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The Policy of Ukraine towards the BSEC and the Black Sea Region

Ukrainian interests and challenges in the Black Sea region

The Black sea region epitomizes for Ukraine a complex centre of vital interests in the spheres of geopolitics, economy and defense, particularly as Ukraine still stands in the post-soviet geopolitical area which Russia aspires to reintegrate to the bosom of its state system. Not as a matter of coincidence, the Russian Federation (RF) has openly declared the right to monopolistic domination of this part of Eurasia. Such a tendency constitutes a threat to Ukraine's sovereignty and independence.

Another challenge for Ukraine in the post-soviet area has been the propensity in post-communist regimes to backtrack on democratic reforms and progressively return to authoritarianism. Russia appears to be in pole position leading this transformation of the Commonwealth of Independent States (CIS) into a Commonwealth of Authoritarian Regimes. The recent drift represents a real external threat for democracy in Ukraine. Ukraine could avoid such an ominous prospect for its sovereignty by moving closer to the association of European states. However, the Ukrainian course into political Europe in the short- and middle-term has turned out to be considerably complicated. Integration into the European Union (EU) became problematic by virtue of external reasons, whereas membership to the North Atlantic Treaty Organization (NATO) was blocked by domestic issues. Hence, clutched between the West and Russia, Ukraine should concentrate all the more efforts on furthering interests in southern bearings – the Black Sea region.

The Black Sea region presents Ukraine with a middle-term perspective for achieving several strategically important objectives regarding its geopolitical interests.

First of all, by strengthening cooperation and partnerships with countries of the Black Sea region, Ukraine asserts its own independence and sovereignty. Transferring Ukrainian activity to the Black Sea region will weaken Russia’s geopolitical dominance from above. The Black Sea region, where Russia has already lost its leading position, can become a sure geopolitical alternative for Ukraine in the post-soviet area. Ukraine has today increased chances to become a viable and influential country in the Black Sea region. In a geopolitical sense, the BSEC represents an ideal regional forum for developing this new role for Ukraine. The Organization of the Black Sea Economic Cooperation (BSEC) is indeed a very significant factor for the development of new processes in the Black Sea region and Ukrainian-BSEC relations play a role in defining Ukraine’s place in the region. The BSEC offers Ukraine the chance to defend its national interests while developing bilateral and multilateral cooperation within the framework of the institution. Unlike in the CIS, where Russia still holds a dominant political role, in the BSEC, Ukraine can follow a new model of equal partner relations with Russia, which can be used later in other dimensions of the Ukrainian-Russian relations.

Secondly, there is a question of civilization that is closely connected with the Black Sea region. The answer to the question of what type of geopolitical and civilizational system will provide Ukraine with the best chances for development is central. Since Ukraine gained full independence, it has associated its future with the European civilization. The Black Sea region is a part of Europe. The enlargement of the European Union to Romania and Bulgaria, granting the EU an access to the Black Sea, makes the Black Sea region a part of political Europe. Ukraine remains however deprived of any chances of membership in the EU for the next 15 to 20 years. The European Union intends to develop future relations with Ukraine only ponderously within the all-encompassing concept of “neighborhood”. Ukraine will as a result be forced to change strategy, tactic and direction regarding its Euro-integration objectives. Within the “neighborhood” framework, strengthening sub-regional cooperation with the region’s EU member states matches Ukraine’s aspirations to future integration. The BSEC in this sense becomes one of the most important mechanisms adding to Ukraine’s process of European integration. Ukraine’s active participation in BSEC activities then becomes a substantial direction for ultimately realizing the set objective of institutional integration into Europe.

Thirdly, the intensification of the North-South communication axis will add to the stability of Ukraine, unlike the East-West axis which has fractured the country. The development of the Black Sea-Baltic system of cooperation is therefore of major geopolitical interest to Ukraine. The transportation, energy, economic and political constituents of an updated Black Sea-Baltic system will help strengthen stability and prosperity in Eastern Europe from the Scandinavian to the Black Sea countries. The BSEC than interestingly represents a modern organization aiming at the rebirth of the route of “Varangians to Greeks”, which existed in ancient times.

The Black Sea region is also attractive to Ukraine because of another infamous transport corridor known as the "Great Silk Road", which connected Europe with Asia. Hence, Ukraine embodies the essential link for economic relations between Central and Eastern Europe and the East.

Ukraine’s economic interests in the Black Sea region are tightly related to its geopolitical interests, in particular in the case of transportation and communications routes which clearly include both strategic and economic features. Owing to the straits of the Bosphorus and the Dardanelles, the Black Sea represents an important transportation artery that joins Ukraine with the world’s major sources of raw materials and with international markets. Even more important for Ukraine is the fact that the Black Sea region is increasingly acquiring a transcontinental value. The geo-economic and geo-strategic value of the Black Sea region lies in its location at the crossroads of the vertical axis of transportation and communication routes between countries of Northern Europe, the Mediterranean and the Middle East, with the horizontal axis joining two geopolitical centers of the world, two civilizations, where East meets West (Europe and Asia).

Economically, the Black Sea region’s cooperation can come to be an alternative way for Ukraine of solving many of the problems which it faces from within the post-soviet space. Ensuing interests include:

· diversification of energy supply sources;

· development of Ukraine’s potential as an energy transit route to Europe;

· diversification of outlets for Ukrainian agricultural products;

· development of transport corridors, North-South, Europe-Russia, Europe-Asia;

· bringing in investments from the Black Sea region countries for modernizing the Ukrainian economy;

· development of recreational centers for the tourist industry.

The BSEC is treated as a priority in Ukraine towards realizing these interests. Ukraine naturally sees its own participation in the BSEC through the prism of its own economic interests which shape national support for the economic projects of the BSEC. However ensuring interests in the Black Sea region by both regional and third countries, will depend on the state of security and political stability in the region. Without political stability, the region’s role as a link between Northern Europe, the Mediterranean and the Middle East, as well as between Europe, Central Asia and the Far East, is lost, and the whole region will then only exemplify separation between these civilizational areas. 

Destabilizing factors in the Black Sea area

Regrettably, alongside the huge economic potential that encourages cooperation, the Black Sea region is also cast with a proneness to conflicts and still very much depicts to the world a zone of tensions and clashes of interests.
 The most destabilizing factor in the Black Sea region lies in domestic conflicts in many of the countries in the region, primarily due to growing inter-ethnic contradictions and diverse other social tensions. Many of the conflicts are caused by disproportionate levels of economic development in separate regions within a single state. The multi-ethnic diversity of populations in the Black Sea region plays a role in the irregular economic development between areas and provinces, and causes the internal conflicts to have a distinctively pronounced ethnic coloring.
 Moreover, the inter-ethnic strife is a breeding-ground for many grave social problems, among these, the problem of refugees. Social tension is furthermore aggravated by various inconsistencies in economic and political reforms being carried out in most countries of the Black Sea region.

The main conflict-provoking factor in the Black Sea region is the problem of borders and territorial disputes causing in some cases internal threats, and in others, external threats. In the course of their history, the nations that used to live on their national territories were either forcibly moved out or joined different states when their territories were divided among several new states. Since such disasters remain for a long time in the collective memory of ethnic groups, sooner or later, following the shift in the region’s balance, ethnic groups that had been previously divided as a result of deportation or partitioning of their territories, have tended to launch political movements to unite their nations or ethnic groups and to establish their own national states in the place of their historical homeland.
 The issue of border conflicts and territorial disputes also has an external dimension since borders between some countries of the Black Sea region are not evenly delimitated, let alone demarcated. There are also some territorial disputes between certain countries due to the lack of inter-state treaties pertaining to state borders, or because of different interpretations by the opposing parties of existing treaties.

Security problems combined with the large economic, transportation and communications potential of the Black Sea region have turned it into the arena of both coincidence and confrontation of geopolitical interests, both between the region’s countries as well as some of the leading countries of the world. As a result of dramatic changes in the global balance of power, the reshaping process of the geopolitical space in the Black Sea region is currently under way. This process is characterized by the gradual loss of geopolitical and geo-strategic domination by Russia and the growing influence of new players, such as Turkey, the EU countries, the US and Ukraine. This process provokes Russia’s counteraction. And it is only natural, since the loss of geopolitical domination narrows down Russia’s opportunities for ensuring its own economic, military and political interests.

These tendencies are shaping in Ukraine a complex of interests in the security sphere connected with the Black sea region. This group of interests include:

· demilitarization of the Black sea region;

· maintaining a balance of powers in the region, which makes military-political domination of one of the countries on the Black Sea impossible and promotes strengthening of peace and security in the Black Sea region;

· settlement of local conflicts and territorial problems;

· fight against smuggling, illegal migration, organized crime and drugs trafficking;

· improvement of environmental security of the region.

Ukraine vis-à-vis the BSEC

Looking into Ukraine’s interests in the Black Sea region, Ukraine has actively supported the creation of the BSEC from the early beginning as one of the founder-states of the organization.
Difficult processes and overall inefficiency of the CIS has forced Ukraine to search for new ways to pursue its national interests. Naturally, other modes of cooperation within the region in Ukraine’s immediate geographic vicinity constitute the best alternative. The BSEC as a geographically close sub-regional organization represents a most favourable option. The Organization of Black Sea Economic Cooperation (BSEC) was attractive to Ukraine because of its economic basis, unlike the CIS, which responds first to the geopolitical interests of Russia. Precisely this feature of the BSEC has caught the fancy of newly emerged post-soviet countries in the Black Sea region, which tried to integrate into this organization where Russia did not prevail. The BSEC was thus the first organization where relations with Russia could be built on an equal basis from a sub-regional perspective. That is why Ukraine pushed for the transformation of the BSEC into a full-fledged international organization. In fact, it was under Ukraine’s chairmanship that the Charter and the Agenda of the BSEC have been developed.

The activities of the BSEC also match Ukraine’s ambitions to eventually join the Euro-Atlantic institutions. Ukrainian participation in the BSEC has been decisive regarding progress made towards integration into the European Union and in strengthening democracy in the country. Integration into Europe has been proclaimed as the main strategic course of Ukrainian foreign policy. President L. Kuchma reporting on a conference on ‘New possibilities in the Black Sea region’ in Istanbul on 28 April 1997, said that the consistent strengthening of economic cooperation in the Black Sea region has played an important role not only in solving problems in the field of economic development in the region’s countries, but also furthered pan-European integration.

The current President of Ukraine Victor Yuschenko speaking to the participants and guests of the 25th session of the Parliamentary Assembly of the Black Sea Economic Cooperation, which took place in Kyiv on 8 June 2005, underlined the important role of the BSEC in expanding regional cooperation, which is the pledge of security and stability, democratic ideas and economic prosperity in the 21st century. He thus said that "In this sense, I consider the Organization of the Black Sea Economic Cooperation a promising instrument for developing partnership among its Member–States and establishing a meaningful dialogue with the EU and other international structures”.
 In this context, the participation of Ukraine in the BSEC facilitates in many ways the adaptation of its economy to EU requirements and standards.

The BSEC is a key link for developing the Black Sea-Baltic system of cooperation. Building the Black Sea-Baltic-Caspian partnership should become the main geopolitical and geo-economic priority for Ukraine. Ukraine was one of the first states to actively champion the establishment of regular meetings between the leaders of state of the region. A fitting example was the summit in Yalta of September 1999, organized in the framework of the two-day international conference ‘Black Sea-Baltic cooperation: to integrate Europe of the ХХІ century without dividing lines’.  As the Ukrainian Minister of Foreign Affairs Boris Tarasyuk stressed, this summit proved the rightness of Ukrainian foreign-policy, which combined integration to the European and Euro-Atlantic structures with good-neighborly relations with neighboring countries.

These meetings resulted in concrete agreements forming an economic alliance between the countries of the Black Sea-Baltic region. In particular, the creation of a committed oil-energy consortium for supplying Caspian oil (on the base of oil terminal ‘South’ near Odessa and oil pipe-line Odessa – Brody - Adamova Zastava – Plock - Gdansk) through Ukrainian territory constitutes a strategically important question for Ukraine. Scandinavian countries are also interested in founding the consortium.

In this context of strengthening the Black Sea-Baltic-Caspian partnership, Ukraine ardently supported a decision by the Council of Ministers of Foreign Affairs on the renewal of Poland’s observer-status in the BSEC.

As for the economic aspects of Ukraine’s strategic interests, which it associates with the BSEC, they include diversification of energy resources supply, the search for alternative markets for Ukrainian products, modernization of the economy by bringing in international investments and technologies. Priority directions of Ukraine in the BSEC are therefore the following:

1. energy;

2. transport;

3. trading and economic development;

4. banking and finances;

5. communication, science and technique;

6. tourism and environmental protection.

Ukraine sees its own activities in the system of the Black Sea cooperation as mainly concentrated on energy and transport, in the light of the fact that it too seeks to actively minimize dependency on Russia. In this sense Ukraine supports plans of the European Union concerning the creation of a single inner power market on the basis of rules designed for one power network, which was reaffirmed by Deputy Minister of Fuel and Energy of Ukraine Alexey Sheberstov during the meeting of the ministers of energy of the BSEC member states in Sochi on 27 September 2006.
  Apart from that, the Deputy Minister also admitted that Ukraine would back an EU plan of priority measures concerning the unification of electric systems notably through the creation of a single European regulator, and the establishment of measures designed to separate operators of electric systems from suppliers. As he reported “Ukraine is interested in cooperating towards the realization of an energy policy by EU member-states, and in particular in defining priorities for the reconstruction of supply infrastructure (including pipelines and gas terminals); the elaboration of a Road Map for the creation of a pan-European energy community; the revision of the current approaches to cooperation with the main partners of the EU from the perspective of interdependence”.

In 2005, during a regular meeting of the ministers of energy of the BSEC member states, Mr. Plachkov, Minister of Fuel and Energy of Ukraine, took an active part in discussing the integration of power markets and the development of interconnections of electricity networks. Great attention was also paid to the integration of energy systems of the BSEC countries to the trans-European systems. During a trip, the Ukrainian Minister of Fuel and Energy conducted negotiations with Greek companies on the realization of investment projects in Ukraine, especially on building the infrastructure for generating power in the south of the Odessa region.
 Ukraine exhibits particular interest, within the framework of BSEC projects, for the modernization of existing oil-refining plants, the creation of new electrical networks, and in particular, the realization of oil and gas terminals on the banks of the Black Sea, as well as carrying out scientific research with foreign companies concerning the usage of alternative energy sources.

International and regional transport corridors, which have a strategic value in general, remain especially important to Ukraine. The materialization of existing plans can bring Ukraine great benefits and help it develop its economy. An analysis of transit cargo, which pass through Ukrainian territory shows that more than 50% of transit originates from within the BSEC region. All this is extremely important for Ukraine from the point of view of expanding outlets and diversifying energy transit routes.

A number of meetings between ministers of transport of the BSEC occurred in this perspective resulting in a series of documents, agreed upon and signed by Ukraine. In 2006, the Memorandum of Understanding on facilitation of road transport of goods in the BSEC region, which was signed in Kyiv in 2002, entered into force. Two more memoranda are open for signature – one concerning marine highways in the Black Sea and another on the creation of the Black Sea circular motorway. With regard to these projects, the Minister of Transport and Communication of Ukraine, Nikolay Rud'kovsky drew special attention to the perspective of opening a route Danube - Black sea - Don - Volga - Caspian Sea. This route, advocated by the Ukrainian minister of transport, will increase the traffic of goods and create a transport ring in the future connecting the rivers of Rhine, Mayn and Danube, the Black Sea - Azov basin, Don, Volga and the Caspian basin.

Taking into account, that the Black Sea region is a major transport artery linking world trade between Europe and Asia, the BSEC’s coordinating role in connection with investment projects and the involvement of international financial institutions in their realization is of enormous value. First of all, we must invest in projects, connected with an increasing need for traffic security as noticed by Nikolay Rud'kovsky.

The Ukrainian delegation supported the establishment of regional projects for developing a motorway named “Black Sea Ring” at the summit of the BSEC in Sochi in 2006. The project foresees the construction of a motorway of about seven thousand kilometers, which will unite Turkey, Georgia, Russia, Ukraine, Moldova, Romania and Bulgaria. In Ukraine, the motorway will pass through Mariupol and Odessa. This project is going to be financed through the local budgets of participant countries and assets of the World Bank and the Black Sea Trade and Development Bank affiliated to the BSEC.

In 1996, Ukraine participated in the project of reviving the Great Silk Road under the official name of TRACECA (Transport Corridor Europe - Caucasus - Central Asia). The creation of the Eurasian highway and the Black Sea circular motorway will facilitate increased cooperation between traditional and new economic groups in Europe and Asia, such as: the European Union, the Central European initiative, the Organization of the Black Sea Economic Cooperation, etc.

The development of transport links boosts trade in the BSEC region. Exports from Ukraine account for about 30% of intra-BSEC trade and 36% in imports. Ukraine’s largest trading partners within the BSEC are Russia, accounting for 18.5% of Ukrainian exports and for 33% of imports, and Turkey, with 5% and 1.5% respectively.

Ukraine has also taken active part in the creation of proper communication infrastructures for the region. In this respect, the fiber-optical connection project of IТUR (Italy-Turkey-Ukraine-Russia) is very important and foresees a port to the Eurasian cable, which connects Western Europe to Japan and Korea.

An underwater Black Sea fibre-optical communication system: Varna – Odessa - Novorossiysk - Poti has started functioning. The system is integrated in the international telecommunication system of TEL (TransEuropean Lines), which connects European countries to Near/Middle East. Since 2006, Ukraine has been the country coordinator of the Working Group of the BSEC on Information and Communications Technologies. New Workings Groups on cultural and educational issues were recently established within the BSEC. Ukraine, which has a huge potential in several aspects of humanitarian development, has additional possibilities to assist in humanitarian development within the framework of the BSEC.

Ukraine takes part in the BSEC investment activities. It is one of the founders of the Black Sea Trade and Development Bank (BSTDB). Ukraine’s share of the Bank’s capital amounts to 13.5% of shares ($1 billion).
 Ukraine transferred to the bank an authorized capital of near $150 million in different forms. At the same time, the BSTDB granted credit to Greek companies to build ships on the Ukrainian dockyards in Mykolayiv. Owing to the Bank, a corn terminal was built in the Odessa port as well as a gas-compressor station in the Odessa region.

At the BSEC Summit in Sochi, in autumn 2006, Ukraine brought the participant’s attention to the potential of the Project Development Fund (PDF) created by the BSEC. The Fund is financed so far by voluntary contributions of member states and helps in the preparation of business projects which are at a pre-feasibility stage seeking partners or funding. Ukraine has already implemented a few projects through the Academy of Sciences which were given grants by the Fund.

Questions of security in the framework of the BSEC are very important for Ukraine.  These include projects concerning environmental protection and cooperation in the event of an emergency or crisis situation.

The Ukrainian proposal to create a coordination council on environmental security and to develop an ecosystem contamination control mechanism, contributed to the strengthening of the ecological security system in the region. Ukraine’s initiative, at first, was provoked by the increased threat to the ecology of the sea, its climate, bio-diversity and health but also by the potential resort recreation opportunities as well as by the new possibilities for the exploration and exploitation of oil and gas deposits in the Black Sea.

Ukraine was one of the first countries to ratify an Agreement between Governments of the BSEC on co-operation on assistance in case of an emergency and on the liquidation of consequences of natural and man-caused catastrophes. Also in October 2002, Ukraine ratified the BSEC Agreement on cooperation of the Black Sea countries during rescue operations in the Black Sea.

In accordance with a Decision of the Council of Ministers of Foreign Affairs of the BSEC states, adopted on 18 April 2003 in Yerevan, Ukraine became the country coordinator of the Working Group on issues of cooperation in the sphere of emergency situations for the period 2003 - 2005. During its Chairmanship, the Ukrainian Emergency Control Ministry elaborated a plan of activity for the Working Group for the two years period. 

The Action Plan of the BSEC Working Group on cooperation in emergency situations and the Calendar of events of the Working Group in 2003 envisaged common exercises between BSEC experts which took place on 25-28 November 2003 in Odessa, defining preventive measures for the liquidation of possible oil contaminations in the Black Sea. The ministry secures the implementation of the plan of activity of the BSEC Working Group on cooperation in emergency situations, ratified by the group at its meeting on 27-28 August 2003.

The BSEC: An assessment of its functioning and proposals for its future development

The creation of the BSEC was aimed at the integration of the Black Sea region into a world economy built on a democratic basis and taking into account market principles. During the years of its existence, the BSEC has generated positive dynamics of development. The organization has already gained international legal status, so its decisions have an obligatory character. The executive branch is developed and consists of different constituents: intergovernmental structures (the higher governing body is the Council of Ministers of Foreign Affairs), a Parliamentary Assembly, financial bodies (Black Sea Trade and Development), a business council, which unites different enterprise structures, and the International Centre for Black Sea Studies (ICBSS). The BSEC Working Groups with different kind of activities work as subsidiary bodies.

The BSEC is therefore now an organization which potentially has all the instruments and resources to influence substantially the various political and economic processes in the Black Sea region. Despite its economic nature, in the last few years, the BSEC has created new directions, in particular, through projects on fighting soft security threats (fight against illegal migration, drug and human trafficking) as well as the prevention of terrorism. There is an expansion of the BSEC mandate on a wide spectrum of humanitarian questions. Consequently, the influence of the BSEC can be manifold.

The BSEC greatly contributed to confidence building and the development of partner relations among its members. This organization created working groups on priority areas of cooperation, such as energy, transport, etc. As economic development and prosperity are closely connected with the development of science and technologies, the BSEC, as well as the EU, pays considerable attention to the growth of investments into the sector of scientific research and development. In this perspective, the Working Group on Science and Technology was established and an Action Plan on matters of science and technology was adopted in September 2005 in Athens. This plan defines the following priority spheres for cooperation: human potential, infrastructure, innovations, stimulation and use of research potential. The creation of the BSEC Fund for Project Development will also permit the sponsorship of researchers from different countries (at the pre-feasibility stage of large projects and on a competitive basis).

Very important within the framework of the Organization was the creation of its own financial institution – the Black Sea Trade and Development Bank. In general, the Bank’s activity can be positively appreciated: in a short period of time, the Bank commended itself as an international financial institution, which dynamically develops. Subsequent work in the region and increase in the size of credit operations respond to the interests of all of the member states of the BSEC. 

Among the positive factors of economic cooperation within the BSEC framework, it is important to mention the specialization of its member states in certain industries or economic fields and therefore a tendency towards an increased degree of interdependency between their economies.

However, the BSEC is not working at its full potential at the present in any way. The BSEC has not only positive dynamics of development, but also faces objective difficulties. The main problem is the exceedingly large variety of priorities, often contradictory ones that are being put forward by its member states, thus complicating the coordination of efforts for common projects. Russia, on its term, tries to maintain a status of superpower heir of the USSR and to keep a traditional sphere of influence in the Black Sea region. Difficulties in Russia’s internal transformation and limited resources have narrowed these aspirations mainly to the region of the CIS in the first years after the collapse of the USSR. That is why Russia had a quite passive position in the BSEC programs. Only after 1995 did the Russian Federation actually develop a policy toward the region.

First of all, Russia concentrates its efforts on keeping control over oil and gas pipelines and the main traffic of goods on railways, motor and airways in the countries of Central Asia. Moscow shows a special interest in forcing Azerbaijan and other interested parties to agree to the transport of Caspian oil from Azerbaijan, through Russian oil pipelines and ports. In the last years, relations between Russia, on the one side, and Georgia and Ukraine, on the other, have greatly deteriorated.

Russia’s policies are therefore aimed at maintaining the inviolability of its strategic interests in the region, which translates into it dictating terms to other states in the region. The Russian Federation has done everything in its power to prevent political, economic and military efforts in Trans-Caucasus as well as to obstruct third states from having influence in the region (chiefly Turkey, the United States, the United Kingdom, Germany and Iran). 

Turkey hopes to assert its own strong geopolitical position and to increase its economic power. Market reforms in the countries of the region are oriented not on the development of small and medium-size businesses but on the modernization and transformation of the public sector, which unfortunately comes at the expense of international financial support. This fact also influences the Turkish position towards the BSEC which has been disappointing to the other members of the organization.
Greece as an EU member tries to use the advantages of a "mediator" role in relations with other countries of the BSEC, in particular in exploiting financial possibilities. For this, Greece has concentrated its efforts on the development of concrete projects, carried out with the financial support of the EU (the foundation of the BSTDB, the creation of the ICBSS, etc.). 

Greece’s initiatives are widely supported by Bulgaria, Romania and to a certain degree by Ukraine whose main foreign policy priority is joining the EU. In this respect, the elaboration of concrete projects could be an attempt to further cooperation in the Black Sea region through state interaction with international structures, which indirectly conduce to the processes of European integration. 

The South Caucasus countries concentrate their efforts on solving inner problems and settling disputes with neighbors. Their contribution to the development of the BSEC is so far minimum. Only Georgia for example actively conducts environmental protection activities. 

Unfortunately, achievements by the BSEC in creating regional markets and establishing cooperation in the field of regional investments remain limited. No regional market has been formed. Trade between regional states has not developed to its full potential level yet. The Ukrainian proposal of a multilateral agreement on establishing a regime for regulating off-shore trade, which included a customs policy for the gradual removal of trade barriers, did not receive support, underscoring thus the fact that the states of the region rather choose to rely on already existing customs unions instead of seeking to develop a likely complex regional market system.

Investment cooperation among the BSEC countries is also at an embryonic stage. In order to eliminate obstacles to profitable regional cooperation, Ukraine proposed to create a broad investment space of Black Sea states and a common market of investment projects, rather than attempting to harmonize the national legislation of the BSEC countries. A decrease in military presence in the Black Sea region was also suggested in this context as the BSEC should become a factor for the promotion of security and stability in the Black Sea region. 

From the very beginning the question of trade within the framework of the BSEC was not made a priority although a Declaration on the intention of creating a free trade zone was presented at a special meeting of ministers of external trade in 1997. However the Declaration was never materialized due to the existence of different and divergent custom unions of the BSEC member states. External trade is of course regulated supra-nationally in EU member states whereas in the rest of the BSEC member states, conditions and policies are nationally determined and furthermore, different BSEC states play very different roles in international trade if only in terms of scale. Consequently, the creation and realization of general investment projects within the BSEC has been complicated by substantial differences concerning basic parameters of investment climate. Also, not all members of the BSEC belong to the World Trade Organization (WTO) as for instance, Ukraine, Russia and Azerbaijan.

Conclusions

In the 21st century, it is necessary to reform international structures in accordance with new global problems and threats. Regional structures should in the same way sufficiently react to the whole spectrum of regional problems and threats. In this context, functions of such organizations as the European Union, NATO and the BSEC need to be reconsidered.

In the new world, particular attention should be paid to sub-regional structures. The new problems and threats to development and security of the 21st century are very much unlike the global threats of the previous century, having both internal and external roots and which arise mainly on a local level. International security and global development will thus be determined by the stability of sub-regions. There is no stable Europe without stable sub-regions. Already today a series of initiatives exists towards this direction, such as the Stability Pact for South-Eastern Europe. In this context, the creation and development of such a sub-regional organization as the BSEC ought to be more extensively analyzed.

Strategically important transport projects, which foresee the linkage of national energy systems among countries of the Black Sea into a single ring thus forming a system of regional transmission are currently under development within the framework of the BSEC. These projects will assist the development of cooperation between economic groups of Europe and Asia (e.g. EU, BSEC, EurAsEU, etc.).

At the end of 2006, a Memorandum of Understanding between the BSEC and Eurasian Economic Union (EurAsEU) was signed. Similar memoranda were signed with the World Bank and specialized agencies of the United Nations system. New horizons are expected from the European Union as a result of the much awaited Black Sea strategy that should be in the same line with existent strategies directed at the Baltic or the Mediterranean regions.

The chief organization in the domain of regional security in the BSEC region should be the Organization for Security and Cooperation in Europe (OSCE). The BSEC countries should concentrate their efforts in the sphere of regional security through achieving economic security, reinforcing cooperation on humanitarian issues, strengthening the fight against organized crime and the illegal drug trafficking, and strictly preventing smuggling and trade of weapons and radioactive materials. Further security issues affecting the region are illegal migration, marine piracy and smuggling in and through the Black Sea, economic and transport communications security as well as, last, but not least, the threat to democratic values. Future trends could include the developing of relations between the BSEC and GUAM. All of the members of GUAM are also members of the BSEC, which could potentially significantly add to the building of more harmonious economic relations between the GUAM states and such regional leaders as Turkey and Russia. The most promising means to establish cooperation between the two organizations could entail projects, which have been already realized by GUAM on issues of soft security, trade and traffic assistance.

Therefore when taking into account both boons and weaknesses in the BSEC’s overall performance combined with the possibility of establishing a future cooperation with other regional organizations, it is possible to highlight the main priorities for the BSEC in the short and middle term.

1. Defining priorities of cooperation within the BSEC framework shared by the majority of the BSEC member states. 

2. Developing special projects for the implementation of the agreed fields of priority for cooperation and ensuring their proper financing.

3. Forming credit pools and opening new credit lines for financing large scale projects concerning the development of trade and infrastructure. 

4. Strengthening a dialogue between the BSEC and different regional and subregional structures, the European Union and European banks in particular, with the purpose of assisting economic and social reforms in the countries of the region.

5. Creating a banking infrastructure and a network of business centers for financing and providing information on both public investments and private business in infrastructure projects. 

6. Establishing a monitoring mechanism covering the field of export-import operations of the BSEC members, for pin-pointing weak points and conducting the proper corrections on foreign trade flows in the Black Sea region thus improving the economic situation in the countries of the region. 

7. Creating a regime for free movement of goods, services and capital, that will stimulate economic contacts, extend measures of industrial cooperation and common investments in areas of mutual interest.

8. Unifying the customs system of the countries of the region, creating a full-fledged system of multilateral accounts and organizing a Black Sea Pay Union in the future.

9. Supporting democratic processes in the countries of the region. In order to actively favor the democratic development of local self-government, it would be advisable to make more effective use of possibilities offered by BSEC substructures such as the International Black Sea Club which unites key cities and ports of the Black Sea, or the Round Table of Mayors and Governors of the Capitals of the Black Sea region.

The active economic and political position of Ukraine in the BSEC will give the country a possibility to realize its interests, to provide the country with increased authority in the region and in the world and finally, to become an important regional player in new geopolitical scene as it is being shaped today. Ukraine can and must play a considerable role in the organization of the new economic cooperation system in the Black Sea region.
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