direction. Parallel to
these activities, the Assembly has organized important inter-parliamentary gath-
erings on topical economic issues - the First Inter-Parliamentary Conference on
the Environmental Protection of the Black Sea in 1996; the Seminar on Transport
Technology and Integration of Europe in 1998; the Seminar on Fostering
Cooperation on SMEs and its Legal Framework in the Black Sea Region in 1998;
the Seminar on Industry and Trade in 1999; and the Seminar on Sustainable
Development in the 21 Century in 2004.

Given the important role of transport in ensuring sustainable development in the
Black Sea region, and in the light of the activities and projects of the BSEC in the
sphere of fransport, the PABSEC pays considerable attention to large-scale struc-
tural and institutional reforms in the transport system in the BSEC region, as well
as to the development of relevant contacts with Trans-European and Pan-
European networks and Central Asian countries. At the 26th Plenary Session of
the PABSEC General Assembly in 2005 the Recommendation on “Development of
transport infrastructure in the Black Sea region” was adopted calling upon the
BSEC Member States to further their efforts on connecting the Black Sea region
with Trans-European and Pan-European networks.

Taking into account the fact that energy is one of the main priorities determined in
the BSEC Economic Agenda, the PABSEC discussed in 20083 the issue of coop-
eration in the field of energy and adopted a relevant report and recommendation
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oroviding a framework for improving coordination in the field of energy and inter-
zction among the BSEC Member States. In addition to these undertakings, in
2005 the Assembly discussed issues regarding energy resources and aspects of
the oil crisis, transportation of resources from the Caspian Sea, the problem of
nuclear energy use and environmental protection, as well as issues concerning
-=newable energy resources at the Seminar on Energy and Environment jointly
rganized with the National Assembly of the French Republic. At the 28th Plenary
ession of the General Assembly in Baky, in November 2006, the
ecommendation on “Alternative Energy Sources and their Possible Application
n the Black Sea Region” was adopted stressing the necessity to create a fully
—ompetitive internal energy markets and to enhance cooperation among the
SSEC Member States in the development of alternative energy sources.

b o

—aving focused its activities on high-priority economic issues, the Assembly also
ddresses the problems of democracy and the rule of law. As declared in the
osphorus Statement and acknowledged at the BSEC Summit in June 1992, the
main idea of a “new partnership among the Black Sea countries inspired by the
zlues of democracy, rule of law and respect for human rights” guides the whole
2SEC process, which is constantly supported by the national parliaments and the
2zarliamentary Assembily. In this respect, PABSEC adopted the Recommendations
on “Strengthening the Rule of Law in the Black Sea Countries” and on
‘Cooperation among the PABSEC Member Countries in Strengthening Good
Sovernance”, where it stressed the significance of parliamentary diplomacy, free
=ections and separation of power as the most important instruments for the devel-
coment of a common legal basis, thus paving the way towards a new type of rela-
“onship among the countries in the region.

fonitoring elections is an important part of the Assembly’s activities, which puts
‘orth the commitment of the parliamentarians to promote parliamentary democra-
-v and the rule of law in the new democracies. As a recent activity in this area, in

2008, a PABSEC delegation took part in monitoring the parliamentary elections in
Jkraine.

—aving acknowledged the fact that such social hardships as a dramatic decline in

/ing standards, growing unemployment and poverty among people are widely
=oread in the transition countries, the Assembly addressed the issue and adopt-
=2 recommendations on the social protection of migrants and displaced persons,
censioners, children, migrant workers, unemployed and women, calling for social
cuarantees and new clearly defined social policies for the most vulnerable groups
27 the population. In 2003, the Assembly approved a report and recommendation
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on “The Fight against Poverty in the BSEC Member States”, and in 2004, the
PABSEC adopted a report and recommendation on “Improving Social, Economic,
and Civil Rights of People with Disabilities”.

The Assembly attributes particular attention to cooperation in the cultural sphere.
In this context, the Assembly adopted various recommendations on the protection
of cultural heritage and cooperation in the sphere of culture. In 2006, the
Assembly adopted the Recommendation on “The dialogue among cultures as a
means to build trust among nations” and the Recommendation on “The process
of globalisation and the potential threat to cultural diversity”. At the same time, the
initiative to organize the “Golden Ferry” Children and Youth Festivals of the BSEC
States (2001-2002) cemented friendly relations among the young people in the
region by promoting a spirit of partnership and cooperation for the new genera-
tion.

The Assembly attaches paramount importance to intensive interaction with the
Organization of the BSEC through the coordination of its activities and work plans
with the BSEC priorities, speeding up the ratification of the BSEC legal instru-
ments by the national parliaments, exchanges of information and ideas. The
PABSEC also welcomed the inclusion of new items in the BSEC activities such
as security and stability in the region being considered by the Ad Hoc Group of
Experts. The facilitation of political dialogue aimed at strengthening good-neigh-
bourly relations and regional stability is one of the priorities for the Assembly. The
PABSEC is ready to enhance its contribution at inter-parliamentary level for the
prevention and settlement of conflicts in the Black Sea region.

Being aware of the fact that terrorism in all its manifestations is a serious threat to
international peace and security, and to political, economic and social stability of
the BSEC Member States, the Assembly welcomed the draft of an Additional
Protocol on Combating Terrorism to the “Agreement among the Governments of
the Member States of the Black Sea Economic Cooperation on Cooperation in
Combating Crime, in Particular in its Organized Forms” and brought its own con-
tribution to the final version of that document.

The PABSEC acquired its own identity on the international scene by establishing
contacts and developing cooperation, in particular, with such European institu-
tions as the European Parliament, the Parliamentary Assembly of the Council of
Europe, the OSCE Parliamentary Assembly, the CIS Inter-Parliamentary
Assembly, the CEl Parliamentary Assembly and others.
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“me Black Sea regional cooperation is considered by the majority of countries as
=7 element of wider European integration. At the time when the BSEC member-
=70 Includes members and the candidate countries to European Union, and
~en the Organization of the BSEC places its relation with the European Union at
2o of its priorities, the interaction between the PABSEC and the European
=riament gains particular importance. The Assembly welcomes the regular par-
oation of European Parliament representatives in its sessions and supports a
5-""'gthened relationship between these two parliamentary structures. The results
" the visits to the European Parliament by the PABSEC high-level delegations in
-2 and 2003 gave a strong impetus to the enhancement of that cooperation. At
"= General Assembly in 2003, the PABSEC adopted a Recommendation on
=haping a European Economic Space”, where it expressed its support to the
==boration of an EU Black Sea Strategy regarding the inclusion of the Black Sea
':::eranon in the EU reg|0nal pohmes At the same meetmg, the Assembly

=~zargement of the European Union”, which stressed that the strong attraction of
=1 *ambership provides a powerful incentive for domestic reforms toward con-
“=icating political and economic stability and sustained economic growth.

=mbers of the Assembly also discussed the Communication of the European
~ommission to the European Council and European Parliament on “Wider Europe
‘w=ighbourhood: A New Framework for Relations with our Eastern and Southern
=3anbours” and outlined their opinion in a document that was forwarded to the
~ropean Parliament. In 2004, the Assembly adopted the Recommendation on
"= Framework of the Cooperation between the PABSEC and the European
=:ament”. Moreover, the parliamentary conference “Wider Black Sea Region in
"= New European Architecture” organized by the Hellenic Parliament in 2005
—n the framework of the BSEC Hellenic Chairmanship and with the support of
~=SS and the PABSEC was another important step in the consolidation of coop-
=-on. In addition, during the working visit of Mr. Ouzky, Vice-President of the
~"opean Parliament, to the PABSEC International Secretariat in 2008, issues like
- enlargement, the consequences of the EU growing involvement in the devel-
“oments in the Black Sea region; and the ways and means for strengthening the

=tiutional basis of interaction between the PABSEC and the European
== ament were discussed.

(¥

i m w

~=vng concentrated its attention on the issues of democracy and good gover-
=nce, the Assembly discussed at the meetings of the Legal and Political Affairs
~ommittee the effectiveness of ombudsman institutions in the Black Sea region
=72 cooperation at the level of local authorities. In this context, the PABSEC
=2opted a Recommendation on the “Institution of Ombudsman in the BSEC
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Member States”, which welcomed the fact that almost all the BSEC Member
States had established such institutions and noted that an impartial ombudsman
enhanced transparency and democratic accountability within States. The PABSEC
initiated a meeting of Ombudsmen from the BSEC Member States in 2006, stres-
sing that in the 21* century the ombudsman institutions would play a more active
role in the Black Sea region in helping state institutions to understand the people’s
growing expectations and demands through safeguarding human rights, under-
pinning the principles of human dignity, social justice, mutual respect and solidar-

ity.

The Assembly has also given particular attention to the role of local authorities and
civil society in the Black Sea cooperation process. The PABSEC adopted a
Recommendation on “The Role of Local Governments in Strengthening
Cooperation in the Black Sea Region” stressing that political support at a local
level is one of the major elements for successful development of regional cooper-
ation. Having in mind the growing role of civil society organizations in the world at
large and in the region in particular, the Assembly stressed the need for a more
dynamic engagement in that sphere.

In order to reinforce and underpin regional cooperation, the Assembly sought to
involve new actors in this process. The organization of the Round Tables of the
Governors and Mayors of the Black Sea Capitals since 1994, Meetings of the
Public Television Broadcasters since 2000, and of the Forum of the Presidents
of the Constitutional Courts of the Black Sea Member States in 2001 under the
PABSEC auspices provided additional frameworks for further cooperation and
interaction at various levels.

The Assembly has constantly stated its concern that the long-term prospects of
cooperation are hampered by internal instability and interethnic tensions. Local
conflicts undermine the political, economic and social structures in the region,
and they complicate the process of regional cooperation. Although the PABSEC
is not directly involved in peacekeeping and conflict resolution, it can find its niche
in looking for the ways to settle local conflicts. The PABSEC cannot serve as a
mechanism for direct conflict settlement, but it is fully equipped to create the
required preconditions and to promote objective information on debated issues.

The decisions and recommendations adopted in the framework of the
Parliamentary Assembly have a certain impact upon the process of regulation of
interstate relations in the region. Despite the fact that the PABSEC does not rep-
resent a source of actual public international law, some provisions of its recom-
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—endations have been included in legal practice and have been incorporated in
~ustomary legal norms. The recommendations of the Assembly formulate the prin-
~oles of interaction among the BSEC Member States. Some of the recommenda-

2ns have resulted in the concrete conclusion of regional conventions and agree-
menis.
“ 72 PABSEC, along with the other bodies of the Black Sea Economic Cooperation
ramework, has to fully exploit its possibilities in order to boost economic cooper-
==on. The members of the Parliamentary Assembly of the Organisation of the
=ck Sea Economic Cooperation acknowledge that the Black Sea countries can
—=et tomorrow's challenges and resolve topical problems only through collective

=~orts at all levels to provide a common frame of cooperation for economic growth
=nd prosperity.
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The Role of the BSEC Business Council

Costas MASMANIDIS
Secretary General
BSEC Business Council (BSEC BC)

The Business Council is a Related Body of the BSEC Organization entrusted with
bringing together the business communities of the Region and facilitating their
cooperation.

Structure

Before elaborating on the strategy and activities of the Business Council, a
description of its organizational structure is in order. Each of the 12 BSEC Member
States has its own business cooperation platform, its own organisation that repre-
sents the country in the BSEC Business Council. The type of organisation varies
from country to country. If we take Greece as an example, the Hellenic Business
Council has been established specifically for the purpose of representing the
country in the BSEC Business Council. Its members come from the major busi-
ness associations and federations of the country. In the case of the Russian
Federation we have the Russian National Committee consisting of various individ-
ual businesspeople as well as business organisations. In the case of Turkey the
Foreign Economic Relations Board, DEIK, fulfils the role of the country business
cooperation platform. For most of the other countries, the organisation acting as
the local BSEC Business Council is their major Chamber of Commerce and
Industry.

Each of the country organisations elects a person to represent the country on the
Board of Directors of the Business Council. The Chairmanship rotates synchro-
nously with BSEC. The co-ordination of all activities is carried out through the
Business Council International Secretariat, based in Istanbul.

Vision, mission

The Vision of the Business Council is to make an impact as an agent of change
and a contributor to the development of the private sector in the Black Sea region.
Its Mission is to promote regional integration and global integration, to contribute
to a business-friendly environment, to help attract foreign direct investments.

Implementing this Mission requires a very focused approach. We always prioritize,
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focus and target our activities in order to maximize our impact and make the best
possible use of our resources.

Our strategic directions

The attention of the Business Council focuses on the small and medium-sized
enterprises of the Region. It is SMEs that need support the most as they most
often lack experience and know how and resources to establish cross-border
cooperation. In order to ensure that we address the real needs of SMEs, we fre-
quently conduct informal field surveys in the various countries that we visit.

We have structured our strategy around six main directions:
1) Promoting Regional Economic Development

2) Promoting Business Cooperation

3) Disseminating Business Information

4) Helping SMEs Gain Competitiveness

5) Promoting Foreign Investments

6) Improving the Business Climate

Let us now take a brief look at how we try to implement each strategic direction.

Promoting Regional Economic Development

The main thrust of regional economic development is borne by the various BSEC
Working Groups, which are entrusted with the development of major regional
cooperation projects in Transport, Energy, Telecommunications, etc. The
Business Council plays an important role in several of these Working Groups by
presenting the point of view of the private sector as well as by offering its mana-
gerial expertise. We are also trying more and more to ensure the active involve-
ment of businesspeople in these BSEC Working Groups.

Furthermore, the Business Council is maintaining a good cooperation with the
other BSEC Related Bodies and in particular with the BSTDB. Finally, it is devel-
oping relations with international bodies such as OECD, as mentioned below.

Promoting Business Cooperation

The objective of the Business Council is to maximise its reach to as many as pos-
sible out of the millions of businesspeople in the Black Sea Region and this can
be only achieved through the continuously evolving Information Technology. The
main networking instrument that the Business Council is employing is the Black
Sea Business Opportunity Network (BSBIN, www.bsbin.com), developed and
hosted by its member, the Romanian Chamber of Commerce and Industry. It is a
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~==ful Business-to-Business (B2B) tool that is providing SMEs across the Region
1 contacts for the establishment of business partnerships for sales, distribution,
“urchasing, joint projects.

+2'uable as BSBIN has been so far in its present form, user surveys indicate some

so=cific needs for improvement to make the system more user-friendly. This will
== ne object of our work in the near future.

~urthermore, the Business Council frequently organises business fora and confer-
=nces that bring businesspeople together and help them identify opportunities for
“=rinership. Because of the amount of resources required for such events and
=s0 for reasons of efficiency, we prefer to team up with other national, regional or
“ternational organisations in organising them.

~'sseminating Business Information

“ne of the primary needs of SMEs is information on new markets and on new
-=siness opportunities. To satisfy this need the business Council is maintaining
e Black Sea Information Gateway www.bsec-business.org, a web portal that
rovides information on business conditions in all 12 countries of the BSEC
S=gion together with lots of other useful business information. This portal has
=r2ady undergone several relaunches, indicative of our strong wish to continu-
-sly update and enrich it in order to satisfy the evolving needs of the SMEs of the

"ne Information Gateway is an equally valuable tool for business, for FDI attrac-
“on and export promotion as well as an excellent publicity tool for the promotion
=% the BSEC image. Our ambition is to establish it as the most valuable reposi-
“ory of business-economic information on all 12 BSEC Member States,

~2lping SMEs Gain Competitiveness

~rom the beginning, the Business Council has tried to go beyond what other
~2gional Business Advisory Councils normally do and organise in favour of our
SMEs not only horizontal Support measures (policy issues such as improving the
cusiness climate) but also direct interventions in the form of information, training,

Varketing is one of the areas in which we have been offering training, as the con-
~ept of customer was missing from the planned economies of the Region.
-urthermore, the Business Council considers Innovation as one of the key factors
or the success (if not the mere survival) of the SMEs of the Black Sea Region.
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Therefore, it intends to continue the work it has already started in this area by
organising or co-organising fora specifically targeted on SMEs (and not just the
scientific communities), helping them introduce innovation management in their
daily work.

At the same time, the Business Council Secretariat offers its free services for direct
training of SME personnel towards the improvement of their competitive skills. In
the framework of its training activities, the Business Council has delivered on var-
ious occasions a series of presentations with both managerial and motivational
content. It has also established cooperation agreements with international con-
sulting and training companies for cost effective training programmes around the
Region.

Promoting Foreign Investments

Attracting Foreign Direct Investments (and the related issue of helping improve the
business and investment climate) have always been high among the priorities of
the Business Council. We consider that FDI is very beneficial to the countries of
the Region not only for the capital and the new jobs it helps create but. even more
importantly, for the management know how and the new work mentalities it brings
in. Furthermore, the best way for local companies to integrate in the global mar-
ketplace is to link their supply chains to those of the multinational investors.

In the past, the Business Council had established a strategic partnership with
OECD through the launching of the Black Sea Investment Initiative. Despite sev-
eral activities that took place, there was, unfortunately, no possibility to make con-
certed, systematic efforts with measurable results due to the lack of proper fund-
ing of the project. However, cooperation with OECD has continued and we partic-
ipate actively in the annual OECD Global Investment Fora. Moreover, the Business
Council has been holding various technical discussions with UNDP regarding its
trade-investment promotion project and is ready to engage in a formal coopera-
tion with it to contribute to the fruition of the project.

The Business Council utilises every opportunity provided by international confer-
ences to create awareness about the strengths of the Region as a very attractive
investment destination. The Information Gateway of course is also an effective tool
in these awareness-creation efforts.

Lastly, the Business Council is currently experimenting with the creation of one-
stop shops in the Member States that will help SMEs wanting to invest with the
first important steps in setting up an operation.
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Improving the Business Climate

Our surveys show that perhaps the most important need businesspeople have is
for a favourable, obstacle-free business climate. The Business Council aspires to
contribute in as many ways as possible to the improvement of the business envi-
ronment, to the benefit of businesspeople in the Region and foreign investors
alike.

While most countries in the Region have been making progress in introducing
reforms aiming at the elimination of disincentives for business and investments,
ousinesspeople complain they are still facing many obstacles (bureaucracy, cor-
ruption, unclear legislation, lack of predictability, complex taxation systems etc.)
that have a negative impact on their competitiveness.

At the same time, there are many non-tariff barriers-to-trade that obstruct cross-
oorder business cooperation and prevent the Black Sea Region from being con-
sidered as an integrated, sizable regional market. The most severe barriers have
to do with slow, bureaucratic and complicated border-crossing procedures, cus-
toms formalities as well as the difficulties in obtaining visas for businesspeople.
Susinesspeople insist that the priority should be on solving exactly these major
oorder-crossing related issues. Other barriers are more technical in nature (e.g.
abelling requirements) and are not seen by many as priority areas.

Therefore, the cooperation of businesspeople with the governments of our Region

n identifying and eliminating these disincentives is of paramount importance. With
this in mind, the Secretariat takes every opportunity to encourage the business
communities to speak out about the problems they face and to engage in a sys-
fematic cooperation with their governments in addressing them. This encourage-
ment is actually more substantial than it sounds, as several countries do not yet
nave well-developed institutions that can bring the voice of the private sector to
ne policymakers. Our future plans call for a regional network of mutual support
that will help build the capacity of our business institutions to enable them to play
more effectively their advocacy role. To this end, the Business Council has been
seeking the partnership of European business and sectoral organisations as well
as international organisations.

Conclusions

The BSEC Business Council is a dynamic part of the BSEC Organisation. While
outting a lot of emphasis on issues related to business climate, it has also institu-
ted various programmes of direct interventions in favour of the SMEs of the Black
Sea Region. At various times and for specific projects it has cooperated with inter-
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national organisations such as OECD, UNECE, UNIDO, UNCTAD as well as with
national, regional and international business associations.
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The Black Sea Trade and Development Bank:
A Vehicle for Regional Cooperation

Hayrettin KAPLAN
President
Black Sea Trade and Development Bank (BSTDB)

Background

The idea of creating a development bank focused upon the Black Sea Region
dates back to the initial Summit Declaration of the Black Sea Economic
Cooperation, done in Istanbul on 25 June 1992. In Paragraph 16 of the Summit
Declaration, the Member States of the Black Sea Economic Cooperation (BSEC)
state that “they will consider the possibilities and the ways of establishing a ‘Black
Sea Foreign Trade and Investment Bank'.”

The name of the institution was modified to the Black Sea Trade and Development
Bank (BSTDB) in order to reflect the focus that the founders wished to give to it.
BSTDB came into existence with the Agreement Establishing the Black Sea Trade
& Development Bank, agreed by the eleven founding Member States of BSEC in
Thilisi on 30 June 1994 and subsequently ratified by each State.

As defined in the opening article of the Establishing Agreement, “The purpose of
the Bank shall be to effectively contribute to the transition process of the Member
States towards the economic prosperity of the people of the region and to finance
and promote regional projects and provide other banking services to projects of
the public and private sectors in the Member States and trade activities among the
Member States”.

For BSTDB, this has translated into a dual mandate to (i) promote regional coop-
eration among, and (ii) support economic development in, Member States princi-
pally via the financing of operations in the private and public sectors. This dual
mandate has guided the operational vision of the Bank to establish itself as a pre-
eminent partner financial institution for the Black Sea Region:

e catalyzing regional trade and investment;

® attracting external investors;

e nurturing regional businesses and financial institutions, and

e contributing to cooperation in the Black Sea Region and to the promotion

of common regional perspectives.
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The Bank operates as a sound, independent financial institution which mobilizes
resources from within and from outside the Region for the provision of products
and services tailored to regional business needs and anticipated trends that are
consistent with the development and co-operation objectives of the Member
States.

The shareholders of BSTDB are the founding Member States of BSEC. Their hold-
ings at the establishment of the Bank broke down as follows:

Albania 2.0% Bulgaria 13.5% Moldova 2.0% Turkey 16.5%
Armenia  2.0%  Georgia 2.0% Romania 13.5% Ukraine 13.5%
Azerbaijan 2.0%  Greece 16.5%  Russia 16.5%

The initial authorized capital of the Bank was SDR 1 billion', divided into SDR 300
million paid-in capital and SDR 700 million callable capital. The Bank enjoys pre-
ferred creditor status.

Operational History

The decision of the Bank to participate in a financing venture is based upon a
combination of factors including the contribution of a proposed operation to
development and regional cooperation, and the economic sustainability or finan-
cial viability (for public or private operations respectively) of the operation.
Moreover, while covering costs is essential, maximizing profitability is not the
Bank’s top priority - for its shareholders the main considerations are the contribu-
tion to development and regional cooperation.

The Bank by and large offers the same financial products as other international
financial institutions: mainly loans, but also equity investment, guarantees, or
combinations of the above depending on the requirements of the potential recip-
ient and the nature of the operation. The term of loans in general ranges from 3 to
7 years, but the Bank may lend up to 15 years in exceptional circumstances that
are significant for mandate fulfillment. The pricing of a loan is determined by the
cost of capital, a margin to cover costs, and a risk margin, while security require-
ments depend on the nature of the operation and the client; sovereign guarantees
are not required but may be accepted.

A distinctive feature of the Bank, relative to other international organizations, is its
explicit mandate to promote trade via the provision of financing, as a result of the
concern of the Bank's shareholders about (i) the low levels of commerce among

" SDR=_Special Drawing Rights - 1 SDR approximately equais 1.50 $US
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Following the Establishing Agreement and its ratification, BSTDB was formally
established in February 1998 and commenced operations in June 1999 In its first
year of operations, the Bank approved two operations for financing, beginning
with participation in the Trans-Balkan gas pipeline project, in which the Bank took
part in a syndication to Support the construction of a gas compressor station, with
five member countries benefiting directly and indirectly from the operation.
Subsequently, the Bank’s portfolio of Operations has grown at a rate which seeks

Figure 1: Evolution of BSTDB Portfolio 2000-2006 (US$ Million)
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During 2006, the Bank’s portfolio grew 30% over 2005 in terms of Board
approvals, whereas the portfolio of signed operations increased 22% in volume
terms and the amounts disbursed and outstanding rose 14%. Furthermore, the
Bank achieved its second consecutive positive outturn for a fiscal year, with prof-
its before provisions increasing to US$ 19 million - an increase of 28% over 2005
outturns, and net profit growing to US$ 17 million - representing an increase of
over 250% over 2005.

These figures indicate that, while the Bank is still small, it has reached a level of
maturity that has helped to establish its position in the wider Black Sea Region as a
key option for firms seeking to obtain greater access to funds and to mitigate cer-
tain country risks. The figures also reflect the conscious strategy of the Bank: while
it is essential for the institution to grow, this must be achieved prudently at a mana-
geable pace with close attention to the selection of operations that will permit the
build-up of a high-quality portfolio. This approach may have cost the Bank participa-
tion in some business opportunities, and some foregone earnings, but it has helped
the institution (i) to build its name in a marketplace full of well-established competi-
tors, (ii) to find a niche for its products and services in this crowded marketplace,
and (jii) to keep the number of problem operations to a minimum. In its existence to
date, the Bank has had two problem operations and achieved a recovery in excess
of 80% with favourable prospects for the second as well.

This prudent growth approach has not only helped the Bank to build credibility
with its business partners, it also contributed to the Bank achieving a Baa2 (BBB
equivalent) credit rating with Moody's in 2003, which at the time was better than
the credit rating of 10 of its 11 shareholders. That credit rating was upgraded to
Baat (BBB+ equivalent) in October 2006, once again better than that of 10 of the
Bank’s 11 shareholders and reflecting (i) the Bank's positive results and
favourable prospects and (i) the improved ratings of its shareholders over the last
few years such that 60% of the Bank’s shares are held by Member States having
achieved an investment grade rating (at least Baa3).

During its seven plus years of operation, BSTDB has sought to promote BSEC and
the countries which comprise the Black Sea Region in the course of its activities.
It has hosted annual Business Day events which rotate among the Member States
and highlight business opportunities and sectoral issues relevant to the Black Sea
Region, as well as host country points of interest. In addition, the Bank has spon-
sored focused events with external agencies such as the EU and OECD which
draw attention to regional developments and prospects. This has involved coordi-
nation with other BSEC bodies such as PERMIS and the Business Council.
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=STDB has also developed relationships and ties with entities from outside the
SSEC Region which have shown interest in becoming involved in some or all of
= countries of the wider Black Sea Region. For the most part, the Bank has
sought to develop these links operationally, with interested investors and financial
“stitutions. In the case of the latter, particularly, the Bank has cultivated relations
i private sector banks and leasing firms as well as official national lending insti-
utions and multilateral development banks. The common theme in the develop-
ment of these relations is an interest in strengthening activities in, and ties to, the
Slack Sea Region, with BSTDB facilitating the entry of these institutions, or
sirengthening their presence. The Bank has also sought the development of clos-
=r ties with the European Union (EU) and its related institutions. The Bank is
zcknowledged as a multilateral development bank in the EU's Directive
2006/48/EC of 30 June 2006 for the application of the key principles of Basle II
concerning capital adequacy requirements and the regulation of credit institu-
tons),

~urthermore, BSTDB has been an active participant in two Working Groups estab-

shed between the European Commission (EC) and multilateral development
Sanks focusing (i) on new EU Countries, Accession Candidates, and Potential
Candidates (covering Bulgaria, Romania, Turkey, and Albania) and (ii) on Eastern
zurope, the Southern Caucasus, Russia, and Central Asia (covering Armenia,
“zerbaijan, Georgia, Moldova, Ukraine and potentially Russia). These groups
nave proved to be useful fora for discussion among the institutions involved, infor-
mation sharing, strategy development, coordination of policies, and networking.

Looking Ahead

BSTDB operates in a diverse setting, as the Black Sea Region exhibits great vari-
ation in terms of economic structures, levels of economic development, geogra-
phy, and demography. This requires that the Bank tailor its strategies to the
requirements of individual countries even as it tries to maintain commonality of
orinciples and consistency of approach in the assessment and selection of oper-
ations. This is challenging enough, but is further complicated by one significant
common characteristic which the countries share - all the economies are growing
at rates which range from healthy to truly exceptional. As a whole, the Region has
experienced sustained economic growth against a background of macroecono-
mic stability and improving business environments since 2000. It has registered
average GDP growth of 5.9% annually between 2000 and 20086, nearly double the
3.0% growth observed globally. Thus the Bank also operates in a rapidly chang-
ing context, in which its member countries are in considerable flux, with changing
operating environments and business needs which in turn necessitate that the
Bank stay up to date and on top of what is occurring in these markets. As the mar-
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kets become more stable and confident, and increase in maturity, the banks and
firms will require (i) more sophisticated financial products, and (ii) demand greater
time horizons and often more complicated structures against a backdrop of
shrinking margins.

Against this backdrop, BSTDB activities in coming years will be guided by its
Medium Term Strategy and Business Plan 2007-2010, approved by the Bank’s
Board of Governors in December 2006. The institution’s principal objectives will
be to continue making steady and measurable progress in the following areas
which are necessary in order to ensure the long term viability of the Bank: (i) insti-
tutional consolidation; (i) asset quality; (iii) cost control; (iv) profitability; and (v)
productivity. The Bank’s operational goal for the period 2007 - 2010, according to
its core scenario, is to double its total outstanding exposure and reach approxi-
mately SDR 600 million by end 2010. This will be reflected in an annual average
growth rate in total outstanding disbursements of 19%. The Bank targets achiev-
ing an A3 risk rating from Moody’s by 2010.

The Bank intends to follow a similar strategy in broad terms to the one it has imple-
mented thus far, seeking to expand its portfolio in a manageable and prudent
manner, with (i) ‘bankability’ - the financial viability of an operation - and (ii) rele-
vance to mission continuing to serve as the overriding factors in determining the
possibility of Bank involvement. Where there are changes in focus, it is partly a
result of the changing profile of the Region and the need to stay relevant not only
to the needs of the existing pool of potential client firms, but to expand to support
the developing business environment in the Bank’s shareholder countries. Thus,
in addition to large, good credit risk, established companies, the Bank intends to
expand assistance, gradually but steadily, to so-called ‘second tier’ firms - less
well established or known firms with a smaller track record, but which show
growth promise, management quality, and vision. This will entail judiciously sim-
plifying requirements and taking calculated risks in terms of structures, products,
tenors etc., in order to achieve higher development impact. The main targets
would include medium sized locally incorporated companies that are dynamic,
with rapidly expanding operations, and additional features such as being export
oriented, generating technology and know-how transfer, and creating employ-
ment. More broadly, this will involve expanding the use of local financial interme-
diaries to access small and even ‘micro’ firms and help them to expand and devel-
op their potential. This in turn fits well with the Bank’s intent to expand its opera-
tions in the financial sector, supporting the institutional development, delivery
capacity and financial strengthening of regionally active financial institutions. In
this context the Bank will provide greater financial support to the SME sector and
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will also continue its promotion of trade activities. The Bank will also target clients
7 e public sector, including municipalities, public utilities and public agencies,
‘or which operations may yield important efficiency and environmental benefits.

7 order to achieve greater regional cooperation impact, the Bank intends to inten-
sty its focus on cross-border operations, particularly in infrastructure related sec-
‘ors. Such operations possess high shareholder value for the Bank and are there-
‘ore priority activities. However, they can be costly and time consuming to put
‘ogether, and their cross-border nature and usual requirement for public sector
oarticipation (as borrower, guarantor, concession provider, licensor, facilitator,
gic.) increase complexities. Such risk may be mitigated through cooperation with
other financiers.

The values that constitute the foundation of the Bank’s corporate culture are
ntegrity, professional competence, loyalty to the institution, commitment to the
“egion and to the institution’s shareholders, understanding of the Bank's mission,
ransparency and disclosure of information, and sound corporate governance.,
The Bank is committed to achieving proper checks and balances that enhance
"=sponsibility and accuracy without compromising efficiency and ensuring com-
oliance with adopted policies and procedures which are the cornerstones of its
-orporate governance framework. BSTDB's dual mandate, to promote economic
“evelopment and regional cooperation, will help to keep the institution relevant as
e countries give emphasis to particular sectors for growth and increase their
=conomic integration and complementarity.

N terms of its relations with external actors, the key challenge for BSTDB in com-
ng years will be to establish cooperation on an operational level - namely the co-
financing of projects, programmes, and other operations. This applies to relations
with national and international financial institutions, as well as the EU, which is
olanning to increase its commitment to the Black Sea Region, albeit at differential
rates that depend upon each individual country’s relationship with the EU. The
Bank also plans to Support the deveiopment of a muitilateral ‘Black Sea
Dimension’ of the EU in its dealings with the Region, in cooperation with BSEC
PERMIS and the other partner Related Bodies. Closer cooperation and coordina-
tion with the entire BSEC family is necessary in order to help promote the Black
Sea and to improve information sharing within the Region, and knowledge about
the Region to outsiders. This will involve taking advantage of the fact that BSEC
and its organizational infrastructure represent the sole institutions focused upon
the wider Black Sea Region and the promotion of economic development and
cooperation therein that is wholly owned and Operated by the countries which
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comprise the wider Black Sea Region. This is testimony to the sense of regional
interest and collective ‘ownership’ of the Member States.
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The Contribution of the International Centre for Black Sea Studies

Dimitrios TRIANTAPHYLLOU
Director General
International Centre for Black Sea Studies (ICBSS)

The International Centre for Black Sea Studies (ICBSS) was founded in Athens in
1998 as a non-profit organisation. It has since served a dual function: on the one
hand, it is a related body of the Organisation of the Black Sea Economic
Cooperation (BSEC) and serves as its acknowledged think tank. On the other
hand, it is an independent research and training institution focusing on the wider
Black Sea area. As a result, the ICBSS is a uniquely positioned expert on the Black
Sea area and its regional cooperation dynamics.

The ICBSS in many regards owes its creation to Yannis Valinakis, Greece’s cur-
rent Deputy Minister of Foreign Affairs, who, in the mid-1990s, in his capacity as
Director of a leading foreign policy think tank, had the foresight to identify the
need for a research centre with a particular focus on the wider Black area. Upon
the establishment of the Centre, the BSEC eventually recognized it and accepted
't as part of the BSEC institutional family. An early step was made with the BSEC
Charter of 1998 which included an article on promoting “cooperation among the
academic communities, scholars and scientists of the Member States.” In October
1999, the Council of Ministers of Foreign Affairs of the BSEC Member States men-
tioned specifically the ICBSS for the first time and called upon it to play a role in
enhancing cooperation between the BSEC and the European Union (EU) by elab-
orating “sectoral studies on the interface of the BSEC projects with the existing EU
programmes, addressed to the BSEC, and to pay, at the same time, particular
attention to common areas of interest.” In April 2002, the ICBSS was recognised
by the Council as a de facto related body of the BSEC and as a facilitator of aca-
demic cooperation, while in June 2004 a new article was introduced in the BSEC
Charter spelling out the legal identity and the specific attributes of the ICBSS. The
BSEC Charter, thus amended, is in the process of ratification, with Serbia,
Georgia, Armenia, Bulgaria and Greece having completed the legal requirements
to date,

As a later addition to the group of BSEC related bodies, the ICBSS has had to
catch up with the established practices and procedures within BSEC and to carve
a specific niche for itself. The amount and quality of its contribution to the work of
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the BSEC have grown progressively not just in terms of producing relevant schol-
arly studies but also drafting a number of policy papers and legal proposals per-
taining to the Organisation’s reform process.

The ICBSS has primarily focused its activities on enhancing the relations between
the BSEC and the EU, promoting policy making at a regional level in the field of
science and technology, assisting the BSEC in defining its economic agenda,
leading the way in making good governance a mainstay of the BSEC, exploring
possibilities for cooperation in the energy sector, and providing substantive inputs
toward increasing the overall effectiveness of the Organisation. The Centre has
also put, in recent years, much effort into international outreach activities aiming
to promote better awareness about the ICBSS and the BSEC. Consequently, the
integration of the ICBSS into the BSEC family has been relatively quick, as the
ICBSS seized the opportunity early on to involve itself steadfastly in the
Organisation’s work.

A brief overview of the ICBSS contribution to regional cooperation in science and
technology, to enhanced relations with the EU, and to a broader international out-
reach is provided below just in order to illustrate with concrete examples its proac-
tive approach.

Policy Making in the field of Science and Technology

The ICBSS involvement in this field can be principally seen as part of the interac-
tion with the EU. The ICBSS has contributed significantly toward a regional con-
cept of policy-making in science and technology and has been a key contributor
to the advancement of relations between the BSEC and the EU in this sphere.
Since 2004, the ICBSS has managed two EU co-funded projects under the 6"
Framework Programme on the technological and research potential of the Black
Sea region (BS-ResPot) and on the formulation and implementation of a relevant
BSEC Action Plan (ActionPlan-BS).

Work within the context of ResPot concentrated on mapping and evaluating the
research and technological development (RTD) systems and institutions in the
BSEC region; assessing the prospects for the establishment of a Black Sea inno-
vation centre; and finding ways to enhance coordination of RTD policies among
the BSEC Member States and with the EU. One of the main objectives of the
ResPot project was also to enhance cooperation between the National Academies
of Sciences (NAS) of the BSEC Member States. Finally, in order to implement this
project, the ICBSS cooperated closely with the Turkish and Ukrainian Academies
of Science and other expert partners from Greece and Austria.
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= ActionPlan-BS project had a direct impact on BSEC policy making in science
=nc technology leading to the adoption of a Joint Declaration and the BSEC
~zton Plan on cooperation in that field by the Ministers Responsible for Science
=72 Technology (Athens, 28 September 2005), and the subsequent endorsement
= those documents by the 13" Council of Ministers of Foreign Affairs (Chisinau,
2= October 2005).

Ll

¢ carrying through those two projects, the ICBSS pioneered active access to,
=~d use of, funds from existing EU financial instruments to the benefit of regional
~ooperation in the BSEC framework. Given the limited financial resources of the
=>EC countries for funding regional projects, one can realize the significance of
=ssured access to EU funds for more ambitious regional projects.

“ne significance of the ICBSS-managed projects is not limited to their financial
==pects. In fact, they advanced the concept of ‘BSEC-wide projects’ covered by
= available financing instruments and programmes of the European Community.
"1z concept of BSEC-wide projects (involving all 12 BSEC Member States) was
Js acknowledged as providing added value through multilateral cooperation.

nteraction with the European Union

=nce its establishment in 1998, the ICBSS has paid special attention to the

=SEC-EU relationship by identifying areas of common interest and potential

~ooperation at institutional level as well as between the respective Member States.
7 2002, the ICBSS published a book together with the Centre for European Policy

Studies on Europe's Black Sea Dimension which put forward policy proposals on

cossible synergies between the BSEC and the EU in the fields of energy and the

ronment.

= closer and more productive relationship between the neighbouring regions has
~quired increasing significance over recent years, especially in the light of the
sropean Union’s enlargement process and the growing geopolitical importance
=" the Black Sea region. As the official think-tank of the BSEC, the ICBSS has been
=7y actively involved in developing a conceptual basis for institutionalised BSEC-
= relations. Mandated by the BSEC Council in 2005, the ICBSS coordinated the
‘ork of an ad hoc Group of Experts charged with the task of preparing a working
~zper on BSEC-EU interaction. The ICBSS draft, with contributions from the BSEC
fember States, was eventually adopted as an official BSEC policy document in
znuary 2007, reflecting the BSEC approach to enhancing relations with the
=uropean Union.
"ne ICBSS has since continued to concentrate on developing further synergies
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between the BSEC and the EU, especially after the publication of the dedicated
Communication of the European Commission in April 2007. For the International
Centre for Black Sea Studies this breakthrough in the relations between the two
organisations is a cause for professional satisfaction but also a challenge to think
ahead even more ambitiously and yet realistically.

As the interaction between the BSEC and the EU moves on from the declaratory
phase into the realm of concrete deeds with an eye to the future, the ICBSS has
begun to concentrate on a number of questions which would assist the BSEC in
defining its positions. These include:

® Which specific areas of interaction belong to the domain of policy dialogue?
Which ones make coordination necessary and possible? Which ones allow
for immediate cooperative action?

e What should the forms of BSEC involvement, as a representative regional
organisation, with the various regional EU-sponsored programmes/initia-
tives such as the Baku Initiatives for energy and transport, TRACECA, INO-
GATE, the Black Sea Commission, and others be?

e What steps should the BSEC take in its relations with other neighbouring
regions such as Southeastern Europe or Central Asia?

® How could enhanced cooperation with the EU impact on the positive reso-
lution of outstanding issues, including “frozen conflicts” in the region and
what, if any, the BSEC's role could be?

How to make interparliamentary dialogue more substantive?

How to further enhance BSEC capacity-building in terms both of institution-
al and human resources with targeted reforms in order to cope with the
challenges of enhanced interaction?

e How to foster cooperation among policy research communities across the
BSEC space and the EU in order to sustain and enrich the interaction?

International outreach

The continued efforts to improve relations with the European Union are part of a
larger initiative by the ICBSS to reach out to institutions and organisations both
within and outside the BSEC space in order to strengthen the Centre’s role as a
leading point of reference for the wider Black Sea area and, as a consequence, to
better explain the BSEC's potential and role. In this respect, the ICBSS is contin-
uously improving and updating its website with relevant documentation and
updating its ever growing contacts base. The ICBSS has also been increasingly
establishing contacts with national and international, public and private institutions
abroad to promote itself and has begun to co-organise events with partner insti-
tutes. It has also been steadily increasing its publications output and distributing
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them to an ever growing network of stakeholders across the globe.

Summing up

The International Centre for Black Studies is coming of age along with the rest of
the BSEC. The growing international interest in the wider Black Sea area and the
obvious synergies among the BSEC Member States and with the European Union
and other non-European entities provide the ICBSS with an ever expanding menu
of agenda items for research, policy advice, publications and cooperative oppor-
tunities that need to be grasped, assessed and acted upon in order to fully exploit
its potential and its role within the BSEC family. The ICBSS will be celebrating its
own 10th Anniversary in 2008 and looks forward to commemorating many more
such events by building upon its acquis of knowledge and expertise.
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The Role of the Permanent International Secretariat
within the BSEC Framework

Ambassador Leonidas CHRYSANTHOPOULOS
Secretary General
Permanent International Secretariat of the BSEC

The BSEC was established on 25 June 1992, upon the initiative of the late
President of Turkey, when the Heads of State and Government of eleven countries
signed the Summit Declaration and the Bosphorus Statement in Istanbul. With the
entry into force of its Charter on 1 May 1999, BSEC acquired international legal
identity and was transformed into a full-fledged regional organization, the
Organization of the Black Sea Economic Cooperation.

It was the period following the collapse of the Soviet Union. The founding fathers
of BSEC had a vision to create an Organization that could promote peace and sta-
bility in the Black Sea region through economic cooperation - but also by combin-
ing forces and abilities throughout the region to make a significant step into the
new millennium.

In these 15 years, BSEC has built a permanent and extensive institutional frame-
work of cooperation that covers all levels of governance (intergovernmental - the
Council of Ministers of Foreign Affairs being the highest decision-making organ,
parliamentary - PABSEC is the parliamentary dimension of BSEC, financial -
BSTDB is the trade and development Bank of BSEC, the BSEC Business Council,
and the International Centre for Black Sea Studies - the BSEC's think tank).

And here is where the role of the Secretariat (Permanent International Secretariat
- PERMIS) appears as a body functioning under the authority of the Chairman-in-
Office that is executed by the Secretary General. It has the important role of coor-
dinating BSEC activities and ensuring that BSEC functions effectively and con-
tributes to the development of the region and its people.

PERMIS is also the living memory of BSEC, since it is the depositary of the
Charter, Protocol, Agreements made and signed by BSEC as well as of all Council
Resolutions and Decisions that have been adopted since the beginning of the
Organization. According to the rules set out for us (Rule Il of the Staff Regulations),
we are also entrusted with administrative and secretarial functions, attendance of
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BSEC meetings and events, preparation of Progress Reports on BSEC activities,
etc. We are also charged with other competences that make a significant contri-
bution toward promoting our common interests and projects:
® to monitor and facilitate progress in the elaboration and implementation of
projects and programmes of common interest;
® to conduct consultations with the Member States, Observers, BSEC related
bodies and non-governmental organizations (NGOs) that are involved in the
BSEC activities;
® to maintain dialogue with international organizations and third countries
under mandate given by the Council and in consultation with the Chairman-
in-Office.

Whatever tasks are entrusted to us in the Rules of the Staff Regulations and the
corresponding Job Descriptions, they are implemented by PERMIS. But since that
is not sufficient for promoting the Organization, we have embarked on an internal
streamlining of PERMIS to reduce the paperwork and facilitate the tasks of the
Chairman-in-Office. We have also assumed the task of monitoring the implemen-
tation of Resolutions, Decisions and Recommendations of the Council, as was
decided by the Council of Ministers of Foreign Affairs in Moscow on 1 November
2006.

Focus on Communication - internal and external

At the Secretariat we see as an objective of our work to focus on establishing bet-
ter communications among the Member States. In this respect we amplified our
efforts to provide the Member States with comprehensive information on all con-
tacts of PERMIS with the Member States, Observers, Related Bodies and
International Organizations. Since communication is a two-way road, PERMIS has
also asked the Member States to provide it with information on their contacts with
third countries or parties, if BSEC-related issues are discussed. Such information,
once disseminated by the Secretariat to the Member States, results in everyone
speaking to these countries in one voice on BSEC-related issues.

And we are on the right track with this approach. The first results can be seen in
the rapprochement that is taking place between BSEC and the EU. The compre-
hensive information exchanged, through the Secretariat, among the Member
States enabled us to speak in one voice to the EU.

Another area where we see a need for further emphasis is promoting BSEC to its
people - within the BSEC countries and beyond. We have to bring BSEC out of the
twilight zone and promote the work and projects that are being done by it. And
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2lso here the first fruits of our achievements have started to become visible. We
nave developed excellent contacts with the Turkish, BSEC and international opin-
on-leading media. During bilateral visits to BSEC Member States, press confer-
ences and interviews are given which spread a positive echo in national, regional
and international publications. As a result, many positive articles have appeared
concerning BSEC and its new project-oriented approach.

Furthermore, the BSEC newspaper “The Black Sea News" has started being pub-
lished in Ankara. (It was published before in Thessaloniki under the supervision of
the Black Sea Trade and Development Bank.) Now, we at PERMIS are closely
cooperating with the editors, providing them with information on BSEC develop-
ments. For the future we envision this BSEC publication becoming a true commu-
nication medium between us and our people with commentaries, reports and
opinions of our readers. The task of informing our peoples about BSEC should be
undertaken also by each of the Member States by using their mass-media to pro-
mote our Organization.

An effective and project-oriented BSEC

BSEC, in the last few months, has transformed itself into a project-oriented
Organization. On 1 November 2006, the Memorandum of Understanding for the
Coordinated Development of the Black Sea Ring Highway and the Memorandum
of Understanding on the Development of the Motorways of the Sea in the BSEC
region were adopted by the Council of Ministers of Foreign Affairs in Moscow. Itis
for the first time in the history of BSEC that projects of such magnitude have been
adopted and are now at a stage of being ready for implementation. PERMIS
played an important role in their adoption and will also participate in the Steering
Committee for the implementation of the first Memorandum, thus enabling us to
assist in the coordination of the implementation phase of this project.

The enhanced relations between BSEC and the EU have brought both
Organizations closer together. At the Secretariat we believe that the follow up and
coordination of relevant activities will end up on our desk; we will be more than
happy to assume this task since we are convinced of the importance of this
enhanced cooperation.

Cooperation with regional and international Organizations

The Organization of the Black Sea Economic Cooperation constitutes a forum of
economic cooperation stretching from the Balkans to the Caucasus and beyond,
covering an area of nearly 20 million square kilometres and a market of 370 mil-
lion people, its Member States spanning a bridge between two continents and
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including a variety of cultures. BSEC highly values its relations with other interna-
tional and regional organizations.

Here also we have the first result-oriented projects under way, such as the BSEC-
UNDP joint project “Black Sea Trade and Investment Promotion Programme”. The
end result of this programme will be to increase intra-BSEC trade and investments
in our region. This project, with the financial contribution of Greece, Turkey, BSEC
and UNDP, was signed in Istanbul on 1 December 2006. A similar project has
started with OECD.

Our relations with other international organizations are very important also in the
context of implementing the BSEC projects that will have a direct positive impact
on our people. The EU, UN and its agencies are our main partners. Here again
PERMIS has and will have an important coordination role.

Working towards a better future

We have achieved a lot in the 15 years of our existence. The Istanbul Summit of
June 25" 2007 in its Declaration welcomed the adoption of the reform measures
that were initiated in Bucharest and finalized in Belgrade. This reform package will
increase the effectiveness and overall performance of our Organization. Within this
reform process, the Secretariat has acquired increased competences in monitor-
ing the implementation of the Resolutions and Decisions adopted by the BSEC
Council of Ministers of Foreign Affairs. Also our coordinating activities with the
BSEC Related Bodies have increased. PERMIS is being transformed more and
more into a pivotal point of our Organization: managing, coordinating and moni-
toring.

The Member States, acknowledging the increased responsibilities of the
Secretariat, have agreed to undertake the first steps that would enable us to work
better. With the increase of our staff that was decided by the Council of Ministers
of Foreign Affairs in Belgrade on 19 April 2007, PERMIS will be able to continue
coping in an effective way with its new responsibilities. And we will continue work-
ing efficiently and effectively until the Organization is ready for a new reform, a
reform that will be substantial, a reform that will change the Charter.

Within such a reform, it would be ideal that the Secretariat became a Secretariat
of the whole BSEC system and thus increase the accountability, efficiency and
coordination of the entire Organization for the benefit of the people that it repre-
sents.
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15 Years PERMIS - A Historical Review

On 25 June 1992, the Heads of State and Government of eleven countries: Albania,
Armenia, Azerbaijan, Bulgaria, Georgia, Greece, Moldova, Romania, Russia,
Turkey and Ukraine signed in Istanbul the Summit Declaration and the Bosphorus
Statement giving birth to the Black Sea Economic Cooperation.

It came into existence as a unique and promising model of multilateral political and
economic initiative with an aim to foster interaction and harmony among the
Member States, as well as to ensure peace, stability and prosperity by encourag-
ing friendly and good-neighbourly relations in the Black Sea region.

From 1992 until 1994, the secretarial work of the Black Sea Economic Cooperation
(BSEC) was carried out by the Ministry of Foreign Affairs of Turkey. The Permanent
International Secretariat (PERMIS) was established in Istanbul in March 1994,

PERMIS started then operating with only twelve personnel in 1994: four directorial
positions and seven support staff. The directorial staff consisted of one Director,
one Alternate Director, who was assigned the temporary duty to set up the office
and recruit the support staff. and two Deputy Directors. The support staff was com-
posed of one Accountant, one Archivist, three Secretaries, one Driver and one
Office Cleaner.

The Secretariat was then located in Besiktas, in the vicinity of the Dolmabahcge
Palace, sharing a two-storey historical building with the Secretariat of the
Parliamentary Assembly of BSEC (PABSEC).

In December 1996, the Secretariat moved to its current premises in Istinye alloca-
ted to it by the Turkish Government. The structure of the PERMIS changed almost
simultaneously with its relocation.

During their Ninth Meeting held in Istanbul in April 1997, the BSEC Ministers of
Foreign Affairs approved the recommendation of the Senior Officials Meeting with
regard to the reorganization of the new titles as follows:

Directorial Staff : Secretary General, First Deputy Secretary General
and three Deputy Secretaries General:

Professional Staff : Project Coordinator as Assistant to the Secretary
General;
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Support Staff : Secretary/Typist, Superintendent and
Driver/Messenger.

The introduction of a new post of Legal Advisor was decided exactly one year later,
at the Eleventh Meeting of the Ministers of Foreign Affairs held in Yerevan in April
1998, increasing the number of personnel working at PERMIS to 19.

The ratification of its Charter on 1 May 1999, transforming the Black Sea Economic
Cooperation into a full-fledged Organization with a distinct legal identity on the
international scene, increased the responsibilities and thus the work load of the
Secretariat.

The Second Council of Ministers of Foreign Affairs held in Chisinau on 27 April
2000 restructured the PERMIS as follows: Secretary General, First Deputy
Secretary General and Deputy Secretary General, four Executive Managers, one
Project Coordinator-Assistant to the Secretary General and one Legal Advisor. It
also adopted the job descriptions and terms of office of the PERMIS staff in which
the functions of PERMIS are mentioned.




















