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1. Regional development in Bulgaria and domesticorel policy
1.1. Socio-economic conditions: national and regjion

Like most of the members of th& Bnlargement of the EU, Bulgaria underwent a
transition from a totalitarian command society todgaa market democracy. This process
was characterized in the case of Bulgaria by divels severe recession and financial
instability, from which the country emerged onlyeafl997. Thus the transition period in
Bulgaria in terms of political stability, reform dgmics and economic performance is
clearly split in two: before and after 1997.

Data for the socio-economic development of Bulgariauch more richly available
for the second of these periods, characterizedbiigal stability, structural reforms,
economic growth and advances in development.disis the period of Bulgaria's
integration into the EU. Bulgaria remains relatiwpbor, and its administrative capacity
to implement various policies is still limited. B&l, this is shown from two major
perspectives — developments at the national Iévelgh time, and comparisons between
the different regions of the country. Wherever gaesand relevant, time dynamics of
regional indicators is also presented, and compsisvith other EU countries are made.

The major areas of the socio-economic review irelpdpulation and demographic
dynamics, human development, education, povertpl@yment developments, and

economic activity, including sectoral and regioagects, income levels and growth.
1.1.1. Population

Since 1989 Bulgaria has been recording negativelptpn growth fueled both by
natural and migratory dynamics. With a speed ofttog in population averaging around
0.5 % per year the country it is among the worstgoeers in this respect in the EU. At

present this rate is relatively stable, due to latth and mortality rates. The post-WWII



secular trend of dropping birth rates has beenrsedeand has grown from below 8 %o in
1997 to above 9 %o in 2006, while the post 1960slsedrend of rising mortality has
been stabilized around 14 %o.

More recently, the stable national rate of dropgnogulation has been hiding a
widely divergent regional dynamics. The populatypowth rates in Bulgaria over the

recent years, in their regional split, are prestote Figure 1.1.1.

Figure 1.1.1. Bulgarian national and regional papah growth rates, 2002-2005
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The Northwestern and to a smaller extent the NOghtral regions have exhibited
a strong negative population growth, while the Sauistern region, which includes the
capital city Sofia, has a positive population growtith the other three regions having
stable dynamics around the national average. Tisgent dynamic is probably due

mostly to internal migration from the NorthwestSofia. Regardless of the specific

! Here and in all other figures, the Legend shoefatras follows: NW: Northwestern region; NC: North
Central region; NE: Northeastern region; SE: Soagtern region; SC: South Central region; and SW:
Southwestern region



causes, Figure 1.1.1 indicates that the demogrdpikign socio-economic problems in

the country will be unevenly distributed among o=gi.

1.1.2. Human Development

Bulgaria’s human development index has changedfisigntly since it began to be
measured in the early 1990s, mapping the overaldkgolitical and economic dynamic
in the country. Until 1997 it follows an uneven domard trend, and then has a
considerable upward motion, moving the country th®category of countries with high
human development under the UNDP classification.

A look at the regional aspect of the human devekrgrnmdex shows that in general
the levels of human development in the region®Wolihe national average, without
significant level and ranking divergence betweee bf the six regions. The major
exception in this respect is the Southwestern regidich includes the capital city,
which exhibits significantly more positive than tneerage dynamic for the period for
which regional level data are available.

In terms of the factors, underlying the human deeient index, Bulgaria is one of
the countries which score a high level of humarettgyment simultaneously with
relatively mediocre income levels. This is due ighlscores in education (literacy rates),
and longevity, which is not significantly lower than the most developed countries.

With respect to the rest of the world, Bulgarialsnan development lagged behind
in the 1990s, and is tentatively catching up s2@@0. Table 1.1.1 shows the gap
between Bulgaria's human development index, andékeperformers in four
comparator groups — the world, the EU, the new Euniver states, and the region of
Southeastern Europe. The data indicate that Bald@st ground in the 1990s, then was
able to stabilize and improve its relative positwith respect to the world and in the EU,

but not relative to the new EU member states aadadbion of Southeastern Europe.



Table 1.1.1. Bulgarian human development index §8p0-2004

1990 1995 2000 2004
World -0.135 -0.153 -0.159 -0.149
EU -0.119 -0.150 -0.152 -0.140
New EU members n/a -0.072 -0.091 -0.094
Southeastern Europe -0.082 -0.097 -0.100 -0.10%

Source: UNDP, Global and National Human Developnigsgorts.

1.1.3. Education, employment, poverty

The Bulgarian educational system has changed gigntfy during the period of
transition, with most of the reforms still pendifidne most significant development has
been the decline in the number of students, a alatonsequence of the drop in the
population, especially in the number of births ub®97. Due to this the number of
enrolled students in the first eight grades in stifstudents in groups 1 and 2 under the
International Standard Classification of Educati®G@ED) has dropped more than 40 %.

While the primary school system was feeling the dgraphic effects of the
transition period, the rest of the student grouggdergarten, secondary and higher
schools had a different dynamic. Kindergartengraftdrop in the number of children
enrolled by about one third, have stabilized theimbers, with a slight upward tendency
after 2000. High school enrollment recorded a dnofil the mid-1990s, and then a 15 %
increase in the number of students between 1992@0%. Enrollment in higher
education, meanwhile, has exhibited a steep uptrand until 1998, and then has
stabilized at the high level, most probably reflegthe increase in the number of higher
education institutions in the beginning of the sidion period. The increase in pre-school
and secondary school enrollment is due primarilgigmificantly higher enroliment rates.

In terms of international comparisons of the perfance of the Bulgarian
educational system, the available data from TIMERLS, and PISA can help assess the
relative quality and dynamic of the Bulgarian ediareal system with respect to different
aspects of school education. While as of the beginof the 2000s the performance of
Bulgarian students is average internationallyag recorded one of the biggest drops in

scores and in relative international position dhermost recent decade.



Poverty in Bulgaria, as measured by the multipuegosusehold survey
methodology of the World Bank, has demonstratettiomg cyclical dynamic with the
economy in general. After recording levels below2d®f the national poverty line in
1995, only two years later in the midst of a sever@nomic crisis it shot up to above 30
%, and later dropped to 13 % in 2003. The regispatad indicates that the Southwest
region has a poverty rate significantly lower thia@ national average in 2003 (at 7%),
while all other five regions exhibit similar povemates ranging between 14 and 17 %.

As opposed to other socio-economic indicatorsethployment situation in
Bulgaria has been more a function of the procegzofomic reforms than a function
solely of the overall state of the economy. Thueshighest levels of unemployment for
the transition period were recorded after the fiiste years of authentic structural
reforms, introducing privatization, budget disaigj deregulation, and non-
accommodating monetary policy. Later, with the aampg of the reforms, with the
steady influx of foreign investments and with tle@tnuing corporate restructuring and
optimization, employment started increasing, evalhtueading to record low (for the
transition period) levels of unemployment, and éwally starting to cause increases in

the economic activity levels.

Table 1.1.2. Employment and Unemployment ratesulg&ian regions, 2000 and 2005

NW NC |NE SE SC SW

e-rate 2000 (%) [31.3 [38.1 |37.9 [36.4 }41.3 H47.0
e-rate 2005 (%) [35.2 [41.4 443 [44.1 [|43.7 [50.0
change 2005/2000+3.9 3.3 #6.4 [+7.7 |24 3.0

u-rate 2000 (%) 26.6 [18.1 3.4 [3.7 [13.5 [10.9
u-rate 2005 (%) [13.6 [10.7 [13.3 |o.6 |00 [7.6
change 2005/2000-13.0 [7.4 }11.1 }14.1 [35 |33

Unemployment in Bulgaria fell from 16.9 % in 20@010.1 % in 2005, while
employment rose from a low of 40.6 % to a high 4P4. In both cases the improvement
has been quite unevenly distributed among therdifteregions, with the two regions
bordering the Black Sea to the east benefitingribst, and the two regions in the south-

west of the country benefiting the least from theggrovements.



1.1.4. Economy

After the initial transition recession, Bulgariaga@ a tentative recovery in 1994
and 1995, but then plunged into a comprehensiveau and financial crises resulting
from the lack of reforms and the compounding ofustginable deficits. The result of the
crisis was a decisive political change, and thdeémgentation of a comprehensive reform
package. Since then reforms, receiving major suppdhe EU integration framework,
have been implemented relatively consistently, thedeconomy has rebounded, reaching
its pre-transition levels of activity by 2006, asignificantly surpassing them in per
capita terms. Figure 1.1.4 shows the dynamic oettumomic product as a percent of the

EU-25 average (at PPS) both at the national ancetjfienal levels.

Figure 1.1.2. Bulgarian national/regional levelsG@P as % of EU-25 average at PPS
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As most other regionally available socio-economiigators, regional GDP is
similar among five of the six Bulgarian regionstiwihe only exception being the

Southwestern regions, where the capital city drihesncome level significantly higher.



1.2. The present setup of Bulgarian regional policy

Today'’s setup of Bulgarian regional policy is aulesf a century-long process of
centralization and its relatively recent reversaider the late 1®century Ottoman
Empire, Bulgaria had 5 sub-imperial levels of gmegrce. By the end of the 2@entury
it had only one sub-national level with practicaportance: the districts, formed in 1959,
were important until the mid-1980s, and later with democratic reforms this
importance shifted down to the self-governing mipalties.

Only after 1998, under the influence of the EU asa@n process, Bulgaria
introduced two more sub-national levels of goveoeaithe 28 districts were restored,

and 6 planning regions were formed on their bdsiss is presented on Figure 1.2.1.

Figure 1.2.1. Districts and Planning Regions inRepublic of Bulgaria as of 2006

The process of regional development policy-makmBulgaria is governed by the
Regional Development Law of February 2004, whigslaeed earlier legislation in this
sphere. The adoption of this law coincided withabaclusion of negotiations on Chapter
21 “Regional policy and coordination of structuradtruments” between Bulgaria and the
EU, so the present legislation in Bulgaria fullyresponds with thacquis
communotaire and with the obligations undertaken by Bulgaritghis sphere. Another
relevant piece of legislation with respect to regilopolicy is the Territorial Organization
Law, adopted in July 2003, which also replacede@egislation with a set of norms
more closely harmonized with requirements of El@dives. The two laws establish the
basic principles and procedures for making decssieith respect to regional

development, as well as the necessary state baddestructures involved.



At present, the Bulgarian administrative systembesels, of which two have
autonomous power: the national administration &ednunicipalities, which are the only
level of local self-governance. The smaller of dtieer two levels are the districts (NUTS
[l), which are administrative units consistingsgveral municipalities each, and where
the central executive power is de-concentrated.disteict governors are appointees of
the council of ministers and their decisions artibas are a function of central policies.
The other level of administration consists of tf@nRing Regions, which form the NUTS
Il level. The only reason for their existence ie tequirement to have NUTS Il level
regions, and they have been formed on the basiedfistricts. The first time such
regions were defined was in 2000, and over thentastths of 2006 their definition
underwent a major revision. The NUTS Il region8irgaria do not have an
administrative structure, and their operationaigtess still being defined (see below).

The overall national coordination of policymakimggluding the field of regional
policy, is outlined in Figure 1.2.2. Under thisinatl coordinating structure, regional

development policies include involvement at theaegl, and at the local level.



Figure 1.2.2. National policy-making coordnatiorttwiespect to EU funding in Bulgaria.

EUROPEAN COMMISSION Community Strategic
F-=----- > 1 Guidelines
1
| H
! v 4 v v
' CENTRAL COORDINATION UNIT L National Strategic | | NSRF MONITORING COMMITTEE
! MINISTRY OF FINANCE Reference Framework
: XX v 4
CERTIFYING AUTHORITY |~ 72 1w oo---- Eav-------- L B et T et F-awe------ 1w
MINISTRY OF FINANCE ! oP oP OoP oP oP oP
1 | Monitoring Monitoring Monitoring Monitoring Monitoring Monitoring
AUDIT AUTHORITY i | Committee Committee Committee Committee Committee Committee
MINISTRY OF '
FINANCE !
boooAgfomeooooo- N A N oo e At N
EX ANTE oP oP oP oP oP oP
EVALUATIO Regional Development Human Environmen Transport Administrativ
N Developme of the Resources t e Capacity
nt competitivene Developme
ss of Bulgarian nt
economy Managing
EX ANTE Managing Managing Authority
CONTROL Authority - Managing Managing Authority - - MT Managing
MRDPW Authority - Authority - MoEW Authority -
MEE MLSP MSAAR
INTERNAL v 4 v v v A v A A
CONTROL 6 Implementing 1 Intermediate 3 Intermediate 1 Intermediate 2 Intermediate
Bodies Body Bodies Body Bodies
vt vh vh vt vt v

| FINAL BENEFICIARIES |

The most important aspect of the implementatioregfonal development is the
system of development plans. A major focus of sysgem is the absorption of EU funds
with respect to regional development. From bottgmthis system starts with municipal
development plans, which are prepared by each npatity through a procedure chosen
by itself. These plans feed into district developtrstrategies, prepared under the
leadership of the district governors. The municjgahs and the district strategies inform
the more elaborate deliberation of regional devalemt plans for each of the 6 planning
regions. The regional plans, whose time horizollevicthe EU planning periods, serve
as a basis for a longer term national strategydgional development, adopted by the
council of ministers. In turn, the National stratdgr regional development informs the
National Strategic Reference Framework, and thaiegDperating Programs.

At the regional level, six Regional Development @dls (RDCs) support the
implementation of the EU Cohesion policy within teeritory of Bulgaria. The Councils
are presided over by one of the district goverors: rotary principle. The Deputy

Chairman is a municipality representative. Memlaéithe Council are the district



governors and one municipal representative frorh éastrict, included in the planning
region, one representative from the Ministry of Regl Development and Public Works,
Ministry of Finance, Ministry of Environment and W&a Ministry of Agriculture and
Forestry, Ministry of Economy and Energy and Minysif Labour and Social Policy and
the Ministry of Transport, as determined by thevaht ministers.

The Regional Development Councils:

- discuss and co-ordinate the projects of the regidegelopment strategies and the
progress of the Regional Development Plan;

- discuss and co-ordinate the measures that sheuldgemented in the National
Operational Programme for Regional Development;

- adopt the ex ante evaluation of projects for thel@mentation of the measures;

- give a position on the annual and the final report;

- cooperate with district development councils anthwhe central government;

- are supported by Departments for technical assistanoordination and
management of regional programs and plans.

At the local level greater variety in policymakistyuctures is observed due to
different practices justified by the different sition in the municipalities. Special
Directorates have been set up in 20 % of the mpalities (big- and medium-sized) to
work with European projects. Units have been estladtl in 37% of the municipalities
(medium), comprising of more than two experts, oesjible for management of
European projects. In the rest 43% of the munitipal(small) there are appointed civil
servants, responsible for European projects, whiogme other duties as well. In
compliance with the partnership principle and wiite commitments, that have been
undertaken according to the Official cooperatiommaeandum, signed by the National
Association of Municipalities in the Republic of Baria (NAMRB) and the Council of
Ministers on 12 of October 2005, three priority areas have be¢erngned:
development of the decentralization in managemedtiiaancing; expanding the
capacity and improving the status and managemanuaicipal property and
infrastructure; preparation of the municipalities the Bulgarian membership in the
European Union.



The power structure of regional policymaking in @aria is dominated by the fact
of very strong financial centralization in the ctiyn- according to various estimates, no
more than 5 to 8 % of the expenditures made by apatities are financed by revenues
whose base and rates are under the discretiorcalfdathorities. There exists a long-
standing program for fiscal decentralization andifansferring of taxing and spending
powers to the municipalities. This program has auétted in a constitutional change in
early 2007, allowing municipalities to set the tates for local taxes. However, their
capacity to make policy will depend on the way tleeimpetencies are further specified
in a law, which is envisaged in the constitutiomalendment and is still pending. At
present, the de facto power of the central goventimesetting policy is extremely large,
and this to a large extent defines the actual wacf centralized policy-making. Even
when the constitutional amendment becomes opegdtiba local revenue base will
remain weak for many municipalities. A direct camsence of this setup is the fact that
local authorities still have very little discretiahthe expenditure side, and thus for
setting development policies.

The status of the two middle levels of governmarBulgaria is specific. The
district level is actually a de-concentration ofhizal government power rather than self-
government — the district governors are not elebtdédather appointed and replaced at
full discretion by the Council of Ministers, theask is to promote the government’s
policies, and they are not accountable to theenzof the respective districts.

The situation with the state of power at the lefehe 6 planning regions in
Bulgaria is extremely unclear at present. Thislleé@ower exists on paper only, but in
the near future it will be very important, becatltss is precisely the level which is
visible from the point of view of the EU — it isghevel whose plans are coordinated, and
the level which will receive EU funding. As of theoment there is lack of clarity about
the way it will be organized — the most importamategic choice being whether it will
involve self-government and elections, or like di&ricts it will be appointed by the
central government.

With respect to the power to implement policiessept at the center, administrative

capacity to make and implement policy is limitechfilevels of government.



1.3. Selection of Bulgarian Region to study

The selection of a region to focus on in studyimg link between social capital and
regional development policies is based on a ssewéral criteria. They include
population, relative level of development (the caghas to be eligible for cohesion
support), the presence of structural problemserdgvelopment of the region, and the
degree to which it is representative for the reBpecountry.

The concrete measurements for region selectiondedhe requirement that it does
not include the country’s capital, because thisaligulistorts most other measurements
and makes the region non-representative. Als@ring of population and economic
activity it has to be relatively large, while inmtes of development level and structural
problems — average. The more concrete quantitatitexia include population; regional
economic output (in terms of levels, in comparisoth other regions, and in terms of
dynamics over the recent years); the level of pyyeates of employment and
unemployment. While the last two indicators do aapthe presence of structural
problems in the respective regions, such probleansbe inferred from more qualitative
aspects of the regions, such as composition of@nanactivity; the presence of
municipalities and districts with large geographi economic differences; ethnic
diversity. The level of diversity along these lineishin the region is taken as an indicator
for structural problems and respective challengesg the regional development policy.

The data for each of Bulgaria’s 6 planning regiarespresented in Table 1.3.1.



Table 1.3.1. Selection of a Bulgarian Region

Country Income Level: INW [NC NE SwW |SC SE
37% of EU-25 avg. at PPS

capital INo |[No No Yes [No INo

[Population (2005, 000s) 958 949 997 2,111,561 | 1,135

Reg. gdp: EUR bn (2004) | 1.9 1.9 2.2 7.9 30| 26
Reg. gdp pc, % of BGavg |77.1| 79.6| 88.3|147.9| 77.2| 90.0

Problems: poverty rate (%) 15 14 15 7 17 16
e-rate 2005 (%) | 35.2 | 41.4| 44.3| 50.0 | 43.7| 44.1
u-rate 2005 (%) {13.6 | 10.7 | 13.3 761 10.0| 9.6

The picture which emerges from Table 2 is thatréggons in Bulgaria are
relatively similar, with the big exception of thel8hwestern region, which includes the
capital city and has respectively much higher Iewélpopulation, incomes and
development, and much lower levels of poverty amehtployment. Given that the rest of
the regions do not exhibit significant differencas,appropriate choice appears to be
South Central region, which among the five regionthe choice set is the largest one in
terms of population and overall economic actiwtfile being average in terms of
income per capita, poverty and unemployment rates.

The South Central region is relatively poor, but baen growing faster than the
four other relevant regions over the last sevesaly. It is relatively diverse in several
important aspects. In terms of economic activigsitles the large share of services, it is
also an important agricultural producer, and hasis large industrial centers. In terms
of physical geography, it combines plains with m@aimous areas, which in terms of
economic geography means a combination of majdecewith remote territories.
Ethnically, this region is possibly the most diveeoe in the country, containing areas
with high concentration of the Turkish minority,daa large portion of the country’s
Roma population. The differences between munidipaland districts are relatively
large, presenting a further challenge to the regjipolicymaking process.

Based on these considerations, the South Cengmahiplg region (region BG42) is

selected as the focus for the more detailed regmriecy analysis.



2. The structural funds in Bulgaria

2.1. General Information

2.1.1. Pre-accession instruments and regional derednt in Bulgaria

Due to the severe crisis in Bulgaria in 1996-198&,early stages of interaction
between Bulgaria and the EU pre-accession instrtaneancretely PHARE, had to be
focused on the short-term emergencies of the ssitigtion. Accordingly, the first two
PHARE programs for Bulgaria in 1997 and 1998 ditinclude medium and long term
objectives with respect to the country’s developinkeat rather provided two Emergency
Social Assistance Programs, which combined modeansttested support to poor
families for the winter with an opportunity for t@arary employment and training.

The medium term economic and reform program wadgllyi negotiated with and
supported by the IMF. The EU, including EU insiibas such as the EBRD and the EIB,
were among the major supporters of these reforrogeder, the strategic focus of the
reform process and the ensuing programs and olgsctivas a national one. Even
though different regions were differently affectgdthe policies, the regional aspects of
development were not a consideration under theranogThe only development at the
sub-national level, aiming at increasing its depatent capacity in the future, was the
creation of a number of regional development agenat the district level.

With the PHARE 2000 program, the focus of the preeasion instruments turned from
serving different current needs to serving the ssioa process. The issues of economic and
social cohesion became a focal point of the anRH#ARE programs, and from there had a
strong impact on the approved projects. Many ofptfogects aiding the country with its
political and economic criteria for membership disal clear cohesion components.
However, given the specifics of the accession m®e@d the inherited level of centralized
decision and policy-making in Bulgaria, at no pahtime did the PHARE programs have
specific regional focus, even though the 6 planmégions already existed. The same was
true for the more specific ISPA (targeting infrasture projects), and SAPARD (targeting

agriculture) pre-accession instruments. While thmeasures definitely had regional impact,



neither their planning, nor the implementation haggional focus in the case of Bulgaria.
The major reason for this was that the basic prograg structure of the pre-accession
instruments in the case of Bulgaria did not allewd linkage between the programs with
their specific projects, and the NUTS Il regioner Ehe same reason, no statistics are
available for the impact of different projects ima&d by pre-accession instruments on the

economic and social processes in specific regions.

2.1.2. The 2007-2013 general financial frameworlk&olgaria

The National Strategic Reference Framework for Baégfor the 2007-2013
planning period was approved by the European Cosiomsat the end of June 2007,
after a long process of refining the document. @&@bl.1 provides a general overview of

the envisaged financial framework for Bulgariatiee planning period.

Table 2.1.1. Financial Table for the Bulgarian NSRB7-2013

Financial table for the NSRF - Indicative annuéedtion by Fund and Programme

Convergence Community participation

OP Fund Total2007 2008 2009 2010 2011 2012 2013

ERDF and CF

Competitiveness | ERDF 873 78/ 110 145 141 137 133 [129

Regional

Development ERDF 1337119 | 168 | 222 | 216] 210 204 198

Transport ERDF+CH 1328119 | 167 | 221 | 214 208 202 196
ERDF 323 | 29 | 41 | 54| 52| 51| 49| 48
CF 1005/90 | 127 | 167 | 162| 158 153 149

Environment ERDF+CH 1328119 | 167 | 221 | 214 20§ 202 196
ERDF 323 | 29 | 41 | 54| 52| 51| 49| 48
CF 100590 | 127 | 167 | 162| 158 153 149

ESF

Human Resources ESF 878 78 110 145 141 137 (133 |129

Admin. Capacity | ESF 135/ 12| 17, 22/ 22 21 21 20

TOTAL

NSRF 2007-2013 5873|525 | 739 | 976| 948| 921 89% 86P

Total ERDF 2855255 | 359 | 474| 461| 448 435 42P

Total CF 2010180 | 253 | 334| 324| 315 306 29y

Total ESF 100890 | 127 | 168 | 163| 158 154 149




In terms of the institutional structure of the E&lated funding for regional
development in Bulgaria, Table 2.1.1 requires ssva@mments. First, as opposed to the
pre-accession instruments, the 2007-2013 peridchaasle a specific regional
development component. It will consist of its owpdPating Program Regional
Development (OPRD), and of contributions by thedpeian Regional Development
Fund (ERDF) for the operating programs in the f@el@dompetitiveness (for which the
ERDF provides the whole financing), transport, andironment.

In total, the OPRD for Bulgaria for 2007-2013 ig tleceiver of 22.7% of the
planned funding for Bulgaria. The ERDF will providese to half (48.6%) of the total
planned funding for the country.

The regional development aspect of the 2007-2048nphg period for Bulgaria is
transitional. The transition is from the pre-aceas$ramework, which explicitly did not
have any regional component or focus, to an exde2®@4-2020 framework in which
funding for regional development will probably I tmost important component for
Bulgaria under the convergence objective. The epiea for 2014-2020 is for Bulgaria
to have 6 separate operating programs for eachmipig@megion. The transitional aspect of
the 2007-2013 framework for Bulgaria lies in thetfénat, while introducing the regional
aspect and the funding for regional developmetiténrelationship between Bulgaria and
the EU, the regional development operating progeaasingle national one, spreading
over all 6 planning regions, and managed by thé&raegovernment rather than by
regional bodies. This setup has a structural effiedhe way the management of the
program is organized, and on the characteristitseocial networks involved in the

programming, implementing and monitoring phases.

2.1.3. The main actors in the framework of EU-fuhdegional development in Bulgaria

Regional policy-making in Bulgaria involves theaett of a broad range of actors,
who can be loosely split into three main grouppasated on the basis of their position
with respect to state power and of the level oifrtim¥olvement. The structure of the
actors follows the administrative division of theuatry. The main units of local self-



government in Bulgaria are the 264 municipalitiBsey are included in 28 districts.
Several district make up the 6 planning regionthefcountry.

The actors who represent state power in the prarestsvo main types, the ones for
whom regional policy-making is a primary focus, arhders who participate in it among
other things. The first type encompasses the aetibhsgreatest importance in the
process. They can be found in both the legislative executive branches of power, at the
central, regional, and local levels. More concketttle national legislature’s standing
committee on Local Self-Government, Regional Poding Urban Development is the
main setter of rules. At the local level, the rodeking bodies are the municipal councils
at the 264 Bulgarian municipalities. In the exegaitoranch, the main actors are the
Minister of Regional Development and Public Woritke, District Governors, and the
municipal Mayors. They are the major bodies couttiy the Regional Development
Councils, which formulate policies at the planniegion level.

Other representatives of state power, who are aeltgfor regional policy-making in
Bulgaria, are various ministers and state agen€ies.most important of them are the
ministers of finance, of transportation, of econcemy energy, of agriculture and
forestry, and of environment and water. Their fosusot specifically on regional
development and policy-making, but their area diveg is closely related to the
processes in the regions by affecting the struafiszonomic activity, the local
infrastructure, the standards of living conditioasd the availability of funding for
different programs and projects.

The third group of actors in the process of redigadicy-making includes the ones
who do not represent the state power, but ratleecithl society and other entities.
Besides citizens in general, who face the usu#éacwole action challenges, there are the
non-government organizations as representativepetific interests of the citizens and
followers of specific agendas in the process oiomg) policy-making. In the case of
Bulgaria the most active civic organizations seerbd the environmental groups.
Another group of representatives of the civil sbcere the business organizations,
which can be local chapters of national or intaomatl business organizations (the
Bulgarian Industrial Association, the Bulgarian @teer of Trade and Commerce, the

Rotary Clubs, etc.) as well as specific organizedifor the given locality or region.



Finally, the group of non-state actors includeghkoring transborder regions, which are
regions in other countries which are economicagggraphically and possibly culturally
related to the respective Bulgarian region and wtesstence expands the opportunities
for development and for the implementation of vasiprojects and policies.

The participation of civil society representatiweshe regional policy-making
process is realized through the application ofpiéuenership principle, which is
envisaged in the regional development legislatioth® country. The Bulgarian
authorities recognize that the partnership prircipla necessary element in the process
of policy-making in general, and with respect tgiomal development in particular. The
Bulgarian strategic programming documents are beiagared with the active
involvement of wide range socio-economic partnesr@gional and local authorities.
The relevant socio-economic partners are represémtdse NDP/NSRF and OPs
Working Groups at national level and Regional Depetent Councils at regional level.

The NDP/NSRR working group meetings are attendeeiXmperts of central
administration (Ministries), Agency for Economic #lgsis and Forecasts, State Agency
of Youth and Sports, National Statistical InstitUtiational Association of Municipalities
of the Republic of Bulgaria; Employers Associat@rBulgaria; Bulgarian Chamber of
Commerce and Industry; Bulgarian International Bass Association; Union of the
Private Bulgarian Entrepreneurs “Vazrajdane”; BulgaIndustrial Capital Association,
Bulgarian Industrial Association; Union for Econantmitiative; Confederation of
Labour “Podkrepa” and Confederation of Independeatie Unions in Bulgaria,
Bulgarian Regional Development Association, Natid@auncil for People with
Disabilities, Bulgarian Association of the Sociaité&rprises.

The OP working groups, including the one on regia®selopment, consist also of
representatives of both the public sector — mileistragencies as well as socio-economic
partners, representatives of relevant NGOs, acadstitutions and others. Also, each
Regional Development Council incorporates membetiseocivil society in its decision-
making process, and also invites other such reptaidees to its meetings and
discussions. Similar participation of civil sociegpresentatives takes place at the district

and municipal planning levels.



During the planning and programming phase of tigeoreal development
framework for Bulgaria, the involvement of socialimers was relatively active. They
participated in the Regional Development Couneaitswell as in the process of creating
the municipal development plans and the distrieettgment strategies. They also took
part in a number of discussions, roundtables andudtations throughout the process of
deliberating and preparing the NSRF and the OpsleTa 1.2 gives a general overview
of the role of partners in the regional policy-mrakprocess in Bulgaria with respect to
the EU funding.

Table 2.1.2. Involvement of partners in Bulgariagional policy-making

Stage Phase Participants Role of partners
Programming| NSRF European Commission; Consultative
Bulgaria
OPs European Commission; Consultative
Bulgaria
Projects | The Managing Authority of Consultative or acting
OPRR; Monitoring Committee; | through the Managing
social partners Authority or the
Monitoring Committee
Managing/ The Managing Authority; Consultative or acting
Implemention Bulgarian National, Regional and through the Managing
Local government; public or Authority

private organizations to be
proposed by the State

Monitoring Monitoring Committee; Participation in the
Bulgarian National, Regional and Monitoring Committees.
Local government, public or Powers are consultative
private organizations act but can be extended to
exclusively through the include voting rights.

Monitoring Committee

The most immediate observation from the generahdn presented in Table 2.1.2
is that the social partners, and the respectivialsoetworks, have predominantly
consultative role in the whole process of regigraicy-making. Whether they can get
voting rights depends on the central governmentigrdcal representations. What the
actual practice in this respect will be during pineject selection and implementation

phases of the process remains to be seen.



2.1.4. Institutional and Structural Changes inBlaégarian regions, 2006

The NUTS Il division of Bulgaria was revised in Awgj 2006 after intensive
deliberations. The reason was the strict requirémeder Article 3 of Regulation (EC)
1059/2003 that the population of a NUTS Il regibodd not be below 800,000.

A Working Group under the Chairmanship of a DepMtgister of Regional
Development formulated three different scenariesaftaptation to the minimum
requirement for inhabitants of NUTS Il regions. Tenevere six NUTS Il regions
approved on the basis of Article 6 of the Bulgafegional Development Law. The
problem was that 2 of the 6 regions had a populatiell below the required 800 000
inhabitants — the Northwestern Planning RegiontaadSouth-Eastern Planning Region.

The working group offered to the policymakers thpessible scenarios:

- to keep the number of the 6 planning districtstbueshuffle districts;

- to decrease the number of the planning districg-tdhis scenario would imply
the most serious changes, because both mergiraneegnd reshuffling districts
among regions had to be performed;

- to merge the Northwestern with the North Centrad] the Southeastern with the
South Central regions, reducing the number of NUT8gions down to 4.

The Council of Ministers adopted the first scena8till, the only NUTS Il region
that was not changed is the South-Western PlariRégion.

The changes in the composition of the Planning &tegwill have as a logical
consequence changes in the composition of the bRad evelopment Councils
because the governors of the respective distrietbylaw members of the respective
councils. The changes will also have serious caresaees for the accumulation of
statistical data for the respective Planning Regjgince 5 of the existing 6 did change.

The revision of the Bulgarian NUTS Il planning regs only several months before
Bulgaria’s accession to the EU and also beforé#gnning of a new planning period
for the Union has caused an institutional confusidre new definition of the Bulgarian
NUTS Il regions has already been operationalize&dystat, and the Operating
Program Regional Development submitted by Bulgaais been based on it. However,

the process of changing the Regional Developmenttheough the Bulgarian



Parliament has not been completed as of mid-20@¥itee respective districts still
participate in the regional decision and policy-mgkbodies under the old definition of

the regions. It is possible that this situation raatend for a considerable period of time.

2.2. Programming

In the case of Bulgaria for the programming of oagil policy the only relevant
period is 2007-2013, since the pre-accession fandsespective programs did not have
a regional dimension and since the first stratdgimsuments for regional development in
Bulgaria were created as late as 2005.

The design of the programming phase in Bulgarifuges an elaborate hierarchy of
strategic documents, with each level of governmesponsible for at least one
document. The existing rules concerning the prooédgliberation of plans and
strategies explicitly envisage the participatioradiroad set of actors, who can be
constituted in either consultative or decision-magktapacity.

The original design of the legislator, reflectedhie Regional Development Law, is
based on a bottom-up approach for reaching theaté basis of the implementation
phase, namely the single national Operating Prodtagional Development.

The process starts with the municipalities, whiekiedlop municipal development
plans, which are adopted by the municipal countiten these plans, with the
participation of a number of the municipal actdegd into the district development
strategies. These strategies are the responsitilttye centrally appointed district
governors, and are prepared by district developrmamcils organized by the governors.
The resulting strategies, together with the mumilcgdans, serve as a basis for the
regional development plans. These regional plamg@pared by the regional
development councils, and are adopted by the CbahMinisters.

At this step, the design envisages a major shufhfthe local and regional actors
and bodies to the central government. Under thpiees of the Ministry of Regional
Development and Public Works the regional develogrp&ans, among other things, are
used to develop the National Regional Developméat&yy, which is also adopted by

the Council of Ministers. The national strategyhien used in the preparation of the



leading national strategic document, the Nationt8gic Reference Framework, and
also in the development of the Operating Progragid®al Development. Both of these
final documents are prepared by the central goveminadopted and proposed by the
Council of Ministers, and approved by the Europ€ammission.

This design of the programming phase is presentgghgeally on Figure 2.2.1.

Figure 2.2.1. Structure of the Programming phadgutdgarian regional development
under the 2007-2013 EU framework.
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The formal design of the programming phase of B@/22013 EU-funded regional
development program for Bulgaria is, thus, basetivandifferent flows of decision-
making. On the one side, it is informed from thé&dm up by the local and regional
actors. On the other side, it is informed by tlmatsggic documents of the EU, to which
both the NSRF and the OPRD have to correspondttapgeoval by the European
Commission. It is thinkable, and quite possiblat these very different flows exert
contradictory pressures on the programming prodéss.possibility needs to be
managed to avoid controversies and conflicts. énciise of Bulgaria, given its status as a
poor new member and its fledgling regions, thidisgeally means that the bottom-up
decision flow needs to be deeply and constantlyawhwhat is going on in Brussels
and take it as a given. This obviously will involageriod of learning.

The formal design of the programming phase of B@/22013 EU-funded regional
development program for Bulgaria contains anotleéemtial tension front. It is between
the bottom-up approach for developing the stratdgauments, and the fact that a
decision was made (jointly by the Bulgarian Goveentrand the European Commission)
that for the first programming period of Bulgari@®mbership in the EU there will be a
single national OPRD rather than six separate OFRBD=ach planning region. This
decision separates Bulgaria from the countries watxzeded in 2004, many of whom
did have single national OPRDs but only for theagnmg one third of a programming
period, and also from Romania, which acceded tdctheogether with Bulgarian in 2007
but with separate OPRDs for each of its regionss $etup creates the possibility of
tension between the needs of the different munitips, districts and regions (expressed
in their development plans and strategies), andéhé&al government in its attempts to
coordinate within one program the sometimes caiilicsub-national plans, and also to
further its own policy agenda.

The analysis of the actual unfolding of the progmang phase of the 2007-2013
EU-funded regional development program in Bulg#rraugh the experiences in the
South-Central planning region, indicates that lpaitential dangers developed into actual
problems. The multitude of municipal developmeiatngl and district development
strategies, not in the least due to the fact they tvere prepared for the first time under a

new Law, were not actually aware of the strategiarjies of neither the EU, nor the



central government. The resulting vision of thealaactors about the regional
development plan and the national regional devetyrstrategy was of an eclectic
compilation of several lists of specific munici@eldd district projects. This vision clashed
with the established vision within the EU, accogdio which the highest strategic
documents set fundamental priorities and stratggats and within them the regional and
local authorities develop their own plans and openalize them in specific projects.
This clash coincided with the different prioritiesthe different regions and the
single national OPRD, which forced the central goreent into coordination dilemmas.
The two conflicts, first, led to frustration andsdppointment on the part of the regional
and local actors and, second, were resolved irr falvexpedience and centralization. The
result was an actual process which did involve igavany local actors, but which was
eventually centralized along the Sofia-Brussels axia way leaving very little room for

actual inputs on the part of these actors.

2.3. Implementation of the OPRD in Bulgaria

As opposed to the programming phase, the implemgipthase of the 2007-2013
Bulgarian regional development program is only bemjig by mid-2007. As a result,
there is no actual experience to study and maleeantes from, so the only available
material for analysis is the formal design of thegess. It is presented on Figure 2.2.2.

The major output of the implementing phase is thtfplio of projects, developed
and selected through the assessment methodologlerthre Bulgarian design of the
phase, the most important bodies here are diresitlyed to the Central Government,
which is a direct consequence of the decision @ l@asingle national OPRD. These
Central Government bodies are the Managing Autjionhich for the 2007-2013 period
is a General Directorate within the Ministry of Ragal Development and Public Works,
as well as its regional de-concentrations — thed®ed) Implementing Bodies.

As of mid-2007 the Managing Authority, which hagbdeavily involved in the
programming phase and in drafting the OPRD, is e&blished and functional, but the
RIBs are only just being constituted. Yet it isqsely the RIBs which provide the

practical link between the single national OPRD #n&lindividual planning regions.



They play a central role in the process of progedection, and have to transmit both
ways — the OPRD priorities down to the regions,rdggonal governance structures and

society, and the regional preferences and prigritfggtowards the Managing Authority.

Figure 2.3.1. Structure of the Implementing ph&d®ubgarian regional development
under the 2007-2013 EU framework.
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Under the present setup, the regional actors (aternment and non-government)
are envisaged to play a very important role, utideicoordination of the RIB. The RIB
is supposed to organize the regional resourcesludimg the Secretariats of the Regional
Development Councils and the available regionallaodl expertise — to set up the
project assessment committees, which will be tts firoject selection bodies. Also, in
cooperation with regional, district and local autties, the project assessment
committees are supposed to map the sub-nationelaj@uent plans and strategies into
specific project selection criteria.

At the same time, the central power role of the &8/ the RIBs is preserved,
inasmuch as they appoint the project selection cittes and have the final word in the
selection of the projects. The MA is also, togethigh the Monitoring Committee of the
OPRD, responsible for the project assessment melihgygl which will guide the project
assessment committees in performing their baskc tas

Thus the design of the implementing phase canstezlily allow it to go in two
quite different directions. It can lead to a veeptralized decision-making, paying formal
attention to the participation of regional and loaetors, but maintaining all substantive
powers within the Central Government. But, basethemprovisions of the Regional
Development Law about the inclusion of various playin the policy-making process
and on the requirements for application of thergaghip principle, it also can lead to
genuine participation of regional and local actarthe development, selection and
implementation of regional developmental proje@ien the lack of regional traditions
and identities and the multidirectional tendenewihin the process of regional policy-
making in Bulgaria, the first year of the first ewbstantially funded regional
development program in the country is too shod périod to be able to form well

informed assessment and expectations.
2.4. Evaluation and monitoring
While the implementing phase of the 2007-2013 BuggeEU-funded regional

development program is at its very beginning asidf2007, the monitoring phase is

still entirely in the future. Its formal designpsesented in Figure 2.4.1.



Figure 2.4.1. Structure of the Monitoring phas®uolgarian regional development under
the 2007-2013 EU framework.
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The formal design of the monitoring phase contéiessame features as the design
of the implementing phase. It contains two potéméiadencies of centralization and of
active involvement of regional actors. These twalencies can be observed in the figure
of the Monitoring Committee of the OPRD, which undés both central government,
regional and local actors, including civil socie¢presentatives.

Under the setup, the current auditing of the im@etation process is heavily
centralized and under the control of the MA, bt shubstantive evaluation of the overall
program rests mostly with the Monitoring Commitse®l with the European

Commission. An important aspect of the design,iteatb a relatively high centralization



of the phase, is again the fact that the OPRD ésfonthe whole country, respectively
the Monitoring Committee is also one for the whodeintry and the potential role of
actors from individual regions is relatively wealet the paths of regional actors to
provide feedback and evaluation of the regionakttgsment program and its

implementation exist and can be utilized.

2.5. Summary of regional development actors’ ineatent in EU structural funds

The institutional structure of the implementationgess of the EU structural funds
targeting regional development, together with ibllvork performed in the South
Central Planning Region in Bulgaria allow for angeal presentation of the level of
involvement of different actors in the process.sTig@sult is presented in Table 2.5.1,
where the involvement of each of five main groupaators in each of the nine
implementation phases of EU structural funds fgiaeal development is summarized.

There are several qualifications about Table 2Er&t, in the Table an entry of “2”
indicates a major level of influence of the respvechctor for the respective phase of the
implementation process, an entry of “1” indicateme level of influence, and an entry of
“0” indicates non-involvement. Second, for the casBulgaria, the only relevant period
for studying regional development is the 2007-2p&8od, for which however only the
programming phase has been nearly, while the imgaéation phase is at its beginning
and the monitoring phase has not involved any Bggmit activities yet, even though its
institutional design is ready. Thus it is only fivet four phases in Table 2.5.1 which are
actually based on the experience of the South Glemtgion, while the entries for the
other five phases are based on the analysis ofshieutional setup and on the

expectations about the process by the actors iSdkgh Central region.



Table 2.5.1. Social actors’ involvement in 2007-2@U structural funds for regional

development in Bulgaria

Governmental/public actors

Societal/private actors

Central

Regional

Local

Regional L ocal

Programming

1. Debates about
particular structural
problems and
elaboration of a
regional development
strategy

2. Drafting of
programmes

3. Decision on official
proposals for
programmes

4. Negotiation with the
Commission about
programmes

I mplementation of the Operational Programmes

5. Development of
individual projects
proposals

0

0

6. Appraisal of individual
projects

7. Approval of projects

Evaluation/M onitoring

8. Evaluation of
programmes

9. Monitoring of financial
transactions

The summary contained in Table 2.5.1 confirms tlestrimportant stylized facts

about the state of regional policymaking in Bulgdar the 2007-2013 planning period.

Except for the drafting of projects, the centralgmment is the single most decisive

actor in all phases of the process of EU-fundetreg development. Regional and local

governance actors have a limited role, with sorflaence over the process but strictly




subordinated to the central authority. Societabiscare visible exclusively as receivers
of funding with very little and indirect real inw@ment in setting priorities, developing
strategies and plans, in their implementation araduation.

3. Summary and conclusions

The brief review of the institutional structuretbé EU-funded regional
development program in Bulgaria for the period 2Q0713 in the context of the history
of the regional development setup in the counagds to several important observations.

First, there is no regional tradition in Bulgar&r more than a century the
tendency was towards a decreasing number of sudnaatevels of governance and a
high degree of centralization of the decision aalicg-making processes. This tendency
was strengthened during the first years of tramsiéifter communism.

But regional policies and regional focus are imaottaspects of policy-making
within the EU. This fact was reflected in Bulgadiaring the years of its accession to the
Union. EU is the sole reason for regions in Bulgafs a consequence the respective
legislation and institution building in Bulgariaeafairly recent and, accordingly, not well
established within the Bulgarian society, politesl administration. Bulgaria enters the
European regional policy-making process almoststage otabula rasa.

This situation has several logical consequences.NWTS Il level planning
regions, which are at the center of European regipolicy-making, are in Bulgaria still
just formal creations without their own capacitipsyers, resource base, and identity.
There is a lack of experience in programming, im@ating and monitoring of regional
development in general, and within the frameworkhef EU funds in particular. A
natural response is a relatively high degree ofraémation of the decision and policy-
making process at the national level, leading$mmgle national OPRD with a pivotal
role for the MA, which is set up as a body withne ttentral government.

At the same time, more as a desire for the futume s an attempt to shape the
present day realities, both the national regioeaktbpment legislation, and the EU
framework envisage a significant importance folioegl actors, both from the sub-

national governments and from the non-governmeastbeeSuch actors have been active,



although not very influential, in the programminggge for the 2007-2013 period. They
are also set to play a role in the implementing moditoring phases, but how exactly
this potential will unfold is still to be observed.

The general conclusion is that with respect to Bu&yas of mid-2007, the jury is
still out on whether socially relevant regionaldépolicy networks can be formed. The
formation of such networks will crucially depend forture decisions along two
interrelated dimensions. The first is whether fa planning periods after 2013 will
involve separate regional Operating Programs f@idal Development rather than a
single national one. The second is whether thenadiand/or district levels of
governance will be transformed into levels of ggfrernance with at least some elected

officials.



