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Part 1 General overview  
  
1. Definition of the objective 

To achieve the goal of becoming a member of the European Union means to commit ourselves to 
the principles described in the Treaties on which the European Union is founded (i.e. to become a 
Party to these treaties). 

  

Taking into account the task set out in Article 2 of the Treaty on European Union (the Maastricht 
Treaty) means to start preparing to accede to a degree of integration which has taken the EU 
Member States nearly four decades to reach. 

  

Therefore a clear understanding is needed on the basic principles founding the European Union in 
the economic area with due regard to the stages involved and the tasks set out for each one of 
these stages in order to arrive at the present stage of integration. 

  

In the economic area the EU integration process evolved from the Treaty of Rome (1957) 
establishing a common market and a progressive approximation of the economic policies of 
Member States, through the Single European Act (1986) providing for the establishment of the 
internal market, comprising an area without internal frontiers, to the Treaty on the European 
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Union (1992) committing EU members to another significant deepening of integration namely the 
establishment of economic and monetary union, ultimately including a single currency. 

  

The achievement of the goals of the Treaty on European Union is expected to take place by the 
year 1999. 

  

2. Characteristics of the series of stages involved in the EU integration process related to the free 
movement of goods: 

  

2.1. The Common market - stage one; based upon the objective of customs union which covers all 
trade in goods and which involves the prohibition between Member States of customs duties on 
imports and exports and of all charges having equivalent effect, and the adoption of a common 
customs tariff in their relations with third countries as provided for under Article 9 of the Treaty 
establishing the European Economic Community (the Treaty of Rome); The progressive 
establishment of the common market was to take place during a transitional period of twelve 
years. 

  

The establishment of the Common market started with the entry into force of the Treaty of Rome 
in 1958 and was completed by 1968. The Common market comprises the following activities (the 
list is related only to free movement of goods and thus not exhaustive): 

- achievement of duty-free access for all goods between Member States; 

- adoption of common external tariff in the relations of Member States with third countries; 

- mutual abandonment of anti-dumping and anti-subsidy measures; 

- approximation of the laws of member States to the extent required for the proper functioning of 
the common market. 

  

2.2. The Internal market- stage two; based upon the objective of adopting measures with the aim 
of progressively establishing the internal market over a period expiring on 31 December 1992. 
The internal market shall comprise an area without internal frontiers in which the free movement 
of goods, persons, services and capital is ensured (Article 13 of the Single European Act); This 
stage has been targeted for completion by the end of 1992 and a lot of progress has been achieved 
so far, but the process is not completed yet. 
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The measures to be implemented under the Single European Act are aiming to achieve the 
following: 

- free movement of goods, labour, capital, services; 

- removal of border controls; 

- harmonisation of VAT rates; 

- mutual recognition of standards and certification procedures; 

- common external trade policy; 

- open government procurement; 

- strong Community control of competition policy and state aids. 

  

The implementation period for Member States is five years and the changes necessary are so 
radical that many of the Member Sates have not yet passed all the legislation that was supposed to 
have been in place by the end of 1992. 1) 

The successful accomplishment of the task set out in the Single European act will result in the 
establishment and proper functioning of the Single market. 

  

  

2.3. The economic and monetary union - stage three. 

The objective set out in the Treaty on European Union is to promote economic and social progress 
which is balanced and sustainable, in particular through the creation of an area without internal 
frontiers, through the strengthening of economic and social cohesion and through the 
establishment of economic and monetary union, ultimately including a single currency in 
accordance with the provisions of the Treaty (Art. B of the Treaty of the European Union); the 
achievement of this objective is targeted for the year 1997-1999. 

  

2.4. Accordingly the present stage of integration of the European Union is described by the 
following principle (Art. 2 of the Treaty on European Union): 

"The Community shall have as its task, by establishing a common market and an economic and 
monetary union and by implementing the common policies or activities referred to in Articles 3 
and 3a, to promote throughout the Community a harmonious and balanced development of 
economic activities, sustainable and non-inflationary growth respecting environment, a high 
degree of convergence of economic performance, a high level of employment and of social 



4 
 

protection, the raising of standard of living and quality of life, and economic and social cohesion 
and solidarity among Member Sates". 

  

The achievement of this task comprises the following activities as defined under Article 3 of the 
Treaty on European Union (the list is exhaustive in order to illustrate the dimension of the efforts 
required to achieve the goal of membership): 

  

(a) the elimination as between Member States, of customs duties and quantitative restrictions on 
the import and export of goods, and of all other measures having equivalent effect; 

(b) a common commercial policy; 

(c) an internal market characterised by the abolition, as between Member States, of obstacles to 
the free movement of goods, persons, services and capital; 

(d) measures concerning the entry and movement of persons in the internal market as provided for 
in Article 100c; 

(e) a common policy in the sphere of agriculture and fisheries; 

(f) a common policy in the sphere of transport; 

(g) a system ensuring that competition in the internal market is not distorted; 

(h) the approximation of the laws of member states to the extent required for the functioning of 
the common market; 

(i) a policy in the social sphere comprising a European Social Fund; 

(j) the strengthening of economic and social cohesion; 

(k) a policy in the sphere of environment; 

(l) the strengthening of the competitiveness of Community industry; 

(m) the promotion of research and technological development; 

(n) encouragement for the establishment and development of trans-European networks; 

(o) a contribution to the attainment of a high level of health protection; 

(p) a contribution to education and training of quality and the flowering of the cultures of Member 
States; 

(q) a policy in the sphere of development co-operation; 
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(r) the association of the overseas countries and territories in order to increase trade and promote 
jointly economic and social development; 

(s) a contribution to the strengthening of consumer protection; 

(t) measures in the spheres of energy, civil protection and tourism. 

  

For the purposes of this study only the activities related to the free movement of goods will be 
explored in details (i.e. points (a), (b), (c) and partially point (h). 

3. Short summary of the historical widening and deepening of the EU (to illustrate the unevenness 
of the steps now facing the countries wishing to join the European Union 

  

3.1.Early years of the Common market 

The current EU was formed when the Treaty of Rome went into effect in 1958. At that time six 
countries joined and although it was often called the Common market, the EEC of the 1950s and 
the 1960s did not correspond to its name until 1968 when all tariffs were removed on intra-EEC 
trade. (The EEC-6 consisted of three powerful economies (West Germany, France and Italy) and 
three small rich countries (Belgium, Netherlands and Luxembourg). 

  

3.2. North-west enlargement in the 1970's 

Negotiations concerning the first enlargement started in 1970 soon after the EEC accomplished its 
goal of removing all internal tariffs and quotas (with the United Kingdom, Norway, Denmark and 
Ireland). The accession Treaties were signed in January 1972. When the United Kingdom, Ireland 
and Denmark joined (Norway did not join the EEC), the EEC was not much more than a free trade 
zone with common external tariffs and some harmonisation of sectoral policies (the Common 
Agricultural Policy and the Coal and Steel Community). 2) 

  

3.3. Southern enlargement in the 1980's 

In 1961 the EEC signed an Association Agreement with Greece. In 1970 it signed one with Spain. 
Portugal had a free trade agreement with the EEC since 1973 as a member of EFTA. 

  

The stage of bilateral free trade in industrial goods lasted 20 years for Greece, 16 years for Spain 
and 14 years for Portugal before their respective accession. 
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Greece applied for membership in 1975 and was admitted six years after it had tendered its 
application. Compared with the degree of integration implied by the Treaty on European Union, 
membership did not involve a big step for Greece. At that time even the Single European Act had 
not yet been conceived and actually the EEC at that time was very little more than a Customs 
Union and a Common Agricultural Policy. The accession of Greece was based mainly on political 
considerations as at that time its per capita income was only 80% of that of Ireland and only 41% 
of the EEC-9. 

  

Portugal and Spain applied for membership in 1977 and joined the EEC in 1987. These countries 
joined knowing that they would have to comply with the Single European Act. Since this Act 
stipulated an extremely large increase in the integration of all Community nations, Spain and 
Portugal faced a considerable step to membership. Both countries were granted long transitional 
periods of up to 15 years for many single market measures and massive transfers. 

  

3.4. North-east enlargement in the 1990's 

The most recent enlargement exercise (with Austria, Finland, Norway and Sweden) began in 1992 
and has gone rather smoothly and rapidly by all accounts (compared with previous enlargements). 

  

The three new Member States (Austria, Finland and Sweden) had bilateral duty-free industrial 
trade with the EU for two decades before taking the next step towards accession (after referendum 
Norway did not join the EU). 

  

The accession Treaties of Austria, Finland and Sweden entered into effect on 1 January 1995. It is 
considered that the reason for this comparatively easy enlargement is due to the fact that the great 
majority of the policy changes necessary to bring the applicants' policies in line with the EU's 
were already accomplished during the talks with these countries on the European Economic Area 
(EEA) agreement. Under its provisions these countries had already agreed to accept almost all the 
Acquis communautaire pertaining to the Single market. The European Economic Area came into 
being in 1993 and is considered as a Single market stage for the acceding States. 

  

4. Trade liberalization policy in the context of regional integration 

  

The debate over the positive and negative sides of trade liberalisation is a long-standing one. 
Political economy analyses of trade policy formation emphasise the asymmetric political influence 
of competing interests within the domestic economy. The costs of protection to consumers may be 
large in the aggregate, but they are widely distributed among thousands or millions of individual 
households. Export-oriented firms often fail to perceive the extent to which their ability to export 
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is reduced by their own country’s import barriers. Similarly, workers whose jobs would be at risk 
if trade barriers were reduced are aware of it, whereas the workers who would obtain the new jobs 
in the expanding export industries if barriers were reduced are seldom aware that continued 
protection is costing them jobs. For all these reasons, pro-liberalisation forces tend to be under-
represented in the trade policy making process because they do not lobby extensively. In contrast, 
import competing firms and workers have a clear and concentrated interest in lobbying for 
protection. In these circumstances, and as far as pressures exercised by different interested parties 
in the economy are concerned, a protectionist bias to trade policy decisions is more likely to be 
introduced than a liberalisation bias. An important question, therefore, in examining the effects of 
regional integration is their potential to shift the politics of the trade policy making process in a 
more liberal or more protectionist direction. That is exactly how according to our understanding 
the purpose of this comprehensive work on future Bulgarian membership to the EU is to be 
considered. 

  

The postwar history of regional integration agreements provides numerous examples of countries 
acceding to an existing arrangement. In an increasing number of instances, the desire for 
accession is motivated by market access "insurance" motives. The goal is not so much to obtain 
duty-free access to the integrated market - average MFN tariffs are relatively low for most 
products after the conclusion of the Uruguay Round of Multilateral Trade Negotiations, and some 
potential members are treated preferentially in any event - but rather to eliminate the threat of 
contingent protection, such as anti-dumping and countervailing duties. Another objective may be 
to secure a privileged trading relationship with a large trading partner as an insurance policy in the 
event of breakdown in the world trading system. If a regional agreement involving a substantial 
number of high income countries provides the opportunity for a limited set of developing 
countries to join, accession by one low-income nation may create a domino effect. Fears of trade 
discrimination and "investment diversion" may then lead other developing countries also to try to 
join the agreement. 

  

The above is a purely theoretical conclusion from the economics which however proved quite 
accurate through the postwar history and seems relevant also to the present situation in Europe 
where two main levels of trade and economic liberalisation could be noted: 

  

The first, is the one among the fifteen Member States of the European Union. This is the deepest 
level of integration and it is extended for the most part through the EEA to West European 
countries that have remained in EFTA. 

  

The second, is composed of those countries in Central and Eastern Europe, with whom the 
European Community has concluded reciprocal trade agreements. Among this latter group of 
countries, trade remains restricted except among the members of CEFTA. 
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CEFTA was created with the view to foster existing longstanding trade flows, but it also helps 
strengthen the respective countries "bargaining position" vis-И-vis major trading partners, better 
defend themselves against possible discriminatory effects. 

  

The EFTA was also established in 1960 by countries concerned with the EC’s supranational 
aspects and the likely level of the common external tariff (recently, many Asian countries have 
considered their options In the light of the completion of the EC’s Single Market and NAFTA). 

  

In this respect, several recommendations could be drawn concerning the Bulgarian approach to 
the issue of European integration process. 

  

In most of the cases the preferential tariff margin can no longer be considered a major incentive 
for trade vis-И-vis third countries. 

  

First. Bulgaria is to further develop its integration with the EU as its major trading partner, in 
order not to fall apart from the group of the associated Central and East European countries. This 
will lead to trade discrimination and "investment diversion" vis-И-vis those countries that are 
applying for membership to the EU. 

Following the conclusion of the Uruguay Round of Multilateral trade negotiations and the 
respective drastic cuts in tariffs, the Europe Agreement with its goal - the establishment of a Free 
Trade Area is to some extend already overtaken by events. 

  

Second. The concerted action of CEFTA (through dismantling tariffs and trade policy alignment) 
in the application for membership to the EU gives those four countries a theoretical possibility for 
a lead vis-И-vis Bulgaria and Romania in the process. Romania concluded a Free Trade 
Agreement with the Czech Republic and the Slovak Republic. Bulgaria is still in the process of 
negotiations. It is logical, that any form of FTA with the CEFTA countries prior to the actual start 
of membership negotiations with the EU will enhance our chances for better terms of accession to 
the EU, i.e. better stay for the Bulgarian economic operators on the single market. 

  

Third. The EU trade policy system is based on the multilaterally agreed principles and rules - 
those stipulated in the Marrakesh Agreement establishing the WTO and its Annexes. It is hardly 
conceivable that the actual process of negotiations for membership could even start before the 
accession of Bulgaria to the WTO. Bulgaria is the only one among the Central and East European 
countries in transition that is still not a WTO member. 
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Fourth. While there seems no sound alternative to the EU membership for Bulgaria, the major 
real economic question faced by the society is rather "how to match the current state of the 
Bulgarian economy with the necessity of further trade liberalisation when acceding to the EU" due 
to trade policy alignment. 

  

It is worth mentioning that the above list of recommendations should in no way be considered 
exhaustive. 

  

  

5. Conclusions 

  

- The establishment of an association between the Community and its Member States on the one 
part and the Republic of Bulgaria on the other part is providing for the appropriate framework for 
the gradual integration of Bulgaria into the Community; 

- The Agreement sets out the objective to gradually establish a free trade area between the 
Community and Bulgaria covering substantially all trade between them and to promote the 
expansion of trade and the harmonious economic relations between the parties and so to foster the 
dynamic economic development and prosperity in Bulgaria; 

- It is understood that the conclusion of such an agreement involves the political will of the parties 
concerned and also contributes to the fulfilment between the parties of the basic principles on 
which the European Community is founded; To this effect the association agreement is a 
necessary prerequisite for an accession agreement; 

  

  

  

Notes: 

1)According to latest statistics (as of June 1995) the average transposition rate is 92.6% while the 
threshold rate established for the proper functioning of the Single market is 95%. For the time 
being the problem sectors with a transposition rate of about 70% are: public procurement; 
insurance; free movement of persons (mutual recognition of professional training and education); 
intellectual and industrial property (trade mark Directive and rental rights Directive. Meanwhile 
the European Commission launched a series of studies on the effects of the Single market without 
frontiers with a view to publishing a report on the impact of the single market by mid-1996. 
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2) It is worth mentioning that upon accession Ireland's per capita GDP was about 50% of the 
EEC-6 average. 
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Part 2: The establishment of free trade area between Bulgaria and the 
European Union 
 

Taking into consideration the basic principles providing for the foundation of the European 
Union it is essential to explore the impact of trade liberalisation in the context of the political 
will to speed up the process of integration of Bulgaria into the European structures. With this 
regard liberalisation of trade between Bulgaria and the European Union is of equal 
importance to the political association with the EU and substantially contributes to the 
achievement of the goal of membership. 

  

From a trade policy point of view the conclusion of the Association Agreement provided for 
the possibility of deleting Bulgaria from the list of state trading countries in the domain of 
commercial defence and thus recognised the process of transforming the economy on market 
based principles. 

  

1. Current stage of trade liberalisation as provided for under bilateral agreements and 
arrangements reached so far. 

  

1.1. The Europe Agreement between Bulgaria and the European Communities and their 
Member States was signed on 8 March 1993. Pending its lengthy ratification process an 
Interim Agreement providing for the entry into force of the trade part of the Europe 
Agreement was signed on the same date. 

It has been anticipated that the Interim Agreement will enter into force soon after its signature 
(July 1993). However the date of entry was delayed for seven months due to an internal 
Community dispute on the application of commercial defence instruments and the Agreement 
with Bulgaria was taken hostage of this debate. Having reached a compromise on the 
disputed issue the Council of Ministers of the European Union took a decision to approve the 
entry into force of the Interim Agreement with Bulgaria and declared its concern at the losses 
unduly suffered by Bulgaria. 

The process of gradual establishment of a free trade area between Bulgaria and the 
Community started on 31 December 1993. 

  

The Interim Agreement ceased to apply in bilateral trade relations with the entry into force of 
the Europe Agreement on 1 February 1995. However for the purposes of the free movement 
of goods provisions the start of the trade liberalisation process is the date of entry into force 
of the Interim Agreement (hereinafter Europe/Interim Agreement is referred to as the 
"Agreement"). 
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In accordance with the provisions of the Agreement the Community and Bulgaria shall 
gradually establish a free trade area in a transitional period lasting a maximum of 10 years 
starting from the entry into force of the Agreement and in conformity with the provisions of 
the General Agreement on Tariffs and Trade (GATT). 

  

The Agreement provides for an asymmetrical tariff dismantling in favour of Bulgaria. Thus 
duties and measures of equivalent effect on industrial products originating in Bulgaria and 
exported to the Community markets will be eliminated 6 years after the entry into force of the 
Agreement at the latest. Quantitative restrictions and measures of equivalent effect on exports 
originating in Bulgaria will be eliminated upon entry into force of the Agreement with the 
exception of textile products for which specific arrangements are applicable. 

  

As far as dates are concerned (starting from 31 December 1993) market access for Bulgarian 
industrial exports will be completely liberalised by the end of 1998. 

  

On its part the Bulgarian side shall progressively dismantle tariffs on products imported from 
the Community during a period lasting nine years, i.e. by the end of the year 2001 (on 1 
January 2002). 

  

As far as trade in agricultural products is concerned the Agreement refers to the particular 
sensitivity of Community agricultural markets and provides only for certain improvement of 
market access within quantitative limitations. The agricultural concessions granted to 
Bulgaria are based on consolidation of the GSP treatment granted in 1991 to an insignificant 
part of Bulgarian agricultural exports and new concessions within quantitative limitation 
based on trade performance in previous years. 

The Bulgarian side also granted concessions to Community imports providing for duty 
reductions within quantitative limitations. 

For processed agricultural products the Agreement provides for tariff concessions based on 
phasing out of the non-agricultural component of the duties and for levy reductions applied 
on the agricultural component of the duty on the Community side. The Bulgarian side shall 
progressively reduce its import duties on processed agricultural products. These reductions 
shall be initiated in 1996 and be completed by 1 January 2000. 

  

1.2. The additional Protocols 
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Recognising the crucial importance of trade in the transition to market economy the 
Copenhagen European Summit decided to accelerate unilaterally trade liberalisation with the 
Europe Agreement signatories. The decision resulted in the conclusion of an Additional 
Protocol to the Europe/Interim Agreement signed December 1993 and entered into force on 1 
February 1994. The Additional Protocol provides for speeding up by one year trade 
liberalisation for industrial products including the so called sensitive sectors (textiles and 
ECSC products) and by six months the improvement of market access for agricultural 
products. 

  

As a result of the efforts of the Bulgarian side based on the assessment of the consequences 
of the delayed entry into force of trade liberalisation and the discussion which took place in 
the Joint Committee meeting in Sofia 24-25 March 1994, the Community took a political 
decision to compensate Bulgaria with a view to alleviate the consequences of the losses 
suffered. Further to this decision an Agreement in the form of exchange of letters was signed 
on 30 June 1994 with effect as of 1 July 1994. The Agreement provided for carry over of 
non-utilised quantities under preferential treatment to be used in 1994 and the following 
years. 

  

Following the decision of the Essen European Summit to align the timetables for trade 
liberalisation for Bulgaria on the timetables of the Europe Agreements of the Visegrad 
countries a Second Additional Protocol to the Europe/Interim Agreement was signed on 26 
January 1995. The Agreement entered into force retroactively as of 1 January 1995. 

  

As a result of the additional trade arrangements Bulgaria received equal to the Visegrad 
countries treatment on market access. These arrangements provided also for equal starting 
opportunities for all Associates in the pre-accession period. 

2. Timetable for establishing a free trade area in industrial products between Bulgaria and the 
European Union: 

  

The entry into force of the Interim agreement allowed for 1993 to be considered as the first 
year of the timetable for progressive trade liberalisation. The first year lasted only one day 
(31 December) and on 1 January the second step towards progressive establishing a free trade 
area took place. 

  

On the export side and in accordance with the provisions of the additional protocols 
amending the initial timetables, market access for Bulgarian industrial exports is virtually 
liberalised as of 1 January 1995 with the exception of the so called sensitive sectors. The 
Community will offer free trade for ECSC steel products exported from Bulgaria on 1 
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January 1996 and for textiles (with reference to elimination of quantitative restrictions) on 1 
January 1998 (however tariffs on textiles will be eliminated on 1 January 1997). 

  

On the import side no acceleration as compared to the initial timetable is envisaged so far. 
According to the level of their sensitivity and the necessity to provide some protection while 
national industries undergo restructuring imports of industrial products from the EU are 
subjected to progressive tariff dismantling under three schemes: 

- Scheme (1) provides for immediate liberalisation with the entry into force of the Agreement 
(on 31 December 1993); 

- Scheme (2) is an intermediate scheme starting one year after the entry into force of the 
Agreement (on 1 January 1994) with a view to arrive at complete abolition of tariffs for the 
products concerned five years after the entry into force (on 1 January 1998) 

- Scheme (3) provides for a later start of progressive liberalisation - three years after the entry 
into force of the Agreement i.e. on 1 January 1996. With the progressive dismantling of 
duties for the products falling under this scheme the free trade area on imports of industrial 
products from the EU will be established. According to the timetable envisaged it will be on 
1 January 2002. 

  

As far as export duties and charges with equivalent effect are concerned the Agreement 
provides for a transitional period of five years after entry into force and their abolition on 31 
December 1997 at the latest. 

Quantitative restrictions on exports from the EU to Bulgaria are eliminated on the date of 
entry into force of the Agreement. The Bulgarian side is expected to progressively eliminate 
its export restrictions five years after the date of entry into force at the latest. 

At present the Bulgarian side maintains quantitative restrictions on exports of scrap of ferrous 
and non-ferrous metals due to critical shortages on the domestic market. 

  

Both parties to the Agreement undertake to refrain from introducing between themselves any 
new customs duties on imports or exports or any charges having equivalent effect and from 
increasing those already applied in the trade between the Community and Bulgaria. For the 
purposes of the implementation of the successive duty reductions the duties actually applied 
are those applied on an erga omnes basis on the date preceding the date of entry into force of 
the Agreement (i.e. the rates applied on 30 December 1993). The same obligation has been 
undertaken in relation to quantitative restrictions and measures with equivalent effect. In case 
of market disturbances resulting from trade liberalisation the commercial defence provisions 
of the Agreement could be invoked (see below). 
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The respective provisions of the Europe Agreement follow the text of the Treaty establishing 
the EEC for the purposes of the establishment of the Customs Union between Member States. 

  

With the establishment of the free trade area for industrial products between Bulgaria and the 
European Union will be accomplished the requirement for prohibition of customs duties on 
imports and exports and of all charges having equivalent effect and of quantitative 
restrictions and measures of equivalent effect in trade between the two parties. 

  

This will take the integration process of Bulgaria closer to achieving the objective of 
membership (Articles 12-17 referring to elimination of customs duties between Member 
States and Articles 30-36 referring to elimination of quantitative restrictions between 
Member States of the Treaty establishing the EEC). Outside the provisions of the Agreement 
on free movement of goods remains the section related to setting up of the common customs 
tariff. However this element is to be treated upon accession (see below). 

  

  

3. Timetable for agricultural concessions 

The agricultural trade is not included in the free trade area. The Community grants duty 
and/or levy reductions of 20% of the applicable rates in the first year after entry into force of 
the Agreement (1993), of 40% in the second year (1994) and 60% in the third and following 
years (1995 and onwards). These reductions concern only products for which trade 
performance existed in the previous years. The concessions granted are within quantitative 
limitations increasing progressively at an annual rate of 10%. The Agreement provides for 
improvement in market access within a period of five years and does not envisage any 
additional steps to integrate the sector into the free trade area. Taking into account the 
additional amendments to the Agreement and the advancing by one year the timetables for 
Bulgaria with a view to align them on the timetables for the Visegrad countries the quantities 
under preferential treatment as of 1 July 1995 are those agreed for year five (instead of year 
three as initially stipulated). The amendments to the Agreement on raw agricultural products 
apply also to processed agricultural products (advancing of tariff treatment and application of 
quantities under preferential treatment). 

  

The Bulgarian side has granted concessions within quantitative limitations under two 
schemes for duty reductions with regard to the sensitivity of the products concerned. Thus for 
a list of products which are traditionally imported from the EU the duties are reduced by 10% 
on 31 December 1993, by 20% on 1 January 1994 and by 30% on 1 January 1995. This tariff 
treatment (30% reduction of the applied rate) will apply also in the successive years. The 
second scheme relates to a list of products which are considered sensitive and thereforee the 
duty reductions are of 5% on 31 December 1993, 10% on 1 January 1994 and of 15% on 1 
January 1995 and onwards. There is no advancing in preferences as far as quantities are 
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concerned. Therefore the quantitative limitations under preferential treatment applied in 1995 
are those envisaged for the third year following the entry into force of the Agreement. 

  

For processed agricultural products the Bulgarian side has only indicated the list of products 
for which tariff concessions shall be granted to the Community and the period for progressive 
reductions (1996-2000). No provisions are made on agricultural and non-agricultural 
components incorporated into the processed agricultural products and actually the Bulgarian 
customs tariff does not differentiate between these two elements yet. 

  

4. Recent trade developments 

  

During the period 1990-1994 Bulgarian external trade contracted significantly as compared to 
previous periods. 

Trade developments have been directly influenced by internal and external factors. 

  

The shrinkage of trade volumes followed the contraction of the economy (GDP declined by 
9.1 per cent in real terms in 1990, by 11.7 per cent in 1991, by 5.7 per cent in 1992, by 4.2 
per cent in 1993). 

  

On the external side, the decline in Bulgarian foreign trade during the period 1990-1993 was 
mainly due to the collapse of trade with its partners from Central and Eastern Europe and to 
the embargo towards Iraq, Serbia and Montenegro in accordance with UN Security Council 
Resolutions. 

  

The disruption of trade flows with former CMEA countries (accounting for nearly 80% of 
total external trade) resulted in total drop in exports by 56 per cent in 1991 (exports to the 
former Soviet Union alone fell by nearly 60% and to the other CMEA countries by almost 
70%). 

  

Bulgaria suffered huge direct losses from the Gulf crisis and drastic direct and indirect losses 
due to UN Security Council embargo towards Serbia and Montenegro. The latter factor has 
considerably affected also key European trade flows due to infrastructural problems as a 
result of the embargo. 

  



17 
 

As a result of the unfavourable external developments the period 1990-1993 has been 
dominated by a huge decline in export earnings, bunching of debt payments, depletion of 
foreign exchange reserves, current account deficit. 

  

The lack of financing in convertible currency was reflected in sharp decrease in import 
volumes (in 1991 alone total imports fell by 70 per cent). 

  

This pronounced deterioration in trade performance resulted in a shrinkage of foreign trade 
share in GDP in 1991 to less than half of GDP. It was only in 1992- 1993 that the share of 
foreign trade in GDP recovered to its traditional level of 75-80%. 

  

On the other side in the context of the economic reform a radical trade reform has been 
undertaken aimed at opening up of the Bulgarian economy to international competition and 
placing the foreign trade sector among the key factors contributing to the overall 
liberalisation of the economy. This provided for the possibility of establishing new trade links 
with the world economy and resulted in significant reorientation of trade flows. 

  

After the dramatic contraction of external trade at the beginning of the period a gradual 
recovery of trade flows started since 1992 onwards. Total foreign trade turnover increased by 
8 per cent in 1992, by 3 per cent in 1993 and kept at the same level in 1994 (due to a 
contraction of imports in 1994). 

  

The average increase in trade volumes resulted mainly from an increase of trade with the 
OECD countries. These markets accounting for only 12% of total Bulgarian exports in 1990 
attracted 46.7% of Bulgarian exports in 1994 (in absolute terms exports to OECD increased 
by 20% in 1994 as compared to 1993). 

  

On the import side OECD suppliers accounted for 46.5% (table 2) of Bulgarian imports in 
1994 (table 1) in contrast to a share of 22% in 1990 (in absolute terms in 1994 imports from 
OECD drooped by 2.4 per cent as compared to 1993). 

  

Trade with CEEC including trade with the former Soviet Union also started to recover since 
1992 although at a slower rate ( exports increased by 13 per cent in 1994 in relation to 1993 
while imports in 1994 dropped by nearly 15%). However the share of CEEC (including the 
former Soviet Union) has not reached its previous levels and remained within the scope of 
12-15 per cent of total exports (table 1) and 25-30 per cent of total imports (table 2). 
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The slow recovery of Bulgarian external trade has been dependant also on developments in 
the world economy. Thus trade performance with CEEC and the former USSR has been 
influenced by the ongoing progress of economic transformation in these countries 
themselves. 

  

  

The recession in most of the developed economies affected the opportunities for trade and 
market access utilisation and therefore encouraged to a lesser extent trade expansion. 

Substantial changes occurred in the commodity structure of Bulgarian foreign trade. These 
followed the market reorientation of exports and the process of economic restructuring. The 
share of investment goods decreased on the export and on the import side in favour of the 
recorded share of consumer goods. 

  

Exports of main commodity groups developed as follows: 

- exports of machinery and transport equipment continued to decline; their relative share in 
total exports dropped from 19 per cent in 1992 to 13 per cent in 1994 (table 3) (this group 
accounted for over 60 per cent of total exports in 1987-88 and gradually lost its priority role 
during the following years); 

- exports of base metals and their products and of chemical products, plastics and rubber 
recorded a gradual increase; their respective relative shares improved from 15 per cent in 
1992 to 17 per cent in 1994 for chemical products and from 15 per cent in 1992 to 20 per cent 
in 1994 for base metals; 

- exports of textiles and clothing and other industrial consumer goods developed at a steady 
rate accounting for 13-14 per cent of total exports; 

  

Exports of agricultural products declined following the significant drop in domestic 
production and also an oversupply of agricultural goods on the world markets and disruption 
of traditional trading relations. Exports of perishable goods towards European markets were 
particularly affected due to the extra costs of transportation because of the embargo towards 
Serbia and Montenegro. The relative share of agricultural products in total exports dropped 
from 27 per cent in 1992 to 22 per cent in 1994. 

  

On the import side the group of mineral products and fuels has been prevailing during the 
period 1992-1994, accounting for 38 per cent in 1992 and 1993 and for 30 per cent in 1994 
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(table 4). It has been followed by imports of machinery and transport equipment accounting 
for 22-24 per cent and by the imports of chemical products, plastics and rubber. 

  

The share of agricultural products remained within the range of 8-11 per cent of total imports. 

  

In spite of the regressive development of agricultural exports Bulgaria continued to be a net 
agricultural exporter (the export/import ratio for agricultural trade ranged between 1.8 and 
1.9). 

  

Bulgaria has also been a net exporter in trade in base metals (export/import ratio of 2.5 - 2.8), 
in chemical products, plastics and rubber with an export/import ratio between 1.1 and 1.3, in 
trade with textiles (1.1 - 1.2), in trade in wood, paper, glass (1.1). 

  

On the basis of export/import ratio Bulgaria has been a net importer of mineral products and 
fuels (0.2 - 0.3) and of machinery and transport equipment (0.5) 

  

Trade data for the period 1992-1994 indicate an unsteady rate of recovery of Bulgarian 
external trade with exports lagging behind imports. The situation of a nearly balanced trade in 
1991 reversed in 1992 and the following years. 

  

The largest trade deficit was registered in 1993 to the amount of USD 1 336 000 000. This 
substantial imbalance was considerably improved in 1994 due mainly to a decrease in 
imports (by 15 per cent) and to a lesser extent to an increase of exports (by 11 per cent). 
However the balance registered in 1994 remained negative to the amount of USD 159 000 
000. 

  

4.1. Trade developments with the EU; 

The EC has become the major trading partner of Bulgaria among the OECD countries 
accounting for 33.5 per cent of total exports (table 1) and for 34.1 per cent of total imports in 
1994 (table 2) (in contrast to an insignificant share of 8 per cent of total 1990 exports and 16 
per cent of total 1990 imports). 
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Trade developments with the EC followed the general reorientation of trade patterns and 
revival of trade with the OECD partners. 

  

The rates of growth of trade volumes registered during the period 1991-1994 have been 
positive. On an year to year basis Bulgarian exports increased by 30% in 1991, by 18% in 
1992, by 6% in 1993 (table 5) and by 36% (table 6) during the period I-IX 1994 (on an year 
to year basis). The registered rates are much higher than the total exports average and 
significantly contributed to the achievement of this average. 

Following a substantial drop in 1990 to the amount of 40 per cent, imports witnessed a 
revival and a positive rate of growth of 8 per cent in 1992, 21 per cent in 1993 (table 5) and 
23 per cent during the period I-IX 1994 (on an year to year basis).(table 7) 

  

It is worth mentioning that while deliveries to and supplies from EC markets are playing a 
significant role in Bulgarian external trade, the Bulgarian share in Community trade with the 
Central and Eastern European countries (excl. former USSR) is the smallest one ranging 
between 4-5 per cent of imports from and exports to the region (in total extra Community 
trade Bulgarian share ranges between 0.2 - 0.3 per cent). 

  

On a product group basis Bulgarian exports in 1994 consisted of textiles (19.2) of total 
exports to the EC, base metals (19.2%), machinery and electrical equipment (11.1%), 
products of the chemical and allied industries (8.9%), followed by the group of beverages, 
spirits, tobacco (6.4%) and live animals and animal products (5.3%). The 1994 commodity 
structure resulted from a dynamic development of the main product groups which registered 
huge volume increases (of 227% for base metals, 156% for machinery and electrical 
equipment, 142% for products of the chemical industry, 112% for textiles). (table 6). 

The Community has become the main market for Bulgarian exports of live animals and 
animal products (about 42% of total exports are effected on the Community markets), of raw 
hides and skins (54% of total exports), of textiles and textile articles (about 60%), of footwear 
(70-80%). 

  

The ratio between industrial and agricultural exports has also changed. In 1991 industrial 
products accounted for 74 per cent and agricultural products - for 26 per cent of total exports. 
In 1994 the share of industrial exports increased to 85 per cent due to slower developments in 
agricultural exports in contrast to the recorded rapid rise of industrial exports (table 5). As a 
consequence the value added group of products slightly improved its share in Bulgarian 
exports to the EC. 
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On the import side the supplies from the EC in 1994 consisted mainly of machinery and 
equipment (25.4%), textiles (12.2%), products of the chemical industry (10%), vehicles and 
transport equipment (9.2%), products of the food processing industry, beverages (8.1%), 
vegetable products (5.9%).(table 7) 

Imports from the EC of some product groups registered substantial increases in 1994 as 
compared to the previous year (imports of vegetable products increased by 299%, of animal 
or vegetable fats and oils - by 164%, of wood and articles of wood - by 158%, of base metals 
and articles of base metals - by 143%, of plastics and articles thereof - by 140%).(table 7) 

The Community has become the main supplier to Bulgaria of live animals and animal 
products(about 53% of total imports of live animals are supplied from the Community), of 
plastics, rubber and articles thereof (52%), of raw hides and skins(50%), of textiles and 
textile articles (65%), of footwear (76%),of machinery and appliances (47%), of transport 
equipment (48%), of precise apparatus and instruments (50%). 

  

According to the registered export/import ratios in 1994 Bulgaria was a net importer from the 
EC both in industrial and agricultural trade. The reverse in export/import ratio in agricultural 
trade was registered in 1993 while in 1991 and 1992 Bulgaria was a net agricultural exporter 
to the EC. 

For some industrial product groups Bulgaria has also been a net exporter (the export/import 
ratio has been as follows: for raw hides and skins between 1.4 - 1.7; for wood and articles of 
wood - 3.2; for textiles and textile articles - 1.4; for articles of stone - between 1.7 - 2.8; and 
for base metals and articles of base metals - between 2.3 - 4.1). 

For machinery and transport equipment Bulgaria has been a pronounced net importer. 

  

The revival of exports to the EC provided for the possibility to finance imports and thus 
resulted in overall trade expansion. 

  

At the same time trade deficits have been maintained during the whole period 1991-1994. 
The experienced imbalances indicate that the rate of export growth has not been sufficient to 
improve the substantial trade deficits traditionally ran with the EC. Moreover a negative for 
Bulgaria balance was registered in agricultural trade in 1993 and 1994.(table 5) 

  

Among individual Member States the main trading partner of Bulgaria has been Germany 
(more than 1/3 of total trade with the EC), followed by Greece, Italy, France and the United 
Kingdom. 
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4.2. Trade developments with other trading partners 

In 1994 the main markets for Bulgarian exports (besides the EC) were: former USSR 
(accounting for 17.3 per cent of total exports), former Yugoslavia (13.8 per cent) other 
OECD, excluding EC and EFTA (13.2 per cent), Arab countries (5.3 per cent, CEEC (4.6 per 
cent) (table 1). 

  

The main suppliers in 1994 were: former USSR (accounting for 31.6 per cent of total 
imports), developing countries (13.2 per cent), EFTA (6.2 per cent), other OECD (6.2 per 
cent), CEEC (5.4 per cent). (table 2) 

  

Trade developments during 1991-1994 indicate a gradual diminishing of the shares of the 
former USSR and the CEEC, while in 1990 Bulgarian exports to former USSR and to CEEC 
accounted respectively for 64 and 14.5 per cent of total exports with imports from the same 
region accounting for 71 per cent. 

  

The annual rate of trade developments with CEEC during the period 1992-1994 has been 
quite unsteady. Thus 1993 exports were 5 per cent less than 1992 exports, while in 1994 
exports increased by 13 per cent in relation to 1993. On the import side an increase of 49 cent 
was registered in 1993 and a drop of 15 cent in 1994. 

  

The biggest trading partner of Bulgaria among the CEEC (but also among the rest of the 
individual partners) has been the Russian Federation. Its share in total exports decreased from 
nearly 50 per cent in 1991 to 17 per cent in 1992, 14 per cent in 1993 and 12 per cent in 1994. 
At the same time for some main items of Bulgarian exports Russia has remained the most 
important market (nearly 70 per cent of Bulgarian exports of pharmaceuticals, 40 per cent of 
exports of cigarettes and 35 per cent of exports of wine are effected on the Russian market). 
Some other products, traditionally exported to this market, have gradually diminished their 
share (some types of work trucks, soda ash, electrical appliances, fresh and processed fruit 
and vegetables). 

  

On the import side the Russian Federation is still a very significant supplier although its share 
in total imports drooped from 47 per cent in 1991 to 19 per cent in 1994. However more than 
50 per cent of total crude oil deliveries, 50 per cent of cotton deliveries and 42 per cent of 
vehicles are imported from Russia. 
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The significance of neighbouring countries as important trading partners of Bulgaria has also 
increased. Taken as a region (i.e. including Greece) the Balkan States accounted for more 
than a quarter of total exports and between 9 and 12 per cent of total imports during the 
period 1992-1994. 

  

The markets of the developing countries attracted between 12 and 17 per cent of total exports 
(Arab countries alone accounted for about 5-7 per cent). 

Trade balances with most of the trading partners remained negative for Bulgaria (surpluses 
were registered only in trade with Arab countries in 1993 and 1994 and with some 
developing countries in Africa). 

  

  

5. Trade liberalisation and its impact on the economy; 

  

5.1. The effect of trade liberalization under the Europe Agreement. 

As indicated above imports of industrial products from the EU are subjected to three different 
schemes of tariff dismantling. 

  

The 10 years period for the progressive liberalisation of Bulgarian market is considered as a 
reasonable length of time to allow Bulgarian industries to adapt gradually to more 
competitive imports. 

  

An immediate liberalisation would have drastically increased the adjustment cost in the short 
run which the economy would not have been able to withstand during the process of its 
restructuring. 

  

In general terms border barriers (tariffs, quantitative restrictions and measures with 
equivalent effect) serve the purposes of domestic market protection by raising the internal 
prices above the international price levels and thus making imports less attractive to domestic 
demand. The consequent impact of removal of these barriers is an increase of competition on 
domestic market as a result of the shift of demand also towards external suppliers. In case of 
imported products being more competitive than the domestically produced ones the 
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immediate effect may be a very high adjustment cost (including the social impact as a result 
of reducing production capacities and closure on non-competitive enterprises). 

  

On the other side the increased competition contributes to the restructuring of domestic 
production away from the highly protective market, towards activities where the country has 
an actual or potential comparative advantage. The pursuance of such a policy results in more 
efficient use of national resources, increase of productivity and economic growth. 

  

Thereforeee and taking into account the reallocating effect of the establishment of a free trade 
area as well as the current level of the economic potential of Bulgaria it is considered that the 
ten years period is a reasonable length of time for the opening up of the domestic market 
towards competitive pressure coming from the Community. This is the philosophy behind the 
three different schemes grouping imports according to the process of gradual adapting of the 
national economy to market forces. 

  

The frontloading scheme (immediate liberalisation) covers about 22% of total industrial 
imports from the EU according to 1991 statistics. The list of products concentrates on: 

  

- inputs for the domestic industry: mineral products; ores; mineral oils; inorganic and organic 
chemicals; tanning or dyeing extracts; tannins and their derivatives; dyes, pigments and other 
colouring matter; raw hides and skins; wood and articles of wood; cork and articles of cork; 
paper and paperboard; wool, fine or coarse animal hair; cotton; man-made filaments; man-
made staple fibres; wadding, felt and nonwovens; impregnated, coated, covered or laminated 
textile fabrics; 

- machinery and equipment, instruments and apparatus (the substantial part relates to spare 
parts for different type of machinery): steam turbines and other vapour turbines; other 
moving, grading, levelling, scarping, excavating, compacting, extracting or boring machinery 
for earth, minerals or ores; machinery for making pulp of fibrous cellulosic material or for 
making or finishing paper or paperboard; printing machinery; machines for preparing textile 
fibres, spinning, doubling or twisting machines and other machinery for producing textile 
yarns; machinery for washing, cleaning, drying, ironing, pressing, bleaching, dyeing, coating 
or impregnating textile yarns, fabrics or made up textile articles; machines for assembling 
electric or electronic lamps, tubes or valves in glass envelopes; machinery for working rubber 
or plastics; primary cells and primary batteries; diodes, transistors and similar semiconductor 
devices; parts and accessories for motor vehicles; instruments and apparatus for physical or 
chemical analyses; oscilloscopes, spectrum analysers; measuring or checking instruments, 
appliances and machines; 

- product varieties not produced in Bulgaria such as: some pharmaceutical products; some 
fertilisers (mineral), essential oils; pulp of wood or of other fibrous cellulosic material; glass 
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and glassware; some iron and steel products; some copper products; tin and articles thereof; 
other base metals, cermets; 

- traditionally imported from the EU such as: photographic or cinematographic goods; 
plastics, rubber and articles thereof; printed books, newspapers, pictures and other products 
of the printing industry; precious or semi-precious stones, precious metals and articles 
thereof; optical fibres; frames and mountings for spectacles; image projectors, other than 
cinematographic; orthopaedic appliances; apparatus based on the use of X-rays. 

  

The list of products for duty free access to the Bulgarian market is elaborated with a view to 
create favourable conditions for domestic industries with potential advantages for exports. 

  

The second scheme for gradual liberalisation of imports from the EC started on 1 January 
1994 providing for 20% reduction of the basic duty for the products included in the scheme. 
The next steps of duty dismantling will take place respectively on 1 January 1996 providing 
for 60% reduction and on 1 January 1997 providing for the elimination of the remaining 
duties. 

  

The process of gradual opening up and thus exposure of the Bulgarian market to the 
competitive pressure of EU imports starts with the entry into force of the intermediate 
scheme. 

  

The product coverage is comparatively limited (approximately 6% of industrial imports 
falling under this scheme are imports of vehicles (not produced in Bulgaria). Thus the scope 
of products directly influenced by trade liberalisation is about 10-11% of industrial imports. 
The list consists of products produced (group I) and products mainly imported in Bulgaria 
(group II). 

Products falling under group I relate to the following industries: 

- chemical industry: production of inorganic substances; production of colouring matter; 
production of soap, organic surface-active agents, washing preparations; production of 
plastics and articles thereof; production of some rubber products and articles thereof; 

- production of paper and paperboard; 

- textile industry: limited opening up of the market for wool yarn and woven fabrics and of 
cotton yarn, of man-made filaments, of man-made staple fibres, of knitted or crocheted 
fabrics, of articles of apparel and clothing accessories knitted or crocheted and of articles of 
apparel and clothing accessories not knitted or crocheted; 
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- glass industry: partial opening up of the market for cast glass and rolled glass, of float glass 
and surface ground or polished glass; 

- steel industry: very limited opening up of the market for ferro-alloys, flat-rolled products of 
iron or non-alloy steel, wire of iron or non-alloy steel, flat-rolled products of stainless steel, 
articles of iron and steel (the scope is less than 1% of total imports) 

Products falling under group II are as follows: 

- photographic or cinematographic goods; 

- miscellaneous chemical products; 

- some machinery and equipment; 

- motor cars and other motor vehicles, motor vehicles for the transport of goods; 

- optical, photographic, cinematographic, measuring, checking, precision, medical or surgical 
instruments and apparatus; parts and accessories thereof; 

- clocks and watches and parts thereof. 

  

For the bulk of Bulgarian imports from the EU (61%) trade liberalisation will begin only on 1 
January 1996 according to the timetable provided for under the third scheme. The scheme 
provides for certain even steps in duty dismantling. Thus on 1 January 1996 the duties for the 
products concerned will be reduced to 80% of the applied rates and these levels will apply 
also in 1997. On 1 January 1998 the duties will be reduced to 60%, on 1 January 1999 - to 
45%, on 1 January 2000 - to 30%, on 1 January 2001 - to 15% and on 1 January 2002 the 
remaining duties will be eliminated. 

  

These gradual steps of diminishing the level of protection are expected to contribute to the 
progressive adjustment of domestic industries to external competitive pressures as trade 
liberalisation will result in attracting imports which are much more competitive. Taking into 
account also the limited consuming capacity of the national economy the progressive 
development of the ability to withstand competitive pressures will help domestic industries 
prepare for a market environment providing for redistribution of resources on the basis of 
improving their efficiency. 

  

As far as infant industries and sectors undergoing restructuring are concerned the Agreement 
provides for the possibility of exceptional measures of limited duration in the form of 
increased duties for a period not exceeding five years. However the total value of imports of 
the products subjected to these measures may not exceed 15% of total imports from the EU. 
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This specific provision is intended to safeguard Bulgaria's efforts to develop its economy and 
to successfully complete its effective restructuring. 

  

The entry into force of the Agreement and its application during 1994 (according to statistical 
data) did not affect substantially industrial imports from the Community. The registered 
increases are related to product groups traditionally imported from the Community. 

  

As far as agricultural products are concerned the imports effected in 1994 were mainly of 
products outside the tariff concessions granted by Bulgaria (products falling outside the scope 
of the Agreement). For products for which Bulgaria has opened tariff quotas for the 
Community the level of utilisation is very low (according to information received from the 
customs authorities). For some tariff quotas there has been no application for quota shares. 

  

The summarised record of submitted applications for shares of the 1994 quotas on imports of 
products subjected to duty reductions of 20% indicate that these are related to imports from 
the Community of cheeses (level of quota utilisation of 23%), of mandarins (level of quota 
utilisation of 81%), of lemons (only 1% of the quota amount was used), of vegetable seeds 
(24%), of rape oil (only 4% of the quota amount); the record of applications for quota shares 
on imports subjected to 10% duty reductions indicate that these were related to imports of 
frozen meat of bovine animals (20% of the tariff quota was used in 1994), of milk and cream 
in powder (less than 5% was used), of oranges (18%), of olives, prepared or preserved (5%), 
of orange juice (11%),of other juices (38%). The list is exhaustive, i.e. for other products 
included in the Agreement no applications for quota shares were submitted. 

  

On the basis of the information received on the utilisation of the tariff quotas it may be 
assumed that the increase of agricultural imports from the Community was mainly due to 
products outside the concessions granted by Bulgaria (vegetable products, foodstuffs and 
beverages). 

For products under preferential treatment the reason for the low level of quota utilisation may 
be the lack of information among Bulgarian importers and Community exporters as most of 
the products falling under the scope of the Agreement are traditionally imported from the 
Community (such as meat of bovine animals, certain types of cheeses, lemons, oranges, 
olives prepared etc.) 

  

5.2. The Europe Agreement and beyond; how to match the current state of the Bulgarian 
economy with the necessity of further trade liberalisation when acceding to the EU. A 
question also relevant to the smooth implementation of the already existing Europe 
Agreement. 
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To join the EU means also further trade liberalisation, i.e. greater than the one to be achieved 
through the implementation of the Europe Agreement. 

  

It is an open question to what extent the transforming Bulgarian economy is prepared for 
further import liberalisation. The country still struggles with serious transformation problems, 
the competitiveness of the domestic producers is at least uneven, and the economy has 
already witnessed the situation when high imports cause serious trade (and current account) 
imbalances. In addition there is developing a growing pressure on the government to curb 
imports. Various main sources of this pressure can be identified. First, there are domestic 
producers who either fear growing competition due to scheduled (or envisaged) import 
liberalisation, or, mainly for financial (liquidity) problems cannot keep pace with financially 
much stronger foreign competitors. Second, to an increasing extent, foreign companies (both 
fully foreign-owned and joint ventures) try to limit competition in order to build up quasi-
monopolistic positions on the actually small domestic market. Third, also economic policy 
makers may tend to accept arguments for import restrictions under growing fear of a 
widening of the trade deficit where the inflow of external resources is not in a position to 
cover trade (and current account) deficit. 

  

Under these circumstances, the serious consequences of an overhasty trade liberalisation are 
becoming manifest. Obviously, the raising of tariffs and/or the reintroduction of quotas would 
not only violate the spirit of the already existing Europe Agreement, but they would seriously 
question the maturity of the Bulgarian economy for the EU-membership. The latter would 
also certainly lead to the necessity of a country-differentiated approach towards the accession 
of the Central and East European countries in the process of transformation from a centrally-
planned into a market, free-enterprise economy (according to experience, membership in the 
EU requires almost full adjustment in two key areas: trade policy and the acquis 
communautaire). 

  

Certainly, the exchange rate policy seems still to remain a resort, though a very delicate one. 
But in this case the anti-inflationary stabilisation priorities are likely to collide with a higher 
level of protection for domestic production. In addition, and not less important, devaluations 
would be necessary not in order to increase exports but in order to decrease imports. 
However, at present, there is a large gap between higher consumer price and lower producer 
price inflation. Devaluation as an export incentive should be adjusted to the difference in 
domestic and international producer price inflation rates. Therefore, small devaluations are 
unlikely to protect the domestic market, while large devaluations, in open economies, have 
strong inflationary pressures. 
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Under these conditions, the sustainability of already undertaken commitments under the 
Europe Agreement and further liberalisation envisaged through accession to the EU are 
crucially dependent on the financing of the "modernisation deficit" which already becomes 
apparent in the Bulgarian economy. The economic modernisation is a precondition for 
sustainable stability, growth and transformation, and requires high imports of investment 
goods in order to establish an efficient export-based production. Experts in Hungary, the 
economy in transition which first in late 1994 experienced the "modernisation deficit", based 
also on international experience, calculate a time lag of 5 to 8 years as a minimum, between 
investment and export revenues. It is an open question how this gap is to be financed. 

  

Evidently, a massive inflow of foreign direct investment (FDI) could be the most appropriate 
instrument. There is limited evidence that strategic investors already located in the associated 
countries have already taken into account the large EU market. Most investments have been 
orienting either to the domestic markets or have developed intra-firm subcontracting deals. 
Clear prospects for and commitments to large markets would be a major breakthrough in the 
behaviour of FDI towards transforming economies. In this respect, a clear timetable for a EU-
membership would extremely increase the predictability of European developments for 
potential strategic investors. In addition, such an announcement would reinforce the EU’s 
commitment that no reversal of the trade liberalisation process is possible. Given this sign, it 
can be supposed that FDI may start a large-scale investments in some low-cost and skill-
intensive sectors of the transforming economy. 

  

The Bulgarian prospects for a successfully implemented Europe Agreement, followed 
eventually by a EU membership are fundamentally influenced by the success of an 
investment-led and export-oriented growth. It requires domestic policy measures and 
international support. 

  

In the domestic context, savings have to be generated and used for investment purposes. In 
economic policy discussions, two basic views can be identified. One is emphasising the 
reduction of budget deficit at any price, while the other can live with budget deficit, if it 
finances investment activities and not consumption. After years of passive trade policy, an 
active, export-supporting strategy, making use of all devices allowed by valid international 
treaties (mainly the GATT/WTO and the Europe Agreement) has to be implemented. 

  

In the international context, clear timetable and conditions for EU membership and at least 
medium-term resources to finance the modernisation process are needed. 

 

 

6. Level of utilisation of market access for Bulgarian exports 
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In general terms it is considered that export growth while accelerating the economic 
transformation and reducing the economic pain will result in positive economic rates and 
contribute to locking-in market reforms. 

  

In the 1990s when the Europe Agreement with Bulgaria was negotiated and concluded most 
of the intra West European industrial trade has been liberalised by means of a net of 
Agreements, the most recent of which is the European Economic Area (EEA) Agreement. 
The Agreement is based on previous trade liberalisation provisions under bilateral 
Agreements between the EC and EFTA (although Switzerland did not join the EEA its trade 
relations with the other countries are developing on liberalised terms under the EFTA 
Agreement and the bilateral free trade agreement with the EC). 

  

Therefore the Europe Agreement with Bulgaria (and the other CEEC) providing for removal 
of border protection barriers is expected to increase export opportunities by levelling to some 
extent the conditions for marketing products originating in Bulgaria on the markets of the EU 
Member States (it is worth mentioning that duty-free access does not yet mean free trade 
taking into account also the non-tariff barriers). 

  

6.1. The effect of tariff dismantling on Bulgarian exports 

The tariff protection faced by Bulgarian industrial exports on Community markets before the 
entry into force of the Interim Agreement on a simple average basis amounted to 6.4% for all 
industrial products. The break-down by sector indicates level of tariff protection of 10.4% for 
footwear, 10.1% for textiles and clothing, 9.3% for plastics, 7.3% for chemical products, 
5.8% for electrical machines and apparatus, 5.4% for iron and steel, 5.2% for non-ferrous 
metals, 4.1% for non-electric machinery, etc.1).( Significant tariff escalation exists in areas 
such as leather, rubber, textiles and metals). 

  

As far as market shares are concerned these are very modest as compared to other 
Community suppliers (total exports of the six CEEC represent a small fraction of extra - 
Community trade nearly equal to Switzerland's exports alone). On the other side exports to 
Community markets account for more than one third of total Bulgarian exports (for the other 
CEEC EU markets account for nearly 75% of their exports in 1992-1993). 

  

The substantial part of Bulgarian industrial exports (65-68%) was liberalised with the entry 
into force of the Agreement (31 December 1993). The remaining part consisting of the so 
called sensitive products (exports of textiles covering 21% of industrial exports to the EC, of 
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ECSC products (coal and steel) - 7% and of some chemical products, footwear and tableware 
covering 5% of Bulgarian industrial exports) has been subjected to progressive liberalisation. 

  

The latter group (chemical products, footwear, tableware) was completely liberalised on 1 of 
January 1995 following the acceleration of trade liberalisation under the additional to the 
Europe Agreement protocols. During the coarse of the year 1994 exports of these products 
benefited from a suspension of customs duties within the limits of annual Community tariff 
quotas or ceilings. For quantities in excess of the annual tariff contingents customs duties 
were subjected to progressive dismantling by annual reductions of 15% with a view to be 
abolished by the end of the fifth year following the entry into force of the Agreement. 
However this process was accelerated by means of the Additional protocols and thus the 
remaining duties were eliminated 2 years earlier. 

  

The elimination of duties in 1995 is expected to affect positively Bulgarian exports of these 
products taking into account the high utilisation rate of the duty-free tariff contingents in 
1994 (100% for most of the products). Exports from Bulgaria of some product groups 
(footwear, tableware, fertilisers) exceeded the duty-free tariff contingents nearly twice. 

  

The speeding up of trade liberalisation affected also exports of ECSC products (duty-free 
access on 1 January 1996 instead of 1 January 1997 under the initial timetable) and of textiles 
(duty-free access on 1 January 1997 instead of 1 January 1999). Meanwhile both groups are 
subjected to progressive reductions with a view to arrive at complete abolition of duties on 
the above indicated dates. 

  

In general terms increased market access opportunities affected positively Bulgarian 
industrial exports to the Community. The most significant result of market access 
improvement is the rapid response of the so called sensitive sectors which nearly doubled 
their export volumes (at the beginning of 1995 textiles and ECSC products accounted for 
almost 50% of Bulgarian exports due to a higher rate of increase than the average for total 
industrial exports). 

  

The influence of trade liberalisation on sectors for which Bulgaria has comparative 
advantages and could benefit from improvement of market access is best illustrated by the 
performance of the respective exports during 1994 as follows: 

- exports of products of the chemical industry and allied industries increased by 142% as 
compared to the previous period; 

- of plastics and articles thereof and of rubber and articles thereof - by 136%; 
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- of raw hides/skins, leather and articles thereof - by 153%; 

- of wood and articles of wood - by 145%; 

- of pulp of wood or other cellulosic material - by 131%. 

  

The most significant response to market access opportunities has been witnessed by the 
exports of vehicles (works trucks), steel and articles of base metals and machinery, 
mechanical appliances and electrical equipment. These exports registered remarkable 
increases of 554% for vehicles, of 227% for steel and steel products and 156% for machinery 
and equipment. 

  

As far as exports of textiles are concerned, the trend is positive with an increase of 112% in 
1994 from a level nearly double the one registered in 1991. 

  

The average level of increase of all industrial exports destined to the EU markets in 1994 was 
136% as compared to the previous period. (see Tables). 

  

While exploring the level of market access utilisation due account should be paid to the 
processes taking place in Bulgaria (restructuring of the economy with the inevitable drop in 
output) and also in the Community (the functioning of the Single market). 

  

6.2. The effect of elimination of quantitative restrictions and measures of equivalent effect. 

Under the provisions of the Europe Agreement all residual specific (imposed under 
Regulation 3420/83) and non-specific (under Regulation 288/82) quantitative restrictions are 
eliminated. It is worth mentioning that most of these restrictions have been related to the 
Community regime applied towards the "State- trading countries" (with the entry into force 
of the Interim Agreement Bulgaria has been deleted from the list). 

  

Quantitative restrictions still apply on trade in textiles between Bulgaria and the EC. These 
are governed by the provisions of the Additional protocol on quantitative arrangements and 
other related issues on trade in textile products which followed on the expiration of the 
Bilateral agreement on trade in textile products between Bulgaria and the Community 
initialled on 11 July 1986 and applied provisionally since 1 January 1987 (a Multifibre 
Arrangement - type since Bulgaria has not been a MFA signatory). 
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The integration of all textiles and clothing products into the GATT rules and disciplines 
(World Trade Organization Agreement on Textiles and clothing concluded under the GATT 
Uruguay Round) provided for the possibility to determine the modalities and the period for 
elimination of quantitative restrictions on trade in textiles between Bulgaria and the 
Community. For Bulgaria (and the other associated countries from Central and Eastern 
Europe) this period shall be equal to half the integration period as decided in the Uruguay 
Round, i.e. five years starting from the entry into force of the Agreement (as indicated above 
on 1 January 1998). However the safeguard provisions allow for imports not subject to 
Quantitative limits to be subjected to such restrictions when imported in such increased 
quantities and under such conditions as to cause serious damage or actual threat thereof to the 
Community's production of like or directly competitive products. 2) 

  

According to estimations about 20% of Bulgarian textile exports to the Community fall under 
the restraint limitations. 

  

In the coal and steel sector (products governed by the Treaty establishing the European Coal 
and Steel Community, or the ECSC products) 3) quantitative restrictions are abolished with 
the entry into force of the Agreement. As far as measures with equivalent effect are 
concerned a prior surveillance system has been introduced after the entry into force of the 
Agreement on an erga omnes basis (as a safeguard measure) seeking to prevent market 
disruption (in 1994). 

  

In March 1995 a double checking system in bilateral trade based on export certificates issued 
by the Bulgarian authorities was introduced with a view to avoid further restrictive action by 
the Community under the specific safeguard provisions of the Agreement (under Article 5 of 
Protocol 2 to the Agreement when exceptional circumstances require immediate action, the 
importing Party may adopt forthwith quantitative or other solutions). The list of products 
subjected to this "double checking system" is annexed to Protocol 2. 

  

6.3. The effect of the Single market on free circulation of goods. 

Before the entry into force of the Single European Act circulation of goods within the 
Community was impeded by a long list of barriers such as: national trade restrictions 
protecting individual member States' markets from external suppliers, national registration 
and type approval procedures, differing technical standards and industrial requirements, 
capital controls, preferential public procurement, administrative and frontier formalities, VAT 
and excise tax rate differences, differing transport regulations, etc. 

  

The Single market implies abolition of national restrictions and harmonisation of trading 
conditions among Member States. Although the legal provisions of Article 115 of the EEC 
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Treaty (which allows Member States to erect national barriers against imports, with the 
approval of the Commission ) remain in force, the Single European Act provides no scope for 
any internal trade measures against imports from external sources. 

  

In trade in textiles, while the bilateral restraint arrangements remain in force (these are due to 
expire in 1998), national import quotas within the system are abolished. The Bulgarian side 
(as other restrained suppliers) has agreed to co-operate to avoid sudden changes in traditional 
flows. At the same time the creation of a unified EC market for textiles resulted in enhanced 
flexibility for exporters. 

  

In the steel sector national import restrictions do not apply and a movement towards restoring 
market mechanism in this sector is progressing (expiry of VRA and a tighter reign on 
subsidies). However due to stronger import competition and a decline in domestic demand 
steel deliveries are subjected to Community-wide automatic prior surveillance. 

  

In the area of technical barriers to trade applies the principle of mutual recognition (in the 
absence of common rules). This implies that any product qualifies for free circulation 
throughout the EC whenever it conforms to regulations valid in any of the Member States (if 
approved in one Member State may circulate freely in all other). Where common technical 
regulations exist any EC or third country products meeting these requirements may circulate 
freely within the single market. 

  

In the areas of health and safety applies the principle of harmonisation of technical rules or at 
least specification of essential common requirements. Thus a common framework for 
acceptance of pharmaceuticals (approval criteria and procedures and the mutual acceptance 
of tests) applicable as from 1995 is expected to promote market integration and to ease 
conditions for external trade. 

  

Provision is made in the Single European Act for national derogations from harmonised 
policies "on the grounds of major needs" in areas related to national security, culture, health, 
commercial and industrial property. Such measures may not imply arbitrary discrimination or 
disguised trade barrier. 

  

In the area of Government procurement national procurement entities are in general required 
to apply EC rules to all supplies worth more than ECU 200 000. However in the "excluded 
sectors" (water, energy, transport and telecommunications) the thresholds are higher. Besides 
the rejection of bids with a foreign content of over 50% from foreign countries that have not 
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agreed equivalent access to EC supplies is permitted. Community preferences is required also 
if the price differential is 3% or less. 

  

In the domain of indirect taxation (VAT and excise duties) since 1 January 1993 intra-
Community trade ceased to be treated as imports and exports for fiscal purposes. 

  

The process of harmonisation of indirect taxation within the Community consists of measures 
aimed to guarantee neutrality of taxation in trade between Member States. 

  

The goods covered by the Community excise system are mineral oils, tobacco products and 
alcoholic beverages. For the purposes of the system minimum rates for each product group 
have been defined. (Member States may maintain or introduce excise duties on other 
products. At present there are national excise duties on certain tropical products) 

  

All these measures (the implementation of which is in final stages) should contribute to freer 
trade conditions for goods produced within EC boundaries as well as for extra-Community 
imports. Available information suggests that the implementation of the Internal market 
programme has improved market access, transparency and legal security in many sectors. 

  

6.4. The effect of improvement in market access on agricultural exports 

The improvement of market access for agricultural products affected to a much lesser extent 
export developments than anticipated. The Community tariff quotas opened for Bulgaria (and 
the other associated countries) have not been utilised (the average rate of utilisation for all 
Europe Agreement signatories is around 50%). The successive reductions of duties and levies 
of 20%,40% and 60% for some products have not been sufficient to allow exports to 
Community markets. For other products (animal products) other barriers such as veterinary 
restrictions (consequences of the outbreak of foot and mouth decease in Bulgaria, delay in 
approval of slaughter houses, vaccination in Bulgaria against classical swine fever, etc.) 
hindered exports and in some cases had a prohibitive effect. 

  

As far as tariff treatment is concerned the reduction of 60% of the duties and levies took 
place only on 1 July 1994 and thus exports form Bulgaria could compete on an equal footing 
with agricultural exports from the Visegrad countries in the second half of the year 1994. It is 
worth mentioning also that in spite of the achieved arrangements some delay in opening of 
the tariff quotas by means of Commission Regulations needed to implement these 
arrangements has been witnessed. This delay did not allow economic operators to be 
informed well in advance in order to apply for quota shares. 
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The list of products under preferential treatment was established on the basis of trade 
performance during the period 1989-1991, i.e. performance under a different market system 
(particularly as far as price levels are concerned). At the same time due to the process of 
restructuring agricultural output sharply decreased and thus influenced export volumes but 
also export destinations ( a shift to markets considered more profitable and easier to compete 
than the Community markets). 

  

Exports of perishable products have been adversely affected by high transport costs due to the 
imposed UN sanctions against Serbia and Montenegro. This also contributed to the shift 
towards markets which could be reached without additional costs. 

  

On the whole improvement in market access did not result in export growth due to internal 
and external factors. On the contrary agricultural exports contracted and the tariff quotas 
opened for Bulgaria were not used. 

  

Notes: 

  

1) For details see GATT document C/RM/S/36B 

  

2) Council Regulation EC No 3289 of 22 December amending Regulation No 3030/93 on 
common rules for imports of certain textile products from third countries. 

  

3) The Treaty establishing the European Coal and Steel Community has been signed on 18 
April 1951 and has been concluded for a period of fifty years from its entry into force. 

  

  

7. Commercial defence instruments - legislation and practice 

  

The utilisation of trade concessions granted under the Agreement is often influenced by the 
way each party applies commercial defence instruments. In this domain the Community is 
much more experienced than the Bulgarian side. Some sectors of trade for which the 
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Bulgarian side has potential advantage to benefit from market access opportunities are under 
imminent threat of being considered as causing injury to Community producers in case of 
increased imports. 

  

Further to the concerns of the associated countries that excessive recourse to commercial 
defence may compromise the concessions granted the European Summit in Essen took a 
decision that information would be offered to any associated country before the initiation of 
an anti-dumping or safeguard procedure in the framework of the individual Europe 
Agreements. Where appropriate on a case-by- case basis a clear preference will be given to 
price undertakings rather than duties in order to conclude an anti-dumping case. 

  

7.1. The provisions of the Europe Agreement on safeguards and anti-dumping 

  

The Europe Agreement and its Protocols contain several safeguard clauses related to all trade 
and to specific sectors of trade as follows: 

- a general safeguard clause based on GATT Article XIX allowing each party to take 
appropriate measures where any product has been imported in such increased quantities and 
under such conditions as to cause or threaten to cause serious injury to domestic producers of 
like or directly competitive products in the territory of one of the parties or serious 
disturbance in any sector of the economy or difficulties which could bring about serious 
deterioration in the economic situation of a region. Before taking the measures the party 
concerned shall supply the Association Council with all relevant information with a view to 
seeking a solution acceptable to the two parties. In the selection of measures priority shall be 
given to those which least disturb the functioning of the Agreement (Article 31 of the 
Agreement which is applied in accordance with the procedure stipulated in Article 34); 

  

- a specific safeguard clause in agricultural trade which given the particular sensitivity of the 
agricultural markets allows the party concerned in case of imports causing serious 
disturbance to its markets to take the measures it deems necessary pending the outcome of 
bilateral consultations aimed at finding an appropriate solution (Article 22 of the Agreement 
which may be invoked immediately notwithstanding the provisions of Article 31 ); 

  

- a specific safeguard clause in trade with ECSC products which given the particular 
sensitivity of the steel markets allows the party concerned in case of imports of specific steel 
products causing or threatening to cause serious injury to domestic producers of like or 
directly competitive products or serious disturbance to its steel markets to adopt forthwith 
quantitative or other solutions strictly necessary to deal with the situation pending the 
outcome of the bilateral consultations aimed at finding an appropriate solution (Article 5 of 
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Protocol 2 on ECSC products which may be invoked immediately notwithstanding the 
provisions of Article 31 and 34 of the Agreement). 

  

- safeguard measures in trade in textile products not subject to quantitative limitations may be 
taken in case of imports taking place in such increased quantities and under such conditions 
as to cause serious damage or actual threat thereof to the Community’s production of like or 
directly competitive products. Such imports may be made subject to quantitative limits under 
the conditions laid down in the Additional Protocol on textiles. 

  

- an exceptional safeguard clause allows only the Bulgarian side to take measures in the form 
of increased customs duties in order to safeguard infant industries or certain sectors 
undergoing restructuring or facing serious difficulties particularly where these difficulties 
produce important social problems. These measures may not exceed 25% ad valorem and 
shall maintain an element of preference for products originating in the Community; 

  

- safeguard measures on exports may be adopted in case of serious shortage or threat thereof 
of a product essential to the exporting party or re-export towards a third country against 
which the exporting party maintains, for the products concerned, quantitative export 
restrictions, export duties or measures having equivalent effect and the situations referred to 
are likely to give rise to major difficulties for the exporting party, that party may take 
appropriate measures under the conditions described in Article 34. The measures shall be 
non-discriminatory and be eliminated when conditions no longer justify their maintenance 
(Article 32 of the Agreement). 

  

If one of the parties to the Europe Agreement finds that dumping is taking place in trade with 
the other party within the meaning of Article VI of the GATT, it may take appropriate 
measures against this practice in accordance with the Agreement relating to the application of 
Article VI of the GATT with related internal legislation and with the conditions and 
procedures laid down in Article 34 of the Europe Agreement. 

  

The Agreement describes the procedure to be followed in case of trade remedy actions. 
Before taking the measures the party concerned shall hold consultations with the other party 
with a view to seeking a solution acceptable to the two parties. If no satisfactory solution has 
been reached within 30 days of the matter being referred the party concerned may adopt the 
appropriate measures to remedy the problem not exceeding the scope of the difficulties that 
have arisen. The safeguard measures shall be notified immediately to the Association Council 
and shall be the subject of periodic consultations, particularly with a view to establishing a 
timetable for their abolition as soon as circumstances permit. 
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In case of dumping the Agreement provides for notification of the Association Council as 
soon as the investigation procedure is initiated by the importing party. This provision has 
been amended by the decision of the Essen Summit that the exporting party shall be informed 
before the initiation of the anti-dumping investigation. 

  

Where exceptional circumstances requiring immediate action make prior information or 
examination impossible the party concerned may apply forthwith the precautionary and 
provisional measures strictly necessary to deal with the situation and the Association Council 
will be immediately informed. 

  

The specific safeguard provisions of the Europe Agreement relating to the sensitive trade 
sectors may serve as a basis for concerted trade actions. Therefore in the course of the 
practical application of the Agreement it may be preferable to moderate exports with a view 
of pre-empting possible invocations of the safeguard clause by the Community. 

  

In 1994 in order to avoid the invocation of the specific safeguard in agricultural trade the 
Bulgarian side (and the other associated countries) agreed to the introduction of minimum 
import prices on imports of sour cherries intended for processing. The price levels had been 
determined after consultations with the associated countries following the decision of the 
Community to introduce an early warning system in case of difficulties arising in trade with 
agricultural products. The duration of the measure was one year aiming to safeguard 
Community producers during the marketing year 1994-1995. 

  

In 1995 in order to avoid triggering the specific safeguard clause in trade with steel products 
the Bulgarian side agreed to the introduction of a double-checking licensing system in trade 
with steel products. Romania also agreed to introduce such a system while Slovakia 
introduced a price surveillance system in its trade in steel products with the Community. 

  

Before the entry into force of the Interim Agreement the Community initiated anti-dumping 
proceedings against imports from Bulgaria of urea-ammonium nitrate solution (fertiliser 
UAN). The proceedings against Bulgaria were undertaken under the provisions of 
Community legislation for non-market economies. The matter was referred for examination 
in the Joint Committee after the entry into force of the Interim Agreement, but the 
Community did not change its position and considered the case on the basis of determinations 
for non-market economy arguing that the investigation had been initiated when Bulgaria was 
still in the list of state trading countries (for the purposes of determining the normal value the 
Czech Republic has been considered as a reference market economy). The case was 
completed with the introduction of voluntary price undertakings from the Bulgarian exporter 
jointly with the Bulgarian producer. 
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7.2. The EC legislation and practice 

In the context of the common commercial policy measures to protect trade such as those to be 
taken in case of dumping or subsidies shall be based on uniform principles. Further to this 
provision of the Treaty establishing the European Economic Community in its relations with 
third countries the Community applies common rules for protection against dumped or 
subsidised imports from countries which are not members of the European Community. 

  

The common Community rules have recently been amended in the light of the multilateral 
trade negotiations concluded in 1994 in order to ensure an adequate implementation of the 
Agreement on Implementation of Article VI of the General Agreement on Tariffs and Trade 
1994 ("the Anti-Dumping Agreement") and the Agreement on Subsidies and Countervailing 
Measures ("the Subsidies Agreement"). Pursuant to the international obligation of the 
Community the Council adopted Regulation 3283/94 on protection against dumped imports 
from countries not members of the European Community and Regulation 3284/94 on 
protection against subsidised imports from countries not members of the European 
Community. Both Regulations entered into force on 1 January 1995. 

  

In the light of the new Agreement on Safeguard after the completion of the GATT Uruguay 
Round and the Community’s obligations deriving from it the Council adopted Regulation 
3285/94 on the common rules for imports in force from 1 January 1995. Whereas the 
Agreement on Safeguard also covers ECSC products the common rules for imports especially 
as regards safeguard measures apply also to those products. 

  

Safeguard measures in trade in textiles are applied in accordance with the provisions of 
Regulation 3289/94 on common rules for imports of certain textile products from third 
countries. 

  

In order to ensure the exercise of the Community’s rights under international trade rules, in 
particular those established under the auspices of the WTO the Council adopted Regulation 
3286/94 laying down Community procedures in the field of common commercial policy (on 
actions taken under the New Commercial Policy Instrument). The mechanism under the 
Regulation aims to provide procedural means to react to obstacles to trade adopted or 
maintained by third countries which cause injury or otherwise adverse trade effects, provided 
that a right of action exists, in respect of such obstacles, under applicable international trade 
rules. The exercise of Community’s rights under international trade rules aims at: responding 
to obstacles to trade that have an effect on the market of the Community with a view to 
removing the injury resulting therefrom; and responding to obstacles to trade that have an 
effect on the markets of a third country, with a view to removing the adverse trade effects 
resulting therefrom. These procedures shall be applied in particular to the initiation and 
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subsequent conduct and termination of international dispute settlement procedures in the area 
of common commercial policy. 

  

The recently adopted Regulations are aimed at conformity with the international rules and 
disciplines of GATT 1994 (previously applied community legislation has been repealed). 

The recorded actions of trade defence undertaken by the Community in its trade relations 
with third countries indicate that safeguard actions are relatively rare (in particular in the 
industrial sector) while anti-dumping procedures are of relatively frequent use. 

  

  

7.3. The Bulgarian legislation on trade remedy actions 

The Bulgarian side adopted in September 1993 Regulation 181 on protection against dumped 
or subsidised imports. The provisions of the Regulation follow the provisions of the Anti-
Dumping Code of the GATT (1979) and of the GATT Code on Subsidies and Countervailing 
duties (1979). The provisions of the Regulation are based on the casual link between dumped 
or subsidised imports and the material injury or threat thereof sustained by domestic 
producers. No amendments have been introduced since then in particular to reflect the 
conclusion of the GATT Uruguay Round. 

Safeguard measures are adopted in compliance with the provisions of Regulation 180 in force 
as of 15 September 1993 on implementation of safeguard measures on imports into the 
Republic of Bulgaria. Under the legal provisions of the Regulation measures against market 
disruption may be taken if the product in question is imported into Bulgaria in such increased 
quantities and under such conditions as to cause or threaten to cause serious injury to the 
Bulgarian producers of like or directly competitive products. The duration of the safeguard 
measures shall be one year. 

  

The Bulgarian practice in the area of trade remedy actions indicates a clear preference to 
safeguard measures. During the period following the adoption of the two Regulations no anti-
dumping action has been initiated while several safeguard measures against imports of 
products taking place in such increased quantities and under such conditions as to cause 
injury to domestic producers of like or directly competitive products have been introduced 
(steel pipes and tubes, electrical bulbs, motor tyres, matches, steel balls). 

  

The reason for not resorting to anti-dumping actions is on one side the lack of competent 
expertise and on the other side lack of financing to hold the necessary investigations. In this 
area additional efforts are needed not only for adopting and implementing the legislation but 
also for creating an experienced team dealing with the application of this legislation in 
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compliance with the international obligations of Bulgaria. In general the currently applied 
legislation on trade-remedy actions is still in its early stages. 

  

The national legislation on commercial defence has to be consistent with the relevant GATT 
rules (the Agreement on the Implementation of Article VI of the GATT 1994; the Agreement 
on Subsidies and Countervailing Measures; the Agreement on Safeguards). Therefore in this 
area the respective legislation has to be further developed. 

  

As far as protective actions in bilateral relationship are concerned the application of measures 
(against dumped or subsidised imports) may be prohibited after the adoption of Community 
competition rules. Having achieved that a political decision will be needed to adapt the 
provisions of the Europe Agreement in order to ban anti-dumping and anti-subsidy measures 
between the two parties. 

  

  

8. The consequences of the GATT Uruguay Round and the latest enlargement 

The free trade area between Bulgaria and the Community shall be established in conformity 
with the provisions of the GATT. With this regard the Agreement provides for an 
examination to take account of the consequences of the multilateral trade negotiations under 
the auspices of General Agreement on Tariffs and Trade. 

  

As far as enlargement is concerned the Agreement provides for consultations in between the 
parties in the Association Council in the event of a third country acceding to the Community 
so as to ensure that account can be taken of the mutual interests of the Community and 
Bulgaria stated in the Agreement. Upon accession the new Member State while accepting 
acquis communautaire will become a party to the Europe Agreement and will apply the 
Europe Agreement as of the date of accession. 

  

Further to the discussions between the associated countries and the European Union on the 
strategy to be followed with a view to preparing these countries for accession (following the 
decision of the European Summit in Copenhagen June 1993 that future relationship with the 
countries from Central and Eastern Europe shall be geared to the objective of membership) 
the European Summit meeting in Essen (December 1994) decided that the Association 
Agreements will be adapted in the light of enlargement of the Union at the beginning of 1995 
in order not to disrupt traditional trade flows and of the conclusion of the Uruguay Round, 
and to further develop trade. 
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Further to this conclusion negotiations were opened on trade in textiles and trade in 
agricultural and processed agricultural products. These negotiations are to be considered in 
the framework of the pre-accession strategy as further building upon the Europe Agreement. 

  

  

8.1. The impact of the GATT Uruguay Round 

The commitments on market access while contributing to further liberalisation of 
international trade will influence the free trade area between Bulgaria and the European 
Communities by diminishing (and in some cases eliminating) the margin of preference vis-И-
vis third trading partners. Such tariff reductions taking place on an erga omnes basis will be 
automatically applied for the purposes of the establishment of the free trade area (Article 8 of 
the Agreement). Those products of Bulgarian origin for which the Community has granted 
duty free access under its international commitments will face increased competition on 
Community markets. Therefore the GATT Uruguay Round results will affect exports of 
industrial products with the Community to the extent of offering equal market access 
opportunities to all Community suppliers for the products under duty free treatment on an 
erga omnes basis (erosion of the preferences granted). 

  

In trade in agricultural products the commitments on market access (Agreement on 
Agriculture under the WTO Multilateral Trade Agreements) provide for converting all non-
tariff border protection measures into tariff measures (tarification of non-tariff measures) and 
granting tariff reductions in the course of the successive five years. 

  

As a result of the substantial modification of the system of border protection Bulgarian 
agricultural exports to the Community will be affected as follows: 

  

- the tarification (conversion of variable levies into specific duties) will result in greater 
transparency of the border protection system; the effect of tarification on the margin of 
preference in some cases is neutral (the margin is maintained vis-И-vis third countries); 

  

- however for some products the tarification will result in lesser market access opportunities 
on the Community markets as the levels of the specific duties are higher than the levels of the 
variable levies applied during the last years (pig meat, poultry meat and eggs); 

  

- for products subject to border protection in the form of tariffs (meat of game, fatty liver of 
geese or ducks, fresh, dried or provisionally preserved fruit and vegetables, prepared or 
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preserved fruit and vegetables, fruit and vegetable juices, tobacco) the GATT commitments 
of the Community will result in diminishing or eliminating the margin of preference; in some 
cases the erga omnes levels allow to maintain the margin in relative or even in absolute 
terms); in other cases (for example fatty livers of geese which are traditionally exported to the 
Community markets) the margin of preference could not be re-established; 

  

- the system of reference prices applied on imports of some fresh fruit and vegetables which 
has been considered as having more restrictive effect than the applied duty rates has been 
replaced by the system of entry prices; the tarification resulted in such a high level of the 
specific duty which would apply in addition to the ad valorem duty that it would have been 
impossible to export; (the Europe Agreement provides for reductions of the tariff element of 
border protection; there are no provisions on non-tariff protection such as the reference 
prices; simply the Bulgarian exporters had to comply with the reference prices; in case of 
non-observance of these prices countervailing duties were introduced); therefore Bulgarian 
exporters observing the new system of entry prices will benefit from the ad valorem 
reductions (in case of import prices falling below 92% of the announced entry price levels the 
full amount of the specific duty which is the tariff equivalent of the reference prices, would 
have to be paid); 

  

- as a result of the tarification the voluntary export restraint imposed on Bulgarian exports of 
sheep and goat live animals and meat thereof has been converted into a country specific tariff 
quota; the additional restrictions on observing sensitive periods and regions were eliminated 
in parallel to the expiry of the restraint Agreement. 

  

The bilateral negotiations to formally adapt the Europe Agreement to take account of the 
results of the GATT Uruguay Round in agricultural trade are well under way. The 
Community is considering further tariff reductions to the amount of 80% besides the 
technical adaptation due to modification of border protection. No compensation of the 
erosion of preferences has been envisaged. The formal conclusion of an Agreement (in the 
form of an additional protocol) is conditional on applying the principles of Community 
preference and reciprocity ( conclusions of the Cannes European Council, June 1995). The 
requirement is that Bulgaria (and the other associated countries) will continue to apply on 
imports from the Community the duty rates in force on the date of entry into force of the 
Agreement (Article 26 of the Europe Agreement), i.e. will observe the provision on standstill 
for all agricultural products for which the GATT commitments allow an increase of tariff 
rates. In this case the argument of the Community is that the Europe Agreement 
commitments are prevailing to international commitments. However it is worth mentioning 
that maintaining the tariff rates prior to Uruguay Round in relations with the Community will 
result in additional concessions for products subjected to tariff increases. With this respect 
further improvement in market access (as initially suggested by the European Commission) 
will balance the concessions granted (in the form of introducing flexibility provisions for 
tariff quotas allowing for better utilisation and progressive increase of these quotas with a 
view to arrive at unlimited concessions thus aiming at progressive integration of agricultural 
trade into the free trade area). The prospect of integrating the agricultural trade into the free 
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trade area with the Community will ease the pressure on Bulgaria from the other GATT 
contracting parties to lower its m.f.n. rates. At the same time GATT tariff bindings of 
Bulgaria comparable to those of the Community will help future alignment of tariffs upon 
accession of Bulgaria to the European Union (there will be no need to compensate other 
GATT contracting parties, therefore the GATT tariff increases are in the interest of the 
Community). 

  

The market expansion of Community exports to the markets of the associated countries in 
parallel with the low level of utilisation of tariff quotas opened for these countries resulted in 
substantial trade deficits (only Hungary registered a surplus in its agricultural trade with the 
Community in 1993). While addressing trade imbalances account should be taken also of the 
system of export refunding applied by the Community on exports destined to the associated 
countries with a view to avoid market disruption while these markets are undergoing 
restructuring. 

The progress achieved so far (four rounds of bilateral discussions) indicate that a more 
flexible approach will be needed in order to arrive at a substantial improvement of the 
agricultural trade part of the Europe Agreement. 

  

On the basis of the GATT Agreement on the Application of Sanitary and Phitosanitory 
Measures an agreement between Bulgaria and the European Union in the area of veterinary 
and phytosanitory measures could contribute to facilitating trade in agricultural products 
(some of the associated countries e.g. Poland, Romania have started negotiations of such an 
agreement). 

  

In the area of movement of goods and pending the formal adaptation of the Europe 
Agreement interim and autonomous measures will be taken to avoid disruption of trade flows 
following implementation of the results of the Uruguay Round on 1 July 1995 on the part of 
the Community (the Bulgarian side has not completed yet its WTO accession negotiations 
and therefore continues to apply its current tariff rates thus observing the standstill 
requirement). 

  

  

8.2. The impact of the enlargement 

The accession of the free former EFTA States (Austria, Finland and Sweden) to the European 
Union affected export rather than import trade flows between Bulgaria and these countries. 
With the exception of Finland with which Bulgaria had already established free trade in 
industrial products under the bilateral Agreement on Reciprocal Removal of Obstacles to 
Trade (signed 26 April 1974) the tariff treatment for industrial products on imports coming 
from these countries has been identical to the treatment granted to the European Union. This 
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has been achieved during the negotiations on Bulgaria-EFTA Free Trade Agreement on the 
basis of the principle of parallelism between the Europe and the EFTA Agreement. In trade 
with agricultural products Bulgaria has concluded bilateral arrangements with each one of the 
EFTA States. In this sector of trade Bulgarian exports have lost their margin of preference 
vis-И-vis Community economic operators enjoying the opportunities of the Internal market 
after the accession of the three new member States (for industrial products the free trade area 
has already been established under bilateral Agreements). Besides for some main agricultural 
products Bulgarian exports have received unlimited duty-free access (e.g. exports of wine to 
the Scandinavian markets, of some fresh fruit and vegetables to the Austrian market) 

On the export side the situation is as follows: 

  

- in trade in textiles Bulgarian access to the markets of the three countries has not been 
subjected to quantitative restriction; upon their accession to the Union quantitative limitations 
are applied; negotiations were held with a view to adapt Community wide quotas to take 
account of the enlargement; nevertheless the introduction of quantitative limitations has a 
restrictive trade effect; 

  

- the market access opportunities for textiles on the Finnish market have been additionally 
diminished as a result of the re-establishment of duties insofar as these Bulgarian exports 
enjoyed duty-free access prior to Finland’s accession; exports of textiles to Austria and 
Sweden were partially affected by the re-introduction of duties (under the Agreement with 
EFTA a part of textile products has been immediately liberalised with the entry into force of 
the Agreement); 

  

- in trade with ECSC products the precautionary safeguard measures undertaken in bilateral 
trade with the Community (the double checking licensing system) are applied also on 
Bulgarian exports to these markets; 

  

- all contingent protection measures (e.g. anti-dumping on exports of fertilisers, voluntary 
restraint in sheep and goat meat sector) apply also to the market territories of the new 
Member States; 

  

- in trade in agricultural products the import protection of the three new member States has 
been based to a large extent on non- tariff barriers (e.g. extensive licensing system with more 
restrictive trade effect than tariffs); in some cases it has been considered that their import 
regimes for agricultural products are much more protective than the regime of the 
Community; with this respect their accession to the European Union will affect adversely 
mainly the price based elements of market access opportunities for Bulgarian products. 
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Negotiations on the formal adaptation of the Europe Agreement are under way. In trade in 
textiles these negotiations are completed and the enlarged Community wide quantitative 
limitations are de facto applied. In trade in agricultural products the formal adaptation due to 
enlargement will be accomplished in parallel to the adjustment to take account of the 
Uruguay Round. Meanwhile autonomous and temporary measures deemed necessary to 
bridge the gap between the date of accession and the formal adaptation are being 
implemented. The first series of these measures (tariff quotas opened under the bilateral 
arrangements on agriculture) has already been introduced. The second series (based on trade 
performance) is still under consideration. The substantial part of Bulgarian exports to the 
markets of the new Member States is falling under the second series which is expected to be 
applied retroactively as of 1 January 1995 for a period of one year (till the end of 1995). The 
Bulgarian side has also opened tariff quotas according to the provisions of bilateral 
agreements with Austria, Finland and Sweden. As far as trade performance is concerned the 
Bulgarian side confirmed its readiness to implement autonomous measures as of the date 
Community implementation takes place. 

  

On the whole the adaptation due to enlargement is negotiated on the basis of the Europe 
Agreement without counting debits and credits in relation to trade regimes prior to and after 
the accession of the new Member States. Compensations for Bulgaria (and for the other 
associated countries) are not envisaged. 

  

  

9. Conclusions 

  

9.1. The significance of the Europe Agreement 

  

- with the entry into force of the Europe Agreement the progress of political and economic 
reforms in Bulgaria has been recognised; 

- while approving the Agreement the Council of Ministers of the European Union decided to 
grant Bulgaria the treatment of market economy in the area of commercial defence; moreover 
all residual restrictions applied under Community trade regimes for state trading countries 
were abolished with the entry into force of the Agreement; 

- further to the decisions of the European Council meeting in Copenhagen the ultimate goal 
of Bulgaria to join the European Union has become a shared objective; with this regard the 
establishment of the free trade area between Bulgaria and the European Union will 
substantially contribute to the achievement of the objective of membership; 
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- the Europe Agreement is the main instrument for accomplishing this objective as in the area 
of free movement of goods the provisions of the Agreement follow the text of the Treaty 
establishing the EEC for the purposes of the establishment of the Customs Union between 
Member States; 

- upon completion of the process of progressive trade liberalisation will be possible to meet 
the requirement of prohibition as between Member States of all customs duties and 
quantitative restrictions and charges of equivalent effect; 

- however it has to be emphasised that the provisions of the EEC Treaty cover all trade, while 
the free trade area between Bulgaria and the European Union covers substantially all trade 
excluding trade in agricultural and processed agricultural products; 

  

9.2. The implementation of the Agreement and its impact on the Bulgarian economy 

  

- while exploring the effects of the Agreement and taking into account the increasing share of 
trade with the European Union in total Bulgarian trade it is anticipated that trade 
liberalisation will contribute to the overall liberalisation of Bulgarian economy and will 
provide for revitalisation and economic growth; 

- under the provisions of the Europe Agreement Bulgaria will gradually open up its market to 
imports from the Community during a period lasting a maximum of ten years which is 
considered as a reasonable length of time to allow Bulgarian industries to adapt to increased 
competition while diminishing the adjustment costs; 

- at the same it is considered that increased competition will assist the process of restructuring 
the domestic production away from a highly protective market, towards activities where the 
country has an actual or potential comparative advantage; 

- taking into account the agreed upon timetable for phasing out tariffs for the bulk of 
Bulgarian imports from the Community the process of duty dismantling has not started yet; 
Bulgaria will grant free trade to the Community in the year 2002; 

- on the export side in line with the agreed upon principle of asymmetry the substantial part 
of Bulgarian exports to the Community was liberalised with the entry into force of the 
Agreement; for the remaining part including products of the so-called sensitive sectors of 
trade Bulgaria will be granted liberalised access to Community markets in 1998; 

- on the whole it may be considered that increased market access opportunities affected 
positively Bulgarian exports to the Community; trade liberalisation according to available 
data has been of great significance for the exports of the so-called sensitive sectors (a notable 
exception is the agricultural sector) which rapidly responded to market access opportunities; 

- it has become evident that the utilisation of the concessions granted is greatly influenced by 
the way the Community applies its trade defence instruments; in some cases it turned out that 
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in order to avoid the invocation of its specific safeguard clauses it is preferable to restrict or 
modify exports. 

  

9.3. Further building upon the Europe Agreement 

  

- a re-assessment of the trade package may be undertaken in the light of inter alia the results 
of the GATT Uruguay Round; 

- in the short run a balanced assessment of the trade provisions is needed to take account of 
the marked expansion of Community agricultural exports; 

- in the medium run the prospect of integrating the agricultural sector into the free trade area 
may be considered; this will allow for gradual adaptation of price levels and thus reduce the 
cost of accession to the Common agricultural policy of the EU; 

- with a view to approximate policies, but also to facilitate trade an agreement in the area of 
veterinary and phytosanitory measures should be negotiated. 
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Part 3: External relations including customs union  
  
1. The Copenhagen criteria for membership: the ability to cope with competitive pressures 

1.1. Participation in a wider market 

In parallel to the process of establishing a free trade area the Bulgarian economy will be 
progressively involved into a wider market encompassing the market territories of Bulgaria 
and the of the European Union. 

Meanwhile the harmonisation of norms, standards and technical requirements will facilitate 
trade and thus strengthen the capacity of Bulgarian industries to compete on European 
markets. 

  

The restructuring and modernisation of the entire economy will be influenced by the 
promotion of trade which is crucial for strengthening its competitiveness and increasing of 
the benefits of the economic reform. 

  

With this regard the adoption of the Union’s internal market acquis is expected to further 
improve market access for Bulgarian exports in the area of technical barriers to trade. 

  

The very establishment of the free trade area between Bulgaria and the European Union will 
assist the process of progressive adaptation to market forces within the internal market. 

  

At the same time the functioning of the free trade area will take the integration process closer 
to achieving the objective of customs union and thus to membership as the Community is 
founded on a customs union. 

  

1.2. Basic principles of the customs union 

The establishment of the customs union between the six original Member States involved two 
parallel processes of convergence: to gradually abolish the customs duties that applied in 
trade between them and to gradually introduce a Common Customs Tariff (CCT) applicable 
to goods imported from third countries. On 1 July 1968 the tariff union was accomplished. 
Since then any new Member State joining the Community has undergone the process of 
abolishing duties on intra-Community trade and aligning its external tariff to the CCT. 
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The necessity to facilitate trade resulted in growing harmonisation and for further 
simplification of customs procedures. Thus the Single administrative document and the 
Combined nomenclature were introduced. In parallel, the EEC-EFTA Convention on a 
Common transit procedure was signed on 20 may 1987. 

  

As far as trading relations with non-Member States are concerned, the Community Customs 
Code has consolidated virtually all the Community customs provisions into a single coherent 
text. the Community customs code and its implementing provisions entered into force on 1 
January 1994. 

  

1.3. Level of tariff protection and alignment of tariffs 

Pre-Uruguay Round 

The simple average tariff protection of the Community for industrial products is 6.4 per cent. 
Under the currently applied Bulgarian customs tariff the simple average level of protection 
for industrial products is 16.8 per cent. On a sector by sector basis the simple average varies 
from 10 per cent for works of art to 27.3 per cent for footwear (the respective Community 
averages for the same sectors are 0 per cent and 11.7 per cent). 

  

The comparison indicates that as a result of an alignment of tariffs Bulgaria will face the 
necessity to lower its level of tariff protection. For products for which the Community is the 
main supplier (accounting for more than 50% of total Bulgarian imports) such as plastics, 
rubber, textiles and textile articles, footwear, works of art the alignment exercise may not 
affect substantially the tariff protection of the economy as at that time the main import flows 
for the products concerned would have been duty-free further to the establishment of the free 
trade area with their main supplier. 

  

For products imported mainly from other sources the implementation of a lower level of tariff 
protection, particularly if these are manufactured goods will need a transitional period in 
order to allow national industries to adapt. At present imports for which the Community 
accounts less than 30% of total imports include the following sectors: mineral products, fuels; 
wood, articles of wood; base metals and articles thereof. 

For agricultural products the comparison could be done at a later stage as the process of 
Bulgarian accession to the WTO is not completed yet while the Community recently (1 July 
1995) put into effect the results of the GATT Uruguay Round. 
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Post-Uruguay Round 

  

Tariff questions/Average tariffs. 

Across all products, the Communities’ simple average tariff as of 1 July 1995 is estimated at 
9.6%. 

  

Non-agricultural products. 

As an outcome of the Uruguay Round negotiations, the European Community will have 
unweighted average duty rates for non-agricultural products at the level of 3.7% in 2000 
(down from some 6% in 1995). 

The EC subscribed to the complete elimination of duties (zero for zero) in the sectors of 
construction equipment, medical equipment, pharmaceuticals, furniture, most steel 
categories, agricultural equipment, paper products, selected toys and soaps and detergents. 
Community imports in these sectors represent around 10% of total non-agricultural EC 
imports. This means that when new duty free trade is added to previous duty free commerce, 
close to 40% of all Community industrial import will, after full implementation, be free of 
duty. 

As a result, the Community customs tariffs will become, particularly for industrial products, 
even more homogeneous than before, with the vast mass of duty rates between 3 and 10%. 
Only three sectors, clothing, footwear and fish, will have an average tariff of 10% or more; in 
these three sectors, the average rates are anyway lower than 12.5%. The Community will 
have only few rates above 15% and none above 22% (trucks). 

  

Agricultural products. 

The new tariff profile for agricultural products shows peaks for meat and meat products, 
dairy products, sugar and derivatives, and tobacco products. Tariffs will remain low or zero 
on oilseeds, fruit and vegetables, and plants (cut flowers and many fruit and vegetable 
categories are subject to seasonal tariffs). 

  

Tariff suspensions. 

Under Article 28 of the Treaty of Rome, the Council may grant tariff suspensions by a 
qualified majority vote. There are some 650 such cases per year, representing a revenue loss 
of about 5% of total duties collected. Suspensions are generally granted for one year, in some 
cases for 6 months, with the possibility of extension. Suspensions have been relatively 
frequent for microelectronics and chemicals. 
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1.4. Trade policy alignment 

  

The necessity to adapt the existing Bulgarian trade policy is very much facilitated by the 
finalization of the Uruguay Round of multilateral trade negotiations under the GATT and the 
establishment as of January 1st, 1995 of the World Trade Organisation. 

  

The trade policy maintained by the EC is based on same multilaterally agreed principles that 
are laid down in the Marrakesh Agreement establishing the WTO and its Annexes. In this 
respect, any alignment with the EC trade policy can turn irrelevant without prior Bulgarian 
accession to the said World Trade Organization. The necessity of Bulgaria joining the GATT 
system is as well stipulated in the Europe Agreement. However, it should be stressed that the 
new WTO embodies rules and disciplines which have a much wider scope than the GATT, 
because now they cover important new areas: Agriculture, Services (GATS), TRIMS, TRIPS. 

  

The currently negotiated accession of Bulgaria to the WTO will fulfil the obligation 
undertaken under the Europe Agreement and will give the economy the so badly needed 
qualification of "being a transparent and predictable one". In addition the WTO accession 
will align Bulgaria with the other Central and East European economies (already WTO 
Members) while negotiating details on membership to the EU. 

  

Following are the main trade policy areas where Bulgaria has to align with the EU on the 
basis of the multilaterally agreed principles stipulated in the Marrakesh Agreement 
establishing the WTO and its respective Annexes. 

  

Tariffs 

Under the accession to the WTO the Bulgarian tariff protection will be reduced in 
comparison to the one the economy presently enjoys and will be bound at certain level 
(different for each respective tariff line), which means that tariffs could be lowered but 
certainly cannot be increased above the set "bound level". On most of the tariff lines Bulgaria 
will still even after WTO accession maintain considerably higher than the EU tariff 
protection. In a very limited number of cases Bulgaria will bind the tariff under the WTO at 
"0" level. This is a positive element for the protection of the Bulgarian economy vis-a-vis 
third countries for the present. 

However, when becoming a member of the EU, Bulgaria will have to undertake the Common 
customs tariff and thus face a considerable discrepancy in the level of tariff protection, i.e. 
between high pre-EU membership tariff protection and the low or in some instances "0" tariff 
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protection in the post-EU membership period. With the view to have the economy prepared 
for membership in the EU and secure a smooth transition, respective measures are to be taken 
without delay now. These might be complex and include inter alia: 

-- To develop a mid- and where possible long-term programme for each sector of the 
economy and for each particular production. Due consideration in this process is to be given 
to the availability of inputs, present markets, assessment of future market possibilities, 
availability of human resources, and last but not least - financing of the "modernisation 
process" (privatisation may in this respect be also considered). 

-- Competitive vital productions and those undergoing or scheduled for "modernisation of the 
production" should consider as of day one of the Bulgarian application for membership to the 
EU the possible changes in the competition conditions on the Bulgarian market when 
Bulgaria undertakes the Common customs tariff (this issue is also relevant to the question of 
adaptation of the economy for smooth implementation of the Europe Agreement where some 
35-40% of the Bulgarian total imports will enter at "0" duty by the year 2002). 

-- Based on the results under 1. and 2. above, the difficulties for adaptation areas could be 
identified and thus enable the preparation of documentation in advance for specific 
transitional requirements which are possible but negotiable (f.ex. Finland was allowed a 
reduction over 3 years of the customs tariff applicable to third countries for certain products, 
mostly textiles, clothing, footwear, metals, plastic and rubber products). 

  

Trade defence instruments 

Within the framework of the accession of Bulgaria to the WTO, the Bulgarian Government 
undertook the obligation to implement the respective agreements under Annex 1A: inter alia, 
the new Agreement on implementation of Article VI (the Anti-Dumping Agreement), the 
new Agreement on Subsidies and Countervailing Measures (the Subsidies Agreement), the 
Agreement on Safeguards and the Agreement on TBT. In practical terms this means that the 
WTO Anti-Dumping Agreement and the Agreement on Safeguards are to be transposed into 
the Bulgarian legislation and thus substitute the presently existing Regulations No.180/1993 
(Safeguards) and No.181/1993 (Anti-dumping). 

  

Bulgaria has also to reorganize the national standardization system to make it in conformity 
with the requirements of the Agreement on Technical Barriers to Trade. The mandatory 
"standards" under the Bulgarian legislation (equivalent to "technical regulations" as defined 
in the TBT Agreement) are to be transposed to voluntary non-mandatory status. The 
conformity assessment infrastructure is to be developed. 

  

  

Other general trade policy issues. 
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In general the Bulgarian trade policy, while aligned with the EC trade policy based on WTO 
principles and discipline, should inter alia: 

-- not result in discrimination between domestic and foreign suppliers; 

-- be predictable and transparent, i.e. frequent changes would be totally unacceptable by the 
respective trading partners; 

-- apply protectionist measures only within the scope of those allowed in the WTO; in this 
respect following trade policy tools are questionable under the WTO rules and thus need 
further corrective measures on the part of the Bulgarian Government: application of export 
taxes (in most cases actually an export ban and thus an indirect subsidy), export bans, non-
automatic licensing, the scope of the automatic licensing. 

  

1.5. Harmonisation of legislation 

In parallel to the process of trade liberalisation the adoption of the Combined Nomenclature 
(CN) of the Community for coding and description of goods is under way. At present for 
customs and statistical purposes Bulgaria applies the classification under the Bulgarian 
customs tariff. The basis of the two classifications is the Harmonised System for coding and 
description of goods and therefore the adoption of the CN may not involve major efforts of 
the Bulgarian side. A lot of progress has been achieved so far with a view to introduce the 
CN as of the beginning of 1996. Bulgaria already applies the Single Administrative 
Document. With the introduction of the CN will be possible to aim at simplification of 
procedures and thus facilitate of trade. 

According to the services of the Commission the four Visegrad counties, Romania and 
Slovenia have officially applied to start negotiations for joining the Common Transit system. 
The adhesion to the Common Transit System will require the adoption of the Community’s 
Combined Nomenclature (which is under way in Bulgaria), the adoption of the single 
administrative document together with the establishment of a credible guarantee system. The 
Bulgarian side has not applied yet for joining the system. 

  

As far as other elements of tariff policy are concerned the Customs Code of Bulgaria (not 
adopted yet) has been drafted on the basis of the Community Customs Code. 

  

2. Agreements of the European Union with third countries concerning trade 

  

The agreements, concluded by the European Union with third countries constitute the 
Community acquis in the area of external relations. 
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The legal basis for the conclusion of association agreements is Article 238 of the Treaty 
establishing the European Economic Community according to the provisions of which the 
Community may conclude with a third State, a union of States or an international 
organisation agreements establishing an association involving reciprocal rights and 
obligations, common action and special procedures. 

  

Such Agreements are negotiated by the Commission subject to the powers vested in it in this 
field and concluded by the Council, after consulting the European Parliament where required 
by the Treaty. Agreements concluded under these conditions shall be binding on the 
institutions of the Community and on Member States. 

  

The legal basis for the conclusion of tariff and trade agreements is Article 113 of the Treaty 
related to the context of the common commercial policy, which is based on uniform 
principles, particularly in regard to changes in tariff rates, the achievement of uniformity in 
measures of liberalisation, export policy and measures to protect trade such as those to be 
taken in case of dumping or subsidies. Where agreements with third countries need to be 
negotiated the Commission makes recommendations to the Council which authorises the 
Commission to open such negotiations. In exercising the powers conferred upon it by Article 
113 the Council shall act by a qualified majority. The agreements under Article 113 are 
concluded by the Council on behalf of the Community by a qualified majority. 

  

Upon accession any new Member State accepting the Treaties on which the European Union 
is founded shall apply the Agreements concluded by the European Union (association 
Agreements and agreements concluded in the context of the common commercial policy. 1) 

  

The necessary adjustments to those Agreements to take account of the enlargements of the 
Union are negotiated by the Commission with the co-contracting countries. 

  

At present the list of those Agreements comprise the following: 

  

2.1. Agreements based on Article 238 

  

2.1.1. The Agreement establishing the European Economic Area has been signed in Oporto in 
May 1992 between the European Communities and their Member States of the one side and 
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the each one of the EFTA States of the other (Austria, Finland, Iceland, Liechtenstein, 
Norway, Sweden and the Swiss Confederation). The purpose of the Agreement is to establish 
an integrated economic area (19 countries and 380 million people) making provisions for free 
movement of goods, persons, services and capital. The Agreement entered into force in 1 
January 1994. 2), 3). In the area of free movement of goods, the Agreement provides for 
prohibition of duties and quantitative restrictions and measures with equivalent effect in trade 
in industrial products between the parties to it. The objective of free trade has been partially 
met by the application of the free trade Agreements concluded in 1972 with each of the 
EFTA countries. 

  

The aim of the EEA Agreement is to extend the prohibition on duties to include also a ban on 
quantitative restrictions and measures of equivalent effect; emphasis is also placed with 
regard to prohibition of all discriminatory trade practices by state monopolies, anti-dumping 
measures and technical barriers to trade; border controls and formalities relating to goods are 
subject to simplification and the common market is extended to include public procurement. 

  

2.1.2. The Europe Agreements with countries from Central and Eastern Europe 

These agreements are based on Articles 113 and 238 of the Treaty. The Agreements are 
establishing an Association between the European Communities and their member States and 
each one of the countries from Central and Eastern Europe and are forerunners to possible 
accession providing for a time-table and a phased approach. All agreements are based on 
identical model, providing for the establishment of bilateral free trade areas between the 
Community and each one of those countries. As of 1995 the schedule for duty dismantling on 
the Community side provides for equal treatment for any of the countries concerned. The 
respective schedules of the countries differ according to their bilateral Agreements with the 
Community. 

  

At present such Agreements are concluded with: 

- Poland and Hungary- signed on 16 December 1991, entered into force on 1 February 1994; 
Interim agreements providing for the entry into force of the trade provisions were signed on 
the same date and entered into force on 1 March 1992; 

  

- Poland and Hungary presented an application for accession in March 1994; 

- the Czech Republic, the Slovak Republic - signed on 16 December 1991, entered into force 
on 1 February 1995 (due to the necessity to conclude two separate agreements with the Czech 
and the Slovak Republic based on the Europe Agreement with former Czechoslovakia); 
Interim agreements providing for the entry into force of the trade provisions were signed on 
the same date and entered into force on 1 March 1992; 
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- the Slovak Republic presented an application for accession in June 1995; 

  

- Romania - signed 28 February 1993 entered into force 1 February 1995; Interim Agreement, 
providing for the entry into force of the trade provisions was signed on the same date and 
entered into force on 1 May 1993; Romania presented an application for accession in June 
1995. 

  

- the Baltic States (Lithuania, Latvia, Estonia) - The Agreements on free trade and trade 
related matters were signed on 18 July 1994 and entered into force on 1 January 1995. The 
Europe Agreements were negotiated afterwards and concluded during the first half of 1995; 

  

- Slovenia - the Commission’s mandate to negotiate an Association Agreement (Europe 
Agreement) with Slovenia was approved by Council in May 1995 with a view to conclude 
such an Agreement by the end of 1995. 

  

2.1.3. Agreement establishing an association between the European Economic Community 
and the Republic of Cyprus was signed on 19 December 1972 and entered into force on 1 
June 1973. The first stage was due to be completed by 30 June 1977, but was subsequently 
extended. The Protocol laying down the conditions and procedures for the implementation of 
the second stage of the Agreement establishing an Association between the EEC and the 
Republic of Cyprus was signed on 19 October 1987 and entered into force on 1 January 1988. 
It provides for the establishment of a customs union in two phases: 

  

-during a first phase of 10 years (1988-97 in principle) Cyprus is to abolish customs duties for 
industrial products originating in the EEC and adopt the Common Customs Tariff. The two 
parties will abolish their customs duties for the agricultural products covered by reciprocal 
concessions in the Association Agreement. The Community will progressively increase the 
tariff quotas for Cyprus’s principal agricultural exports of cereals, beef and veal and 
vegetable oils; 

  

- the second phase (5 years) will enter into force by a decision of the Association Council. 
The measures necessary to implement the free movement of agricultural products in a 
customs union will be applied Cyprus has now presented an application for accession. The 
Community took a decision to open the accession negotiations six months after the end of the 
Intergovernmental Conference due to be opened in 1996. 
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2.1.4. An Agreement establishing an Association between the European Economic 
Community and Malta was signed on 5 December 1970 and entered into force on 1 April 
1971 for an unlimited period. The Agreement provides for two stages: 

  

- the first (duration: 5 years) was twice extended by an Agreement and an Additional Protocol 
(expiring on 31 December 1980). The trade provisions of the Agreement and the protocols 
were unilaterally extended until 30 June 1984 and subsequently further extended to 31 
December 1985. The Community and Malta subsequently implemented unilaterally the trade 
provisions of the Agreement. 

A Supplementary Protocol to the Agreement establishing an Association between the 
European Economic Community and Malta was signed on 14 December 1988 and entered 
into force on 1 April 1989 extending the first stage until 31 December 1990. 

Another protocol was signed on 20 December 1990 extending the first stage until 31 
December 1991 and providing for further automatic extensions from year to year thus 
providing for an extension de facto for an unlimited period. 

Following the lodging by Malta of its application for accession, the Association Council 
called on 8 April 1992 for negotiations to begin as soon as possible. 

  

The Community took a decision to open the accession negotiations six months after the end 
of the Intergovernmental Conference (as with Cyprus). 

  

2.1.5 An Agreement establishing an Association between the European Economic 
Community and Turkey was signed on 12 September 1963 and entered into force on 1 
December 1964 for an unlimited period. The Agreement provides for the establishment of a 
customs union. It comprises three stages: 

  

- a preparatory stage (duration: around five years); 

- a transitional stage (twelve years) involving the establishment of a customs union; 

- a final stage. 

  

A Financial Protocol was signed on 23 November 1970 providing for the establishment of the 
conditions, arrangements and a timetable for the transitional stage. During the following 
periods second, third and fourth financial protocols were negotiated and concluded. On the 
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last (fourth protocol) negotiations were completed on 19 June 1981. The Protocol was 
initialled only in 1991, but the Greek opposition continues to block the release of the ECU 
600 million set aside by this Protocol for the financing of development and co-operation 
projects over a period of five years (1991-96). 

The attainment of the objectives set by the Agreement is administered by the Association 
Council (it resumed its activities on 30 September 1991 following a five year gap). 

  

In 1992 a co-operation programme was finalised between the Commission and the Turkish 
government with the aim of relaunching the EEC- Turkey association. In a joint statement 
issued at the end of the meeting of the EEC-Turkey Association Council in November 1992 
the Association Council called for political dialogue and co-operation to be stepped up. The 
Association Council meeting in March 1995 called for the entry into force of the final stage 
of the customs union on 1 January 1996 (duration of this stage: five years after entry into 
force). 

  

2.1.6 Several co-operation agreements between the EEC and the Mediterranean and Middle 
East countries were concluded in the late 1970's as follows: 

  

- with the People's Democratic Republic of Algeria - signed on 26 April 1976, entered into 
force on 1 November 1978 for an unlimited period; 

- with the Arab Republic of Egypt - signed on 18 January 1977, entered into force on 1 
November 1978 for an unlimited period; 

- with the Hashemite Kingdom of Jordan - signed on 18 January 1977, entered into force on 1 
January November 1979 for an unlimited period; 

- with the Lebanese Republic - signed on 3 May 1977, entered into force on 1 November 
1978 for an unlimited period; 

- with the Kingdom of Morocco - signed on 27 April 1976, entered into force on 1 November 
1978 for an unlimited period; 

- with the Syrian Arab Republic - signed on 18 January 1977, entered into force on 1 
November 1978 for an unlimited period; 

- with the Republic of Tunisia - signed on 25 April 1976, entered into force on 1 November 
1978 for an unlimited period. 

  

All these are comprehensive co-operation agreements, providing for the possibilities for 
financial arrangements governed by specific protocols and allowing for the conclusions of 
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protocols enabling traditional export trade of these countries with the Community to be 
maintained. On the basis of these agreements and in conformity with Article 113 of the 
Treaty arrangements for specific agricultural imports into the Community originating in each 
of these countries were concluded. 

  

Negotiations for the conclusion of new generation agreements are currently underway. A new 
Agreement has been initialled with Tunisia by the end of the first half of 1995 and the 
conclusion of such agreements with Morocco and Israel is expected to take place until the 
end of 1995. A lot of progress has been achieved also in the negotiations with Egypt, Jordan 
and Lebanon. 

  

The Euro- Mediterranean Conference to be held in Barcelona on 27-28 November 1995 is 
expected to lay the foundations for a Euro-Mediterranean partnership with ambitious co-
operation goals with a view to establish a Euro-Mediterranean economic area based on free 
trade in accordance with the obligations arising from the WTO. The establishment of the free 
trade area is to be progressively completed by the year 2010 covering most trade. 

  

  

2.2. Agreements based on Article 113 of the Treaty 

  

2.2.1. Agreement between the European Economic Community and the Swiss Confederation 

The Agreement was signed on 22 July 1972 and entered into force on 1 January 1973 for an 
unlimited period; It is a preferential Agreement, creating a free trade area and laying down a 
detailed schedule for the dismantling of tariffs, on completion of which industrial products 
circulate freely. The Agreement has been amended on several occasions by Additional 
protocols, Exchange of letters or Decisions of the Joint Committee. Since the Swiss 
Confederation did not join the European Economic Area bilateral negotiations are under way 
with a view to improve the economic provisions of the existing Agreement. 

  

2.2.2. An Agreement between the European Economic Community and the State of Israel 
was signed on 11 may 1975 and entered into force on 1 July 1975 for an unlimited period. 
This is a free trade and co-operation agreement. Several protocols governing the financial 
aspects of the co-operation were concluded. The latest one covering a period of five years 
expires on 31 October 1996. 
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Negotiations for a new generation agreement are currently under way in the context of the 
Mediterranean policy of the European Union. 

  

  

Notes: 

  

1) After their accession Austria, Finland and Sweden had to withdraw from the Convention 
establishing the European Free-Trade Association and to apply to their former EFTA 
partners the Agreements concluded by the European Union. 

  

2)After referendum the Swiss Confederation did not ratify the Agreement; 

  

3) After their accession to the EU Austria, Finland and Sweden participate on the Union's 
side; at present parties to the EEA Agreement are the EC-15 of the one side and Iceland, 
Norway, Liechtenstein of the other side. 

  

4) Bulgaria, Hungary, the Czech and the Slovak Republic shall abolish duties on imports 
from the Community nine years after the entry into force of the Agreement, Poland - seven 
years after entry into force, Lithuania - seven years after entry into force, Latvia - four years 
after entry into force, Estonia abolished duties and quantitative restrictions on imports from 
the Community with the entry into force of the Agreement. Thus the Europe Agreement 
between Estonia and the Community is the only one providing for an immediate 
establishment of a free trade area including trade in the sensitive sectors (in trade in textiles 
applies the double checking system on imports into the Community). 

  

5)However in October 1990, to allow for the consequences of the Gulf crisis, the European 
Communities adopted an economic aid programme for Turkey, Jordan and Egypt 

  

3. Current status of regional co-operation of Bulgaria 

  

The integration process of the European Union is an example how economies sharing 
common values may develop their co-operation on the basis of mutual benefit. 
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To prepare for the intensive type of integration within the Community co-operation with 
associated to the EC countries must be developed. 

  

The Central European countries (the Visegrad) countries realised the necessity of deepening 
relationship between themselves in parallel to their bilateral agreements with the European 
Union. 

  

The Central European Free Trade Agreement was concluded between the Czech Republic, 
the Republic of Hungary, the Republic of Poland and the Slovak Republic and entered into 
force on 1 March 1993. 

  

The implementation of the Agreement is aimed to progressively eliminate the obstacles to 
substantially all trade thus fostering the intensification of mutually beneficial trade relations 
and contributing to the process of integration in Europe. 

  

3.1. Free trade agreement with EFTA 

In March 1993 Bulgaria has signed a Free Trade Agreement with the EFTA States, covering 
trade in industrial products, fish and processed agricultural products. The Agreement is 
parallel in many ways with the Europe Agreement with the EC. There is also an asymmetry 
in the implementation schedule of trade liberalisation in favour of Bulgaria. Bilateral 
agreements in agricultural products were concluded with each individual EFTA State and 
signed on the same date 

  

3.2. Free trade agreements with the associated countries from Central and Eastern Europe 

  

The Bulgarian side indicated its willingness to negotiate bilateral free trade agreements with 
the other associated to the EU countries from Central and Eastern Europe. 

  

Negotiations with the Czech Republic and the Slovak Republic are well under way with a 
view to be completed by the end of 1995. Exploratory talks have been held with Poland and 
Romania with a view to schedule negotiations as soon as possible. Bulgaria and Slovenia 
agreed in principle to hold negotiations on a free trade agreement. 
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3.3. Cumulation of rules of origin 

While technical in character the cumulation of preferential rules of origin between the 
associated countries from Central and Eastern Europe and the European Union will foster 
trade in the region. 

  

This will also strengthen the effectiveness of the Europe Agreement by allowing economic 
operators to fully exploit its provisions. At present the diagonal cumulation provision is 
included in the Agreements of the Visegrad countries. 

  

The adaptation of the their Europe Agreements to extend the diagonal cumulation to include 
Bulgaria (and Romania) is dependant on all associated countries agreeing on one system and 
agreeing on an agreement between themselves. 

  

The intentions of the Community are afterwards to introduce diagonal cumulation to the 
extent possible (some product sectors, probably textiles and vehicles will be excluded) 
between EC/EFTA treated as one territory for the purposes of rules of origin and the 
associated countries. 

  

  

As a result all EC/CEEC/EFTA countries would then be involved in what could be called 
European cumulation. 

  

Before the introduction of full cumulation into all Europe agreements as a third stage a 
thorough evaluation would be undertaken on the basis of the sectoral and regional 
consequences on European industry of introducing full cumulation, taking into account the 
effects of the first two stages. 

  

The progress achieved so far in the multilateral discussions between the six associated 
countries on the adaptation of their Europe Agreements in order to harmonise the rules of 
origin and to extend the cumulation of origin to include Bulgaria and Romania indicate their 
willingness to proceed expeditiously (two rounds of negotiations have been held in Brussels 
between the European Commission and the customs authorities of the countries concerned). 
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When achieved, harmonisation of rules of origin and the extension of cumulation 
possibilities, would strengthen the effectiveness of the Europe Agreements, improve market 
access for originating products and stimulate economic co-operation throughout Europe. 
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Part 4: Integration into the Internal Market of the European Union  
  
Article 237 of the EEC Treaty provides that "Any European State may apply to become a 
member of the Community. It shall address its application to the Council, which shall act 
unanimously after consulting the Commission and after receiving the assent of the European 
parliament which shall act by an absolute majority of its component members". 

Conditions and criteria for membership of the associated countries from Central and Eastern 
Europe have been set out by the European Council meeting of Copenhagen in June 1993. The 
European Council agreed that the associated countries that so desire shall become members 
of the European Union. Accession will take place as soon as the associated country is able to 
assume the obligations of membership by satisfying the economic and political conditions 
required as set out in the conclusions of that meeting. 

The European Council meeting of Essen in December 1994 while approving a strategy to 
prepare the associated CEEC for accession emphasised that the essential element of this 
strategy is the progressive preparation for integration into the internal market of the European 
Union. 

  

The phased adoption of the Union’s internal market acquis (progressive harmonisation of 
legislation) will assist the process of accepting the existing body of EC legislation related to 
free movement of goods upon accession. 

  

  

1. Harmonisation of legislation - the White Paper 

  

The European Council meeting of Cannes in June 1995 welcomed the White Paper prepared 
by the Commission on preparation of the associated countries for integration into the internal 
market of the Union at the time of their accession. It considered that the White Paper is a 
useful guide for those countries in the context of the process of reform already initiated and 
of implementation of the Europe Agreements. 

The White Paper emphasises the importance of the internal market for achieving the 
objectives of the Union. In particular the internal market contributes to sustainable, balanced 
and environment-friendly growth, to greater economic and social cohesion, to a high level of 
employment and social protection and to a higher standard of living and a higher quality of 
life. The internal market comprises an area without internal frontiers in which the free 
movement of goods, persons, services and capital is ensured. It requires a high level of 
mutual trust and equivalent regulatory approaches. 
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The successful accomplishment of the task of preparing for integration into the internal 
market presupposes appropriate assistance by the Community and its Member States. 
Improved co-ordination in granting assistance in this area will raise its effectiveness. 

  

At the same time the establishment of an internal structure in Bulgaria in charge to make full 
use of the offered facilities will contribute to the success of national efforts. 

  

It is of a particular importance to draw on the experience of Member States in transposing 
Community law into national legislation (an indispensable condition for the proper 
functioning of the internal market). It is considered that the proper application of Community 
law depends on: proper and effective transposition of common rules; proper administrative 
co-operation; confidence and openness between administrations; effective, efficient and 
uniform application of legislation in all Member States. 

  

To this effect the experience of individual Member States in transposing the 219 measures 
listed in the 1985 Single Market White Paper will be of great help to Bulgaria. 

  

It is understood that the creation of the conditions for establishing a single market is 
dependant upon putting into place legislation and regulatory systems, standards and 
certification methods compatible with those of the European Union. 

  

2. The internal market - objectives and framework 

  

The internal market initiative was launched the mid-1980s with a view to refocusing and 
revitalising EC integration. The elements were out in the Commission’s White Paper on 
Completing the Internal Market of 1985. This identified a wide range of barriers perceived to 
hamper the flow of goods, services, persons, and capital among Member States, and 
established a timetable for their abolition by the end of 1992. 

  

The Single European Act of 1987 reinforced the Communities’’ legal and institutional 
framework in view of the internal market objectives. The Single European Act introduced 
into the EEC Treaty the target date of 31 December 1992 for achieving "an area without 
internal frontiers in which the free movement of goods, persons, services and capital is 
ensured" (Article 8a). 
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The economic integration within the internal market goes further than other forms of co-
operation such as free trade areas, customs unions and common markets which retain their 
physical frontiers. It allows the promotion of a more efficient allocation of the factors of 
production, larger scale of production, improvement of economic performance through 
greater competition and stimulates investment. 

  

The market without internal frontiers relies on a high level of mutual confidence and 
equivalence of regulatory approach. Any substantial failure to apply the common rules in any 
part of the internal market puts the rest of the system at risk and undermines its integrity. 

  

The basic rules to ensure the achievement of the conditions for the establishment of the 
international market are defined in the EEC Treaty. Another fundamental principle is 
established by the European Court of Justice in its rulings interpreting the Treaty: the 
principle of mutual recognition. Any good circulating legally in one member State shall be 
free to circulate in any other part of the Community, except where a Member State can 
demonstrate that the rules of the Member State of origin do not afford equivalent protection 
of the essential public good. This principle ensures the free movement of goods within the 
Community without recourse to legislation at the Community level. Should common 
regulations prove necessary, these should, whenever possible be limited to defining essential 
health and safety requirements. 

The Commission is required, when preparing its proposals for harmonisation of national 
legislation concerning health safety, environmental protection and consumer protection to 
take as base a high level of protection. 

  

In appropriate cases, harmonisation measures must include a safeguard clause allowing 
Member States to take provisional measures for health, safety, environmental and similar 
reasons. Invocation would be subject to a Community control procedure. Such provisions are 
part of many directives concerning pharmaceuticals and food. 

  

The legal framework for the establishment of the internal market, besides the provisions of 
the Treaty and the rulings of the European Court of Justice comprises also secondary 
legislation. 

  

In accordance with the Treaty most internal market legislation is in the form of Directives, 
which are binding on the Member States. Directives are sometimes relatively detailed, in 
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other cases they establish only broad aims or essential conditions. In order to become legally 
effective, national implementing legislation is necessary. 

  

At the top of the hierarchy of EC legal instruments (under Article 189 of the EEC Treaty) are 
the Regulations which are directly applicable and binding in their entirety in all Member 
States. They need no enabling legislation. There are also some Decisions, instruments which 
are binding on those to whom they are addressed. 

  

Since 1986, the Commission has published annual progress reports on the implementation of 
the Internal Market Programme. In its recent reports the European Commission indicated that 
Member States are still expected to make progress in a number of areas in which the Single 
market is not yet a reality, in particular: the abolition of frontier controls on persons (which at 
present exists between Schengen countries alone in a non-EC framework); the fiscal 
environment for business; company law and protection of intellectual property; liberalisation 
of public sector services (theoretically achieved but still imperfect). 

  

  

3. The Internal market legislation related to free movement of goods - key sectors, stages and 
measures involved 

  

The market concept refers to a trading area devoted wholly to the sale of products. The single 
market rests on the assumption that goods traded on the market of one Member State of the 
Community can move freely through the other Member States. Hence to ensure the free 
movement of goods within a single market all tariff barriers (customs duties and charges 
having an equivalent effect) and non-tariff barriers (any other measures making imports more 
difficult or costly) must be removed. 

  

One of the fundamental aims with a view to completing the internal market has been the 
abolition of quantitative restrictions and measures having equivalent effect which constitute 
barriers to trade within the EU. 

  

3.1. EC legislation concerning the production and marketing of goods 

In areas where the principle of mutual recognition (as described above) could not apply 
because of the divergence in national legislation which thus had "an equivalent effect" to 
tariffs or quantitative restrictions the approach to technical harmonisation has been to 
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establish a limited number of essential requirements and leave more detailed rules to be made 
up by other standard-making bodies on a voluntary basis. 

  

In other areas (especially food and medicines, motor vehicles) the approach of full 
harmonisation is applied. 

  

These rules taken together with the principle of mutual recognition, ensure that a producer, 
manufacturer or importer anywhere in the Community can introduce a product on the market 
and can market it anywhere else in the EU without falling foul of local rules. 

  

A Member State must not only be able to create the conditions for the production of goods 
which correspond to Community standards (this applies to any country which exports to the 
Community), but also be able to guarantee that all goods on its market meet those standards. 

  

The system thus requires the right legislation in all Member States but also the full 
framework of technical and other structures necessary to ensure the effective implementation 
of such legislation. Those structures (testing laboratories, metrology institutes or customs 
posts at the external border of the Community) need to win the confidence of the Community 
as a whole if the principle of mutual recognition is to be applied. 

  

For the application of the principle of mutual recognition the following primary conditions 
are to be fulfilled: 

  

- the existence of product safety certification bodies operating in accordance with the same 
rules as similar bodies in existence in the EU; 

- the existence of laboratories carrying out tests on products requiring it, e.g. certain food 
products containing additives or vitamins). These would be either private or public 
laboratories whose tests would be recognised in other Member States of the EU; 

- the existence of product monitoring machinery (e.g. authorisation procedure for products 
containing certain substances such as vitamins or additives: authorisation procedure for 
parallel imports of medicinal products). 

  

The prerequisites to ensure free movement of goods in the pre-accession stage with a view to 
future joining the internal market are not only the abolition of tariffs and quantitative 
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restrictions at the border, but also to ensure that measures with equivalent to tariffs and 
quantitative restriction effect are eliminated (the technical barriers to trade). 

  

The instruments to ensure free circulation of goods within the territory of the Union are: 

  

- the principle of mutual recognition of legally marketed goods; 

- technical harmonisation of legislation; 

- the mechanism to prevent erection of new barriers to trade; 

  

To achieve the principle of mutual recognition the following preconditions are to be taken 
into account: 

  

- recognition of certification bodies; 

- recognition by Member States of tests carried out in Bulgaria and vice versa; 

- recognition by EU Member States of products legally manufactured and/ or marketed in 
Bulgaria and vice versa. 

Technical harmonisation is intended to remove regulatory barriers to trade by bringing about 
convergence in national technical legislation, intended to ensure the achievement of public 
policy goals such as public health, safety and environmental protection. 

  

In elaborating its technical harmonisation legislation the Union has adopted two different 
philosophies: 

  

- the so-called New Approach; and 

- the Sectoral Approach. 

  

The New Approach Directives are limited to fixing essential requirements on general issues 
such as safety, health and environment. Voluntary standards, drafted by private sector 
European standardisation bodies, offer suitable but not compulsory, technical solutions to 
meet the essential requirements. Assessment of conformity with the essential requirements is 
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governed by the provisions of Council Resolution of 21 December 1989. This provides 
specific conformity assessment procedures and the institution of independent "notified 
bodies", mainly from the private sector, authorised to carry out the conformity assessment 
procedures. 

  

Under the New Approach are regulated families of products such as pressure vessels, 
electromagnetic compatibility, machinery, personal protection equipment, gas appliances, 
medical devices, non-automatic weighing instruments, appliances burning gaseous fuels, 
construction products and equipment for use in potentially explosive atmosphere. 

  

The Sectoral Approach is applied in respect of foodstuffs, pharmaceuticals, motor vehicles 
and chemical products, i.e. sectors where public health and safety are directly concerned. 

  

3.2. Current status of legislative and institutional framework in Bulgaria; stages and measures 
to be implemented to achieve alignment with the EU legislative and regulatory system 

  

Under Bulgarian legislation standards are mandatory. The Bulgarian standardising body is the 
Committee on Standardisation and Metrology. 

  

The Bulgarian standards and technical regulations are based on internationally agreed rules, 
following an intensive process of harmonisation of the existing standards. In accordance with 
a Regulation issued by the Committee on Standardisation and Metrology "where relevant 
international standards exist they may be adopted as national standards". 

  

The legislative and institutional framework for the Conformity Assessment Procedures is 
being created (no such practice existed in the past). A network of laboratories is in the 
process of being established. 

  

The transposition of the "mandatory" status of the standards under Bulgarian legislation into 
the "voluntary’ status of the standards will be a complex and costly process. 
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To achieve legislative alignment involving also technical harmonisation requires adaptation 
of the former rigid system to a new system whose objective is to suppress barriers to trade 
and allow free movement of products. 

  

Therefore much efforts will be needed to bring the system of standardisation into line with 
that of the Union. 

  

In the first place, a clear distinction is needed that standardisation is a process based on 
consensus of interested parties rather than being centrally dictated and is for voluntary 
application of economic operators rather than for mandatory application enforced by the 
public authorities. 

  

Following the changes of attitude towards the standardisation process it will be necessary to 
ensure that the standards bodies have at least "arm’s length" autonomy or preferably 
independence from Government. 

  

Furthermore an open and firm commitment is needed to the principle that standards are 
voluntary. The approach of the national authorities towards standardisation has to be based on 
the principle that specifications are prepared by consensus but are intended for voluntary 
application. 

  

The national bodies charged by the authorities with the task of preparing specifications 
should be capable in practice of carrying out the national work necessary to implement those 
European and international standards that are used in the context of European policy. Such 
bodies require the capacity to reach consensus to formulate national viewpoints, to carry out 
public enquiry, to transpose European standards as national standards, to ensure that no new 
national standards are introduced at the preparation phase of the European standard and to 
withdraw conflicting national standards. Such standards bodies must be capable of converting 
the entire scope of the European standards bodies, CEN (European Committee for 
Standardisation), CENELEC (European Committee for electro-technical Standardisation), 
ETSI (European Telecommunications Standardisation Institute). 

  

The second stage will involve the complete adoption of the corpus of European standards as 
voluntary national standards. This will imply that the basic measure have been taken and that 
the standards bodies have the full capacity to undertake the necessary actions. 
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As far as conformity assessment is concerned the general precondition for the alignment of 
conformity assessment is respect for the related principles established in the WTO TBT Code 
as follows: 

- transparency in the regulatory system; 

- regulations should be restricted to the protection of public policy interests (safety and 
protection of health, the environment and consumers); 

- development of conformity assessment bodies that are competent, in terms of experience, 
human resources, facilities and organisation, and that are independent of the regulatory 

authorities. 

  

The problems to be resolved in adapting the conformity assessment system and regulations 
include: 

- the need to abandon the practice of involvement authorities in the control of product quality 
characteristics that are related to free trade; 

- excessively centralised existing conformity assessment activities; 

- insufficiency and obsolescence of means of testing and metrology; 

- lack of involvement with international conformity assessment activities; 

- the need to develop a culture in which the conformity assessment bodies see themselves as 
serving industry and helping it to solve its problems. 

  

  

Funding under the two PHARE regional programmes PRAQ 91 and 92 may be addressed to 
resolving these problems. 

  

These measures are to be complimented by setting up a system of market surveillance in line 
with the EU system. 

  

The objective to control the market comprises the following obligations for Member States of 
the EU: 
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- to adopt appropriate legislation providing for legal sanctions against fraud and non-
conformity requirements; 

- to establish specialised laboratories (public or private) that are able to assess the conformity 
of products with legislation; 

to train enforcement officers in order to control products already on the market; 

- to set up enforcement programmes that indicate the products to be controlled over a certain 
period, the frequency and nature of controls, etc. 

  

On the whole taking into account the current status of legislation and practice in Bulgaria in 
the area of technical barriers to trade as compared to the EU internal market requirements a 
co-ordinated approach towards alignment and implementation of Community legislative and 
institutional framework is needed. 

  

This will facilitate the free movement of goods between Bulgaria and the European Union by 
eliminating obstacles to trade and prepare the integration of Bulgaria into the internal market 
of the Union. 
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Part 5: Recommendations  
  
1. Bulgaria should conduct its trade policy strictly in conformity with the provisions of the 
Europe Agreement and its multilateral obligations (after acceding to the WTO). 

  

2. Bulgaria should complete its accession to the WTO in a reasonable time framework - 
preferably till the end of 1995. The accession will open up new opportunities in its 
relationship with the EU. It will give Bulgaria the qualification of a transparent and 
predictable economy. 

  

3.Drastic changes are required so that trade policy alignment be achieved upon accession to 
the customs union and for the participation in the internal market of the Union. The specific 
areas concerned include inter alia: the trade policy instruments, the institutional framework 
for their proper implementation as well as the respective instruments of market regulation, the 
rules of competition, the system of quality controls, the protection of the consumers etc. 

  

4.Discrepancies between the trade liberalization under the Europe Agreement (and beyond 
under future EU-membership negotiations), and the level of structural adjustment of the 
Bulgarian economy coupled with possible respective involvement of the privatization process 
should be kept to the minimum. In this respect it is worth mentioning that a delay in the 
structural adjustment would inevitably result in a negative impact on Bulgarian industries for 
production and market possibilities on accession to EU. 

  

5. Bulgaria should not conclude free trade area agreements with important trading countries 
which have not yet concluded such agreements with the EU (e.g. USA, Russia, etc.) since, 
after Bulgaria's accession to the EU, it will be impossible for the Union to compensate such 
countries as a result of the adoption by Bulgaria of the common customs tariff of the EU in 
line with the requirements of Article XXIV of the GATT. If concluded, such agreements will 
delay Bulgaria's accession to the EU until, and if the EU signs free trade area agreements 
with the countries concerned. 

  

6. Bulgaria's priority in negotiating free trade area agreements should cover associated 
countries of CEE (Poland, the Czech Republic, Slovakia, Hungary, Romania and later 
Slovenia). Such a policy will be strongly supported by the EU and will enable the cumulation 
in the rules of origin and the resulting more efficient resource allocation. 

It is of interest to the Bulgarian industries to speed up negotiations for FTA with the 
respective associated to the EU countries. It is only logical, that any form of FTA with the 
CEFTA countries prior to the actual start of membership negotiations with the EU will 
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enhance our chances for better terms of accession to the EU. i.e. better stay for the Bulgarian 
economic operators on the single market. 

  

7. Bulgaria should increase its efforts to achieve further opening of the EU market for its 
products, due to various considerations, inter alia the importance of increased exports for 
achieving sustainable growth of the economy and servicing foreign debt obligations; the 
erosion of trade preferences for some products under the Europe Agreement as a result of the 
implementation of the Uruguay Round agreements and the latest enlargement of the EU; the 
chronic trade deficit with the EU which now covers agricultural trade as well. 

  

8. Efforts for further market access should primarily concentrate on agricultural trade and its 
progressive inclusion into the free trade area. Up to now the impact of the Europe Agreement 
on Bulgaria's agricultural exports to the EU seems to be negligible. Apart from further trade 
concession in agricultural trade, most of which will probably be on a reciprocal basis, the EU 
should seriously consider the elimination of export refunds for exports when directed to 
Bulgaria and associated countries. Such measures will gradually ease the problems in 
agriculture when accession to the EU is achieved. Efforts on the part of Bulgaria and the EU 
should also concentrate on better utilization of tariff quotas by increasing its flexibility and by 
improving the information to exporters and importers. 

  

9. Trade in agriculture will be facilitated by the conclusion of an agreement between Bulgaria 
and the EU on veterinary and phytosanitary questions. 

  

10. Better market access to EU market should be coupled with the attraction of investments in 
Bulgaria by improving the investment climate and by increasing export and investment 
guarantees on the part of EU member states to potential investors. 

  

11. Bulgaria should request the EU to refrain from using safeguards and antidumping 
measures vis-И-vis exports from Bulgaria and other associated countries. The mere initiation 
of the relevant procedure in this area results in harassment of trade. The EU should consider 
the abolition of the application of such measures when associated countries adopt comparable 
competition rules in their legislation (three years after the entry into force of the Europe 
Agreement). 

  

12. Bulgaria should strongly urge the EU to abolish visa requirements immediately since such 
requirements discriminate against Bulgaria exporters compared to exporters from some other 
associated countries and represent an important barrier to trade. 
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13. Integration efforts should increasingly cover not only the government level but also the 
industry level. Cooperation between Bulgarian associations of sector industries, chambers of 
commerce, etc., and their partners in the EU should be encouraged. 

  

14. Bulgaria should expeditiously study in detail the White Paper of the EU on approximation 
of laws and develop a programme of priorities and timetable for the harmonisation of its 
legislation with EU laws. 

  

15. Bulgaria should adopt as soon as possible a new Customs Law, the draft of which is 
considered to be based on EU legislation. 

  

16. Bulgaria should speed up the adoption of the Combined Nomenclature of the EU. 

  

17. Bulgaria should bring its legislation on safeguards, antidumping and countervailing duties 
in line with the Uruguay Round Agreements in the respective areas. The same applies to the 
area of the TBT Agreement and the SPS Agreement. 

  

18. Special efforts should be devoted in Bulgaria in the area of standartisation and 
certification. 

  

19. Bulgaria should continue its policy of harmonization of the existing standards on 
internationally agreed rules and of developing the institutional framework for the comformity 
assessment procedures. 

  

20. In the short run priority should be given to the application of the modules in technical 
legislation, the application of the EN ISO 9000 and EN 45000 series of standards, and the 
promotion of mutual recognition agreements in the unharmonized area of standards. 

  

21. The institutional set-up in Bulgaria in trade policy matters should be enhanced by better 
coordination among economic ministries under the coordination of the Trade Ministry and by 
strengthening the respective departments of the Trade Ministry. 
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22. There is a strong need in Bulgaria to increase the number and quality of trade policy 
experts. Trade officials should make the best use of the opportunities to attend GATT trade 
policy courses and training in EU member states. There should be rotation of officials with 
GATT experience and EU experience. 

  

23. There is a need of increased financial resources for training, computer and other technical 
hardware and proceedings stemming from SG and AD legislation, etc. 
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