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INTRODUCTION

This report is the third consecutive annual publication summarizing the
findings of corruption monitoring in Bulgaria and assessing the anti-
corruption efforts of the government and the civil society. On the one
hand, the unique characteristics of the socio-economic environment in
year 2001 poses special challenges to the assessment of corruption (the
unprecedented election of a former king as a Prime-Minister is an eloquent
example of this uniqueness). On the other hand, the general pattern of
genesis of corrupt practices and the efforts to counteract them comes
clear at the background of the existing various political platforms,
alternating leaders and ruling elites.

The events which took place in 2001 show that ignoring the challenges of
corruption or not adopting radical measures for overcoming it inevitably
backfires against the incumbents in the government. This is due to the in-
creased public intolerance to corruption, as demonstrated by the Coali-
tion 2000 Corruption Indexes. Public opinion and behavior on this sub-
ject is characteristic for its rejection of the phenomenon of corruption at
the value level as well as an obvious deepening of public sensitivity to its
manifestations. It is becoming increasingly evident that the positioning
of the major actors in politics toward corruption-related issues has
become crucial for the success or failure of their political agenda.

Source: Corruption Monitoring System (CMS) of Coalition 2000
Details on the methodology of the surveys included in CMS can be found in
www.online.bg/coalition2000

*Note: Respondents marked up to three answers, which is why the sum total of percentages
exceed 100.

February April Sept. January April Sept. January October
1999 1999  1999 2000 2000  2000  2001  2001

1. Unemployment 58,4 64,1 64,6 65,3 71,3 67,8 67,5 64,0

2. Poverty 31,6 32,9 37,1 41,2 41,9 41,5 39,4 46,9

3. Corruption 38,5 34,2 38,5 37,5 40,1 37,5 36,5 45,6

4. Low incomes 51,3 49,1 50,2 50,6 48,9 49,0 46,0 45,4

5.Crime 45,4 39,1 32,4 27,9 28,9 25,7 51,7 36,3

IMPORTANCE OF CORRUPTION IN THE CONTEXT OF THE
PROBLEMS BULGARIANS FACE TODAY� (GENERAL PUBLIC; %)
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The analysis of the anti-corruption efforts in the past year leads to the
following conclusions:

- In the context of the political upheavals the reform of public
administration has had contradictory effects. A positive develop-
ment in this context has been the completion of the process of
transformation of the central, district, and municipal administrations.

- Coalition 2000 took part in the formulation of the National Anti-Cor-
ruption Strategy adopted by the Council of Ministers in the fall of
2001, a strategy, which in conjunction with the Implementation
Program of the government can facilitate comprehensive measures
aiming at greater transparency and accountability of the functioning
of the state.

- Contrary to expectations, the launch of the institution of the
ombudsman (civic mediator/observer), having controlling and
monitoring functions over the administration, did not happen during
the year under review. Nevertheless, as a result of the efforts of
various non-governmental organizations, the necessary public and
political awareness and readiness for the introduction of such an
institution are now in place.

- The final outcome of any anti-corruption efforts largely depends
on the judicial reform. The freedom of the Judiciary from political
dependence is an essential prerequisite for its objectivity and
effectiveness. The Strategy for Judicial Reform in Bulgaria adopted on
October 1, 2001 provides the basic framework for the necessary
actions.

- Political parties form the link between the elected government and
the public; overcoming the existing for a long time symbiosis
between the state and the ruling party depends on a reform in the
party system. It is worth noting in this respect the progress in the
legal regulation of party activities marked by the Law on Political
Parties adopted at the beginning of 2001.

- Corrupt practices typically flourish in the sphere of the economy.
An important step made by the new government is the adoption of
more transparent procedures of divestiture, for instance, public
tenders rather than the employee/management buyouts, negotia-
tions with prospective buyers or privatization through indemnifying
promissory notes, which had been the major methods of privatiza-
tion before.

- Public procurement is not yet transparent enough and does not
guarantee protection of public interest against various existing cor-
ruption schemes.

- The reform of the customs administration should play the role of
a litmus test for the success of the new government because illegal
trafficking is impossible without elaborate channels of bribe giving
and taking. The independent monitoring of illegal trafficking as well
as other forms of cooperation between the customs administration
and experts from different sectors, proposed by Coalition 2000, still
needs to be implemented.

- The mission of civil society in fighting corruption can be accomp-
lished primarily through a public-private partnership between
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representatives of non-governmental organizations, state institutions
and the media. Coalition 2000 initiatives in this respect include both
the use of permanent mechanisms of consultation and the introduc-
tion of mediating bodies such as local ombudsman (civic observer,
public mediator, etc.). The success of these anti-corruption strategies
depends to a great extent on the existence of political will for
transparency and the accountability of the authorities.

- The success of the anti-corruption efforts is a function of the ef-
fectiveness of independent media. As a result of the changes, which
took place in politics in the second half of year, 2001 there emerged
a new government/media balance of power. There is a growing
tendency towards intensifying media pressure on the government
for a more adequate information policy, which guarantees the trans-
parency of the activities of those in power.

- The key words in the sphere of international anti-corruption co-
operation have been consistency and change. The incorporation
of modern anti-corruption standards in the international legal in-
struments is proceeding further. In addition, a change in the as-
sessment of the role of active anti-corruption programs for the in-
tegration of the country in the international community took place
after the elections. More specifically, the tendency toward self-iso-
lation from international anti-corruption forums and programs, and
in particular, from the anti-corruption mechanism of the Stability
Pact, has been overcome.

- The role of regional anti-corruption cooperation is gaining greater
recognition, both for mutual assistance in the implementation of
national transparency strategies and for creating effective barriers
to cross-border crime and corruption. In this respect it is worth
noting the progress of the Southeast European Legal Development
Initiative (SELDI) as a forum of cooperation between the govern-
ment and non-government organizations. By introducing a Regional
Corruption Monitoring System Bulgaria has contributed to the
elaboration of a mechanism for comparison of the national efforts
to promote transparency in the countries of Southeast Europe.

At the end of 2001 the general political environment for fighting corruption
can be assessed as promising: obviously, each change at the pinnacle of
power creates opportunities for public-private partnership in this respect,
especially at the initial stage of consolidation of public support for the
new incumbents in office.
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A. CREATING A FAVORABLE INSTITUTIONAL AND LEGAL
ENVIRONMENT FOR CURBING CORRUPTION

The assessment of corruption in year 2001 is based on a comparison
between the available data on corruption and the observed outcomes of
anti-corruption efforts of the institutions and the general regulatory
mechanisms. As a result of the legislative amendments and institutional
changes introduced over the last three years, one can clearly see at the
end of 2001 which of the different measures undertaken were consistent
with the general strategy and which were not, what the difference was
between the initial ideas and the final outcomes of the newly created
mechanisms and what further measures need to be adopted.

The reform of public administration in general and the creation of an ef-
fective legislative framework for its transparent operation in particular are
of major importance because discretionary exercise of administrative
authority creates the greatest opportunities for corruption. The legis-
lation adopted since the end of 1998 to 2000 to regulate the public ad-
ministration�s organization and its functions lay in the basis of the opera-
tion of the administration in 2001. The analysis of the data on the spread
of corruption at the background of the new regulatory framework allows
to draw conclusions on the new legislation efficiency and its impact on

corrupt practices as well
as the need for further
regulatory changes to be
introduced.

A.1.1. Towards a Com-
mon Organizational
Model of the Admin-
istration

The Law on the Adminis-
tration, in force since De-
cember 6, 1998, laid the
foundations for the intro-
duction of a uniform or-
ganizational model and
common rules of internal
organization of the exe-
cutive bodies. On the ba-
sis of this Law, the trans-
formation of all levels of
administration (central,

A.1. Public
Administration
Reform: Legislative
and Practical
Aspects

SPREAD OF CORRUPTION*

(BULGARIA, 1998-2001; SOUTHEAST EUROPE, JANUARY 2001)

Source: CMS of Coalition 2000; SELDI
* Note: The maximum value of the index is 10.0 indicating the highest possible level of

corruption. The minimum value is 0,0 indicating total absence of corruption.
Legend: AL - Albania; BA - Bosnia and Herzegovina; BG - Bulgaria; MK - Macedonia; RO -

Romania; HR - Croatia; SERB - Serbia; MNTR - Montenegro.

Bulgaria Southeast Europe
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district and municipal)
was completed in 2001.
The Rules of Organization
and Procedure of these
administrations, most of
which were adopted in
2000, as well as their sub-
sequent amendments
outlined their specific
functions, tasks, and re-
sponsibilities. The imple-
mentation of the prin-
ciples of accessibility,
transparency and ac-
countability in the pro-
cess of re-structuring of
the administration is of
extreme importance for
reducing corruption.

• Transparency and Access to Information

Despite the promulgation of the Rules of Organization and Procedure in the
State Gazette, the large number of administrative bodies (110 only in the
central administration) and their variety (agencies, commissions, inspec-
tions, offices, centers, etc.) makes understanding their dynamics difficult
for both experts and ordinary citizens. These difficulties can be overcome
to some extent with the use of the Register of the Administrative Structures
and the Acts of the Administrative Bodies, set up and maintained on the
Government�s website in the Internet. This Register should ensure open-
ness of the work of the administration and provide information on the
status, structure and responsibilities of the individual units in the admin-
istration. An important step toward making this Register work better could
be the introduction of a feedback mechanism serving both its users and
persons affected by administrative action - such a step will be even more
appropriate in view of the planned additional amendments to the Rules
of Organization and Procedure for most of the government ministries.

The legal framework for public procurement, provided with the Law on
Public Procurement of 1999 was not amended in 2001. Nevertheless, the
implementation of the Law continued to invoke criticism because of lack
of sufficient transparency and control. Future legislative amendments should
focus on rationalization of the procedures and avoidance of the op-
portunities for corruption and discretion, on guarantees for account-
ability and transparency, on free and fair competition and equal opportu-
nity for all candidates. A Public Procurement Register administered by the
Public Procurement Directorate at the Council of Ministers was estab-
lished. In order to further increase the effectiveness of the Register, its
status as an electronic database accessible through the Internet should
be legally regulated.

Rules of transparency of governance should provide opportunities to the
citizens for informed participation through access to the information
stored by public institutions. The legal prerequisites for accountability,
accessibility and transparency in the activities of the administration,

EFFECTIVENESS OF CORRUPT PRACTICES*
(BULGARIA, 1998-2001; SOUTHEAST EUROPE, JANUARY 2001)

Source: CMS of Coalition 2000; SELDI
* Note: The maximum value of the index is 10.0 indicating the highest possible level of

corruption. The minimum value is 0,0 indicating total absence of corruption.

Bulgaria Southeast Europe
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however, have not yet been created. The current Law on Access to Public
Information has been in force since the summer of 2000. Its implementation
record shows that in spite of the numerous requests for access to public
information submitted to different branches of the executive, the numbers
of denials is high. Access to information is restricted primarily to journalists,
non-governmental organizations and ordinary citizens.

When the administration restricts access to information, it often refers to
state or other secrets protected by the law. While state secret is explica-
ted in the List of the Facts and Circumstances Representing State Secret, the
legal framework of other existing classified information is scattered among
various laws (Law on Administrative Proceeding, Law on Refugees, Law on
Customs, Law on Transformation and Privatization of State and Municipal Enter-
prises, Law on Notaries and Notary Activity, Law on Consumer Protection and
on Rules for Trade, etc.), which give different meanings to the term or refer
to it without providing a definition at all. Another problem with regard to
official and other secrets arises in cases of partial access to information:
in such cases the administration has to decide, sometimes arbitrarily, to
which part of the requested document to grant access and to which to
withhold it. In order to limit the scope of discretion against public interest,
the restrictions to the right of access to information should be regulated
comprehensively by a law. Executive and internal regulations, adopted
in the 1970�s and 1980�s and still implemented on a regular basis, should
not be used any more.

The adoption of an appropriate law has been unreasonably delayed which
means that access to public information continues to be dependent on
administrative discretion and there is no guarantee of adequate trans-
parency of the activities of the administration. The Draft Law on Classified
Information submitted to the Parliament aims at solving this problem by
specifying the levels of access to the different kinds of classified infor-
mation. In order to facilitate bringing transparency to the activities of the
administration to create an environment unfavorable for corruption the
future law should narrow down the volume of information considered as
confidential and precisely determine the right of access to confidential
information under the terms and procedures specified by law and
therefore not based on discretion. It is also mandatory to introduce internal
control over classification of information and granting access to it.

At the end of year 2001, the Parliament adopted the Law on Personal Data
Protection (in force since January 1, 2002). Such a Law was badly needed
not only because of the numerous offences in this field but also because
these offenses can serve corrupt purposes.

• Administrative Accountability

There are legal prerequisites in place for establishment of a system of
accountability of the administration through annual reports of the
managers of the respective administrative structures (Article 61 of the
Law on the Administration). Nevertheless, these reports still have not been
used as an instrument for evaluating the impact of administrative reform
or taking action when corrupt practices are either suspected or have been
proved. The maintenance of the Register of the Administrative Structures
should be part of the responsibility of the individual administrative bodies
for the activities performed, which, in turn, should limit the opportunities
for corruption. Indeed, a proper system of accountability could turn it
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into a reliable source of information on the necessity to reform or remove
inefficient administrative structures.

A.1.2. The New Civil Service System

The process of building up a professional civil service, based on legality,
loyalty, responsibility, stability, political neutrality and hierarchical sub-
ordination, started with the adoption of the Law on Civil Servants, in force
since August 28, 1999, and continued with the adoption of secondary
legislation on the status of civil servants. As a follow-up, the status of civil
servants was accorded to the employees of the Council of Ministers, all
the ministries, the other central government agencies, the district and
the municipal administration.

A necessary next step in the process of consolidation of a responsible civil
service is to gradually extend the civil servant status to people holding
expert positions in the general administration through broadening the
scope of applicability of the Law on Civil Servants.

• The Status of Civil Servant and Internal Control against Corruption

The offences committed in the course of the implementation and con-
solidation of the civil servant status bring up the need for constant control
and timely measures. Many of the legal solutions adopted in this field are
insufficient or inapplicable; they do not contribute to preventing or
punishing for corrupt practices. This conclusion is valid for:

- The disciplinary councils - According to the Law on Civil Servants,
these councils should be established by every branch of the ad-
ministration and consist of five permanent members and two sub-
stitutes. In practice, however, some administrative bodies have
fewer than seven civil servants and they are therefore unable to form
such disciplinary councils. As a result, the appointing authorities
cannot lawfully impose the penalties of �reduction in rank for a
period of six months up to one year� or �dismissal�. This problem
can only be overcome through amending the Law on Civil Servants.

- The powers and operation of the State Administrative Com-
mission (SAC) - This Commission should exercise control over com-
pliance with the civil servant status, which does not include overall
control over the civil servants� activities. Nevertheless, the activities
of the Commission so far indicate that its control is performed only
in one direction and does not extend to cases in which the ap-
pointing authorities themselves are operating in violation of the
civil service legislation. A new legal framework for the activities of
the State Administrative Commission is necessary in order to provide
it with powers to exercise effective overall control on compliance
with the civil servant status. These powers should include the right
to intervene in cases of corruption, especially when instances of
corruption are discovered, not only by giving mandatory pres-
criptions to the appropriate authorities but also by monitoring their
implementation, issuing penal provisions, initiating changes in
administrative acts already issued, etc. The introduction of units
with similar functions at the level of municipal administration is
also necessary.
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- Ethical norms and mechanisms - The Code of Conduct for Civil Ser-
vants, approved by the Minister of State Administration on De-
cember 29, 2000, outlines the fundamental principles and rules of
ethical behavior for civil servants in their interaction with citizens,
in the course of performing their professional duties and in their
private and public lives. Nevertheless, these principles and rules
need to have a better expressed anti-corruption content through
clearer rules on civil servants� loyalty and conflict of interests, obli-
gations on granting access to public information, etc. In addition,
further clarification should be brought to the regulation of profes-
sional ethics monitoring mechanisms and their importance for career
advancement, increased internal control and strict linkage of the
preservation of the civil servant status to the performance of duties.

In its current version the Code does not create sufficient conditions for a
decrease in administrative discretion or for creating a higher degree of
transparency and accountability in its work. The following documents
provide a good basis for amending it: Recommendation No. R(2000)10 of
the Committee of Ministries of the Council of Europe on Codes of Conduct
for Public Officials, adopted by the Committee of Ministers at its 106th ses-
sion on May 11, 2000, and the Model Code of Conduct for Public Officials,
attached as Appendix to the Recommendation as well as the Code of Good
Administrative Behavior, adopted by the European Parliament on September 6,
2001 based on the practice of the Court of Justice of the European Com-
munity and the administration-related national legislation of the member
states.

- Internal mechanisms for control and prevention of corruption -
Specialized units should be created in the branches of the adminis-
tration in order to exercise internal control over their activities and
prevent corrupt practices by civil servants as well as carry out ap-
propriate internal procedures for investigation of administrative
abuse and corruption.

• Selection and Professional Qualification

In order to improve the selection of civil servants a contest-based pro-
cedure should be introduced with distinct criteria for evaluation of profes-
sional knowledge and skills which should serve as a basis for their appoint-
ment and promotion. The transition to systematic monitoring and manage-
ment of the human resources in the civil service should be carried out as
a follow-up of the Ordinance on the Civil Servants Register, issued by the
Minister of State Administration, in force since February 15, 2001. The
application of the civil servant status will be further facilitated by improving
the provisions on ranks included in the Ordinance on the Implementation of
the Uniform Classification of Positions in Administration, issued in 2000.

Systematic civil servant training with a strong anti-corruption component
is needed in order to bind the application and compliance with the civil
servant status to breeding a new form of administrative culture and
anti-corruption attitude, as well as to strengthen the professional and public
prestige of the civil service. For this purpose as well as for the application
of a unified approach to civil servants� training and retraining one should
take advantage of the opportunities presented by the Institute for Public
Administration and European Integration to the Minister of State Adminis-
tration. Cooperation with non-governmental anti-corruption initiatives and
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structures, such as Coalition 2000 and the organizations participating in it,
will also be instrumental for these goals.

• Political Appointments and Civil Servant Promotion

The process of application of the legal framework for the public adminis-
tration�s new organizational model and the introduction of the civil ser-
vant status raised several issues. There is a lack of clear boundary betwe-
en political appointments and those based on promotion; it is also too
hard to tell who should be appointed just as an employee (in the former
case) or as a civil servant (in the latter case). This problem was partially
solved by the Law on Amending the Law on the Administration, adopted on
November 7, 2001, in force since November 23, 2001. It mandates strict
implementation of the provisions which govern these two types of ap-
pointments. It is necessary to strictly apply the rules  regulating these two
types of appointments, observe transparency of the process and exercise
control over compliance in order to move progressively toward a state
administration model resistant to excessive political appointments and
dismissals and overcome political dependence and pressures over the
activities of civil servants.

A.1.3. The Administrative Service

The introduction of an effective organizational model for the adminis-
tration is a necessary prerequisite for the improvement of administrative
service of the citizens and for prevention of corruption, discretionary
exercise and abuse of administrative power.

• Opening the Administration to the Citizens

In order to open the administration to the citizens and more effectively
implement the Law on Administrative Services for Natural and Legal Persons
the following measures have been undertaken: preparation of billboards
with information about the types of services, fees, necessary documents,
specific administrative unit performing the service and data on its managers
and experts; provision ex officio of forms and samples; publication of
brochures entitled �The District Administration in Service of Citizens and
Firms� by the Council of Ministers on the 28 districts in the country;
introduction of badges for the employees of different administrations in
order to eliminate their anonymity and initiate responsibility in cases of
poor or unscrupulous performance of duties and so on.

• One Stop Shop

Municipal Service and Information Centers have opened in a number of
places providing administrative services of the necessary quality and in a
timely manner within a transparent and a better controlled process. The
main goal of these centers is to introduce a technology which allows
citizens to submit their applications for specific services and receive the
necessary documentation at the same place. The first projects of this kind
have been initiated by the local authorities and civic organizations in the
municipalities of Stara Zagora, Gabrovo, Blagoevgrad, and subsequently
in Russe, Vidin, Svishtov and Silistra before the central state administration
started thinking about it in the spring of 2000.

The organization of administrative services through a one stop shop aims
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at facilitating citizens� access, improving the quality and efficiency of the
administration�s work and eliminating the direct contact between ap-
plicants for services and service providers, thus decreasing the pro-
bability of illegal interactions between the two parties and limiting
the opportunities for corruption. These purposes have not been attained
yet not only because the one stop shop project is still in its early stages of
implementation. It is the novel approach which does not come easy, the
flaws in the internal regulation of the administration, the insufficient
qualification of the civil servants and the slow automatization of services
and introduction of new information and management technologies which
accounts for the delay. In order to deal with these shortcomings, a com-
mon one stop shop model for all branches of the administrations needs
to be created.

The scope of the term �administrative services� as defined in the Law on
Administrative Services for Natural and Legal Persons should be expanded to
include individual administrative acts and all regulations concerning the
issue of licenses, permits and the registration procedures which are
currently prone to corruption. Until the adoption of an appropriate legis-
lative amendment the administration should consider expanding its
interpretation of �administrative services� along with the organization of

the one stop shops.

• Quali ty of Adminis-
trative Services

The administrative ser-
vice reform is still at the
stage of deciding upon its
organizational model.
The delay in the process
of creating uniform inter-
nal rules on the opera-
tion and the interaction
among the units of the
respective branches of
the administration ne-
gatively affects the pro-
cess of creating an ad-
ministrative service envi-
ronment prone to cor-
ruption. Often internal
rules are provided not in

a single regulatory act but in multiple ones, both of internal organization
(orders, instructions and rules of procedure) and legislative. Few admin-
istrations have uniform internal rules adopted and approved by their sec-
retary general.

Issues still remaining to be solved are those concerning the deadlines
and procedures for provision of administrative services as well as the
unification of the currently existing procedures for dealing with ap-
plications for services and complaints about the activities of the adminis-
tration as the current regulations are included in various laws and contain
different deadlines and appeal procedures. The solution of these issues
would create legal guarantees of citizens� rights in their interaction with
the administration, greater transparency and more effective control over

FREQUENCY OF ADDITIONAL PAYMENTS (SPONSORSHIP, ETC.) AND/OR PAYMENT OF BRIBES
IN ORDER TO OBTAIN PUBLIC SERVICES (E.G. TELEPHONE, POWER SUPPLY, ETC.) (%)

Source: Global Competitiveness Survey, Vitosha Research and Center for Economic
Development  (surveys of 119 companies, February 2001)
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the activities of the administration, limits over obtaining administrative
services through unregulated practices.

It has become evident that the poor quality of administrative services is
often due to insufficient financial resources: most of the administration
units still lack not only computers and the necessary software, but even
simple document-processing applications. This, in turn, can practically
block not only the coordination of applications for services submitted to
different branches of the administration but also the application of the
principles of openness of the administration, efficiency of its activities
and accessibility of its services in the long run. In such an environment
corruption rates at all levels remain relatively high.

• Modernizing the State Administration

The introduction of new information and management technologies in
the state administration is a necessary condition for increasing its efficiency
and improving the quality of administrative services as well as for limiting
the causes and opportunities for corruption. Indeed, the rapidness and
quality of the services performed by the administration are among the
most important factors shaping the citizens� attitude towards both the
local authorities and the central government.

It is really important to modernize the state administration on the basis
of the regulatory framework which has already been put in place with
the adoption of the Law on Electronic Document and Electronic Signature, in
force since October 7, 2001. The implementation of this law in the public
sphere could gradually lead to a transition to e-government. Going
further, it is recommended to start working on a favorable environment
for a gradual privatization of administrative services as a means to de-
crease bureaucratic routine and corruption and improve the speed and
quality of service provision.

A.1.4. Specialized Control over the Work of the Administration

The introduction of effective mechanisms of control over the work of the
administration is an integral part of the anti-corruption reform in the public
administration. Issues of particular importance include greater role for
the National Audit Office as an institution exercising overall external
control over the budget, more effective role of the authorities for state
internal financial control, specialized customs and tax control, the Finan-
cial Intelligence Bureau and establishment of new mechanisms and in-
struments of control.

• National Audit Office

The control powers of the National Audit Office are of great importance
for combating corruption. On December 4, 2001 the Parliament adopted
a new Law on the National Audit Office, in force since December 22, 2001,
which laid out a more elaborate system of anti-corruption measures (many
of these measures have been recommended by Coalition 2000 ) including
the following elements:

- Expansion of the scope of the National Audit Office�s activities:
the budget of the State Social Insurance and the National Health
Insurance Company and the financial resources from funds and
programs coming from the European Union, including their
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management and end users.

- Informing in advance the Minister of Finance or another relevant
authority when in the course of an audit either unlawful collecting
or spending of budgetary or other public funds or damages to the
audited property has been established.

- Public announcement of the results of completed audits, which no
longer represent a legally-protected secret.

- legal regulation of the cooperation between the National Audit Of-
fice, the state internal financial control authorities, the tax and the
customs administration, the authorities for compulsory collection
of state receivables as well as the financial intelligence authorities
and the Judiciary; the forms of cooperation have to be specified by
joint agreements.

- More precise provisions on reporting to the National Assembly and
follow up on the National Audit Office�s recommendations.

The implementation of the newly adopted measures will contribute to
the improvement of control over the management and the use of public
funds in the country, including the resources provided by the pre-acces-
sion funds, as well as increase its transparency, prevent or uncover corrupt
practices in cooperation with other specialized control institutions.

The National Audit Office also plays an important role for the successful
implementation of the Law on Property Disclosure by Persons Occupying
Senior Position in the State, in force since May 13, 2000, in relation to the
public register established with the Chair of the National Audit Office.

This law has introduced both rules on financial and property standing
and provided for their practical implementation, thus playing a role of
prevention of corruption at the highest levels of political power, al-
beit primarily of a moral nature. At the same time the law in its current
formulation does not represent a sufficient guarantee against conflicts of
interest and corrupt practices in the activities of senior civil servants from
the three branches of state power. What is needed is to establish rules
on possible conflict of interests linked to internal rules and codes of
ethics as well as to introduce sanctions for violations of the established
rules. The rules on financial and property standing also need further elabo-
ration to include broader powers for the controlling authorities and the
sanctions they can impose, more precise legal regulation of the catego-
ries of people bound by the law, appropriate access to the register and
protection of personal data, and in a longer time frame - transition to an
electronic register.

• State Internal Financial Control

Preliminary internal control in Bulgaria has been institutionalized with
the Law on State Internal Financial Control, in force since January 1, 2001 - it
is carried out by the Agency for State Internal Financial Control (Organiza-
tional Rules of the Agency for State Internal Financial Control, adopted with
Council of Ministers Regulation No. 35 of February 13, 2001). Better co-
ordination between internal state financial controlling mechanisms and
the external controlling bodies on spending funds from the budget,
exercised by the National Audit Office, is of key importance for the effect-
ive counteraction to corruption.
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• Measures against Money Laundering

Measures against money laundering both at national and international
level are among the most significant instruments for control, prevention and
detection of corrupt practices. Bulgarian legislation has made significant
progress in this direction: after the first law of 1996, which proved to be
ineffective, a new law was adopted in 1998 based on the principle of
self-organization of the financial system to prevent and uncover attempts to
use it for money laundering. On this basis, the Financial Intelligence Bureau
was established at the end of 1998. The Parliament adopted the Law
Amending the Law on Measures against Money Laundering, in force since
January 6, 2001. Most of the amendments were introduced for the purpose
of harmonization of the Bulgarian legislation with the Directive of the Coun-
cil of the European Community on prevention of the use of the financial system
for money laundering (91/308/EEC). The Financial Intelligence Bureau was
transformed into an agency - a legal entity within the Ministry of Finance,
funded by the state budget and located in Sofia (Organizational Rules of the
Agency Financial Intelligence Bureau, adopted with Council of Ministers
Regulation No. 33 of February 12, 2001).

Commercial banks reported the highest number of signals of suspicious
operations, followed by the tax authorities. This confirms the conclusion
that most of the money laundering operations and transactions are carried
out through the banking system or through illegal accounting operations.

Distribution of the Cases according to the Money Laundering
Stages (October 1998 - April 2001)

• 43 % of the cases involve operations for introducing financial
resources of criminal origin into the financial system.

• 11% represent operations for layering the financial resources
aimed at removing their criminal origin.

• 6 % represent privatization deals in which financial resources
of criminal origin are invested in the legal economy.

• The remaining 40 % of the cases concern criminal activities
which generate �dirty money�.

Source: Financial Intelligence Bureau, Annual Report for

the Period 1998 - 2001.

The fact that most of the cases of money laundering are related to corrupt
practices with both national and international dimensions and that the
funds involved can serve terrorist organizations and activities increases
the need for cooperation between the Financial Intelligence Bureau and
other state institutions - the Prosecutor�s Office, the Ministry of the Interior
and the administrative authorities performing similar functions, as well
as for international cooperation in this field. The new challenges require
to further improve the legal framework and modernize information
technologies on a regular basis so that specialized control against money
laundering can continue to contribute to the prevention and uncovering
of acts of corruption. Further amendments to the Law on Measures against
Money Laundering are currently in process of making aimed at blocking
terrorist groups� accounts (financial resources) and introducing stricter
controls and sanctions.
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• The Future of the Ombudsman Institution

The idea of establishing a specialized institution to control and monitor
the administration (Ombudsman, or Civic Defender), including on cor-
rupt practices, gained support in 2001. A large number of politicians and
representatives of the public are convinced in the necessity of introducing
a mechanism to supplement and operate parallel to the generally slower
judicial, administrative and other forms of control. Argumentation in favor
of such an institution was proposed for the first time in the Coalition 2000
Action Plan endorsed by the Policy Forum in November 1998. At this Forum
a detailed concept paper on the introduction of the Ombudsman Institution
was presented. In November 2000, a version of the Draft Law on Ombuds-
man, drafted by Coalition 2000 experts on the basis of public discussions,
opinions, recommendations and the proposals made was submitted to the
Parliament by a group of MP�s. The Draft Law provides for the establish-
ment of the institution of the ombudsman at both central and local levels
combining features of the classical ombudsman model, versions im-
plemented in other European countries and specific features designed to
address the unique situation in Bulgaria. Although the Draft Law was not
considered by the 38th National Assembly, the requisite public and political
support for the introduction of the institution of the ombudsman is already
in place. An improved version of the Draft Law on the Civic Defender and
the Local Civic Mediators developed within the framework of Coalition 2000
was presented to the Chair of 39th National Assembly and to the Chairs of the
Parliamentary Committees on Human Rights, on Complaints and Petitions
of Citizens and on Legal Issues.

The adoption of this draft would be the result of successful public-private
partnership and allow for the establishment of a national mechanism as
well as local ombudsman institutions, operating on the basis of moral
authority against administrative abuse and crossing illegally the limits
between the public and private spheres for protection of the citizens and
their associations. The efforts for setting up the civic observer and public
mediator institutions in separate municipalities, implemented within the
framework of Coalition 2000 by the partner organizations - the Center for
the Study of Democracy and the Center for Social Practices - reveal the
practical benefit of such mechanisms for society and provide additional
guarantees against administrative abuse of power.

The lack of sufficient and sustainable legal and institutional prerequisites
preventing corruption destabilizes the institutions and damages their
relationships with civil society and individual citizens; it also leads to
human rights violations and impedes the consolidation of the rule of law.
The State and society have a crucial role to play in overcoming this
problem.

• The State

Over the past few years, state institutions manifested a strong reflex of
defensiveness and self-preservation rather than developing mechanisms
to protect the citizens and society against abuses of power. The Legisla-
ture should play a more decisive role in counteracting corruption, with
the National Assembly itself providing an example of effective anti-cor-
ruption efforts.

Increasing transparency and accountability in the work of the National

A.2. The Role of the
State and Society



19FAVORABLE INSTITUTIONAL AND LEGAL ENVIRONMENT FOR CURBING CORRUPTION

Assembly are important
prerequisites for streng-
thening the prestige of
the Parliament and for
the consolidation of
democratic values in
Bulgaria. The accom-
plishment of this object-
ive requires the es-
tablishment of system-
atic control over com-
pliance with the laws and
the Rules of Organization
and Procedure of the
National Assembly by the
MP�s. In order to reduce
corruption in the legis-

lature, the following measures should be undertaken in particular:

- Establishment of a specialized body on the ethics of the MPs, led
by an independent expert with a outstanding public reputation,
whose activities and regular reports should be independent of the
National Assembly or any other institution (similar to the existing
bodies in some EU member states, such as the UK).

- Bringing greater transparency to the National Assembly�s finances.

- Introduction of a mechanism for informing the public about financial
violations committed by the MP�s, as well as the sanctions imposed.

Preventing corruption in the Legislature and acting quickly upon
discovering such cases are important prerequisites enabling the National
Assembly to adopt effective anti-corruption measures targeting the entire
country. At the same time, legislative amendments and the adoption of
new laws should only be undertaken after serious consideration, prepara-
tion of a general conceptual framework and compliance with the existing
legislation, public discussion of the proposed drafts and taking into account
the opinion of all parties involved. Stronger efforts and good will from
the Bulgarian Parliament are needed for the adoption and implementation
of measures and control mechanisms which contribute to the more ef-
fective counteraction of the internal factors fostering corruption, facilitate
the creation of a favorable institutional environment for preventing cor-
ruption in the legislative process and for the development of the anti-
corruption attitudes and behavior.

Democratic decentralization of the state still remains in the realm of
political programs. The envisaged amendments to the Constitution and
the set of draft laws on local government planned for the period 2000 -
2001 have not been adopted. They aimed at making the municipalities
more independent, including with respect to taxation, however, there
was no well-argumented view on the specific solutions and objectives to
be pursued while this issue was only mentioned in the context of the
election campaigns.

The transfer of some public functions to private entities has also failed to
progress despite the pressure exerted by the private sector to that effect.
Thus, privatization of administrative services still remains a long-term

Source: CMS of Coalition 2000, October 2001, SELDI

SPREAD OF CORRUPTION IN THE PARLIAMENT
(GENERAL PUBLIC; %)

Bulgaria, October �01 Southeast Europe,
January �01
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project. The transfer of some functions of the state to non-govern-
mental organizations, a feature of many modern democratic countries,
remains a top priority and needs to become an integral part of an anti-
corruption model of interaction between the state and civil society.

The National Anti-Corruption Strategy, launched in the autumn of 2001,
articulates the Government�s intention to take a comprehensive approach
to limiting corruption by �increasing the law enforcement and the re-
gulatory functions of the state, guaranteeing transparency in governance,
endorsement of civil control and values such as honesty and ethics in
society�. The results of the parliamentary majority�s increased legislative
activity at the end of 2001 as well as the implementation of the program
developed on the basis of this strategy will be assessed later.

• Political Party System

The party system is not yet based on principles and models which would
make it more transparent and independent from the state. The inter-
weaving of political parties with the state apparatus in any society tempts
to advance particularistic political interests under the guise of public in-
terests, including through the use of corrupt means. The introduction of
state financing based on objective criteria, accountability and strict rules
to ensure the transparency of party finances as a whole and of the funds
used during pre-election campaigns in particular was therefore urgent in
order to curb corruption with political parties and to sever the informal
bonds between political parties and private interests. The funding of
political parties was finally regulated by law in year 2001.

The newly adopted Law
on Political Parties, in force
since March 28, 2001,
contains a number of
anti-corruption pro-
visions, including pro-
hibition for polit ical
parties to engage in
business activities or hold
equity in companies;
exhaustive listing of re-
venues of political parties
and regulation of their
annual state subsidies;
assigning overall control
over political party re-
venues and expenditure
to the National Audit
Office. Nevertheless, the
continued tolerance of
anonymous donations

makes it impossible to have full transparency of the parties� income
because a portion of it remains beyond state control.

In order to further reform the political party system on a sustainable anti-
corruption basis the following measures should be undertaken:

- Further differentiation between the state and the political parties
as well as between public and private interests.

EXPECTED DYNAMICS OF ILLEGAL POLITICAL PARTY FINANCING

IN THE NEXT THREE YEARS (%)

Source: Global Competitiveness Survey, Vitosha Research and Center for Economic
Development  (survey of 119 companies, February 2001)
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- Introduction of mechanisms for development of legal sources of
funding as well as for control over financing political parties and
politicians.

- Introduction of sufficient guarantees for equal treatment of political
parties during pre-election campaigns.

- Setting up the legal prerequisites for transparency in lobbying.

• Civic Control and Legal and Institutional Framework of the Non-governmental
Sector

The creation of an adequate legal framework for the non-governmental
sector is a prerequisite for the institutionalization and strengthening of
civic controls against corruption on the basis of clear rules and provisions for
creative dialog and interaction. This process, however, is proceeding in
Bulgaria rather slowly.

The Law on Not-for-Profit Legal Persons, adopted in September 2000, in force
since January 1, 2001, replaced the formerly existing legal framework and
laid out the foundations for a modern not-for-profit sector in Bulgaria.
Although this law brought serious changes, it did not fully achieve the
objective of singling out the not-for-profit organizations by status (as public
or mutual benefit) or public perception of their efficiency.

In order to fully reveal the anticorruption capacity of the non-govern-
mental sector and to minimize the conditions for corruption within this
sector, further improvements to the legal and institutional framework
should be introduced in the following directions:

- Establishment of a body on special reassures to register the public
benefit organizations on the basis of clear legal criteria.

- Making special reassures registration a part of the tax registration
in order to guarantee the transparency of public benefit organiza-
tions� activities and reduce the possibilities for abuse involving pub-
lic funds without making registration and control obligations too
bureaucratic.

- The body on special reassures should be responsible for control
over the not-for-profit activities of the organizations registered by
it while the National Audit Office should exercise control over their
economic activities.

- Preventing legal persons involved in not-for-profit activities, re-
gistered before January 1, 2001, from defining themselves as mutual
benefit organizations if they voluntary received property from the
state, the municipalities or other public funds or if their activities
have been supported through work or contribution of private
volunteers (except for their founders).

Along with the proposals mentioned above special attention should be
paid to the idea of replacing the court registration of not-for-profit or-
ganizations with registration in a newly created Central Electronic Re-
gister for Not-for-Profit Organizations at the Ministry of Justice, the
establishment of which could serve as a first step towards the introduction
of a Central Electronic Register for Persons and Property. The transition
to such a register will have far-reaching anti-corruption effects, especially
with regard to the present dismal state of the country�s registers. The
business community also evaluates the existing registration system as inef-
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fective and sees it as an obstacle to growth of business. It has even
proposed relieving the courts of the responsibility of keeping the com-
mercial registers in order to make them function better. (Bulgarian Inter-
national Business Association (BIBA) White Paper on Foreign Invest-
ment�2001).

Current State of the Registers in Bulgaria

• Private legal persons, except for the political parties, are re-
gistered with the District Courts in 28 separate registers located
throughout the country.

• Property registration is done in a similar way. Property records
are kept by about 110 Regional Courts and are still paper-based.
Pilot projects are being carried out for the introduction of
electronic information systems in some of the courts, although
these information systems have no legal weight.

Except for the Central Pledges Register at the Ministry of Justice,
established in 1997, most of the other registries are currently decentralized
and paper based which causes serious problems of reliability of
information and its physical and legal security. The available data shows
numerous cases of fraud, abuse and corruption.

Proposal for Transition towards a Central Electronic Register for
Persons and Property

This Register should include registration data on all private legal
persons and state enterprises (except for political parties and
professional organizations) and should be introduced in the
following order:

• First, the Register should be introduced for not-for-profit legal
entities. The philosophy of this Register has already been laid out
in a concept paper.

• In a medium-term perspective, this Register should include
commercial legal persons and merge with the Central Pledges
Register. By doing this, data on persons and their pledges will be
incorporated in a single register, avoiding the unnecessary dup-
lication of information in the commercial and the pledges re-
gisters which may lead to mistakes and inconsistencies.

• In a long-term perspective, the Register should be merged with
the property registers but only after the establishment of a
national electronic cadastre and its incorporation into a uniform
national database.

The implementation of the proposal for a Central Electronic Register
for Persons and Property will allow to register and obtain information
online by electronic means. This will make it possible to quickly publish
information about changes in circumstances through filings and the current
situation of the Register can be checked in real time, i.e. immediately
after the conclusion of a transaction. The Register should be public and
everyone should be able to obtain information and receive a certificate
verifying the necessary information. A denial of a filing should be subject
to appeal before the Minister of Justice following an administrative



23FAVORABLE INSTITUTIONAL AND LEGAL ENVIRONMENT FOR CURBING CORRUPTION

procedure; a denial by the Minister should be subject to appeal following
the procedure under the Law on the Supreme Administrative Court which
will minimize the unregulated practices accompanying registration and
obtaining information.

In order to further the institutionalization of the civic anti-corruption
controls over state authorities the following measures are considered as
necessary:

- Improvement of the legal regulation of the interaction between the
administration and civil society.

- Further development of a modern legislative framework for the legal
status of non-governmental organizations.

- Strengthening the capacity of non-governmental organizations to
exercise civic control over the activities of the public administration,
political organizations and the Judicial system.

• Lobbying

Lobbying in favor of corporate interests is routinely done in modern
societies, whether it is considered as legal or not. The lack of a legal de-
finition or any regulation of lobbying activities minimizes its transparency
and allows for unlimited and uncontrolled use of lobbying methods which
are often border on corrupt practices at all levels of politics; what usually
happens is lobbying through corrupting. Since lobbyists are operating
as representatives and mediators for private persons or companies whose
main objective is to influence the final outcomes of the policies (laws,
political decisions, public procurement awards, etc), the negative social
impact of their unregulated activities is obvious, especially if and when
they resort to corrupt means. In addition to the direct negative impact of
the abuses in the course of lobbying for the authority of the state and its
representatives and the common public perception of corruption the
consequences can also have unpredictable and possibly negative per-
manent effects on the state of the national economy policy, different
aspects of legislation and so on. Despite these risks, however, lobbying is
still not being legally acknowledged.

Lobbying activities need to be legally regulated, although not necessarily
through a separate law: it is possible to include specific rules and pro-
visions in relevant laws, mandatory codes of ethics for business organiza-
tions and the non-governmental sector in general. In any case, such activi-
ties should be regulated on a broad legal basis after a careful consideration.
This will help create a new model of interaction between politicians, on
the one hand, and businesses and non-governmental organizations, on
the other hand, and strengthen the trust between them. The National Anti-
Corruption Strategy calls for the Government to initiate legislation on
lobbying, but no practical measures have been taken so far.
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B. JUDICIAL REFORM: ANTI - CORRUPTION
DIMENSIONS

Achieving legal stability and confidence in the Judiciary, providing
conditions for greater efficiency, quality and transparency in the
administration of justice, creating internal control mechanisms to combat
abuse of power and corruption within the Judiciary and creating a system
for improving the professional qualifications of magistrates has been the
major issues on the agenda of judicial reform in Bulgaria in year 2001.

Nevertheless, significant
progress in 2001 was not
achieved . The Judiciary
was once again ranked
among the six most cor-
rupt institutions in Bul-
garia in surveys of both
the general public and
businessmen while
judges, lawyers, prosecu-
tors, police officers and
other law enforcement
professionals are among
the most corrupt occupa-
tion groups.

The new government�s
National Anti-corruption
Strategy (especially in the
section entitled �Anti-

Corruption Measures in the Judiciary and the Criminal Legislation�) and
the Strategy for Reform of the Judiciary in Bulgaria, both adopted on October 1,
2001, have incorporated many of the measures proposed by the Coalition
2000 Action Plan of 1998 and the Program for Judicial Reform, which
was developed within the framework of the Judicial Reform Initiative and
endorsed in May 2000. The legislative measures, already implemented
or planned for the future, target objectives in different areas, namely im-
proving the substantive and procedural laws (legislative reform in the
strict sense), reforming the organization and operation of courts and
court administration reform and raising the criteria to the appoint-
ment of magistrates and their professional qualifications - training of
both magistrates and court administrators. Nevertheless, proper func-
tioning of the Judiciary is also dependent on the work of the law enforce-
ment authorities which are not part of the Judiciary - the Bar, the special-
ized authorities of the Ministry of the Interior (including the Police and the

SPREAD OF CORRUPTION IN THE JUDICIARY
(GENERAL PUBLIC; %)

Source: CMS of Coalition 2000,  SELDI

Bulgaria, October �01 Southeast Europe,
January �01
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National Service for
Combating Organized
Crime), the financial
intelligence service,
the tax and financial
control authorities,
etc. Therefore, a more
comprehensive ap-
proach including all
aspects of law en-
forcement is necessary
in order to effectively
combat corruption.

B.1.1. Criminal Law and Procedure

Criminal law has the most direct impact on the problem of corruption.
With only a few exceptions, however, criminal law reform was only
marginally addressed by the Bulgarian legislature in 2001.

• Measures Taken So Far

- Introducing internationally accepted instruments and standards

The ratification of the Criminal Law Convention on Corruption of the Council
of Europe in 2001 was a significant step forward. Bulgaria made two re-
servations to this convention, however, which show the current state of
anti-corruption criminal legislation. With the first one Bulgaria reserved
the right not to incriminate the bribery or �trade in influence� of members

B.1. Legal Basis of the
Judicial Reform

SPREAD OF CORRUPTION AMONG INSTITUTIONS *

Source: Coalition 2000
* Note: The maximum value of the index is 10.0 indicating the highest possible level of

corruption. The minimum value is 0,0 indicating total absence of corruption.

April Sept. January April Sept. January October
1999 1999 2000 2000 2000 2001 2001

Customs 8,78 9,10 9,02 9,10 8,90 8,96 9,06

Privatisation Agency 7,46 7,86 7,96 8,28 8,06 8,24 8,66

Bulgarian Foreign - - - 7,78 7,54 7,74 8,08
 Investment Agency

 Judiciary 7,62 7,88 7,68 7,68 7,60 7,82 8,04

Tax services 7,10 7,98 7,68 7,56 7,54 7,42 7,62

Police 7,16 7,54 7,30 7,24 7,14 7,36 7,34

Sector ministries 6,94 7,40 7,24 7,44 7,50 7,56 7,12

District administration 6,90 7,32 7,02 7,04 6,94 6,90 6,90

Commission for Protection 6,14 6,40 6,18 6,68 6,54 6,84 6,88

of Competition

Committee on Energy 6,40 6,84 7,00 7,10 7,00 6,82 6,80

Parliament 6,78 7,16 6,96 7,24 7,42 7,46 6,78

Municipal administration 6,64 7,24 6,82 6,74 6,54 6,54 6,58

Government 6,58 7,12 6,94 7,10 7,44 7,42 6,44

Bulgarian - - - 6,28 6,60 6,30 6,42
Telecommunication
Company

Securities and Stock- 6,24 6,28 6,22 6,50 6,46 6,48 6,40
Exchanges Commission

National Audit Office 5,74 5,86 5,54 5,84 5,98 5,82 5,72

Bulgarian National Bank 5,34 5,32 5,34 5,16 5,72 5,48 5,24

Military 4,88 5,06 5,06 5,08 4,98 4,80 4,70

National Statistics Institute 4,80 4,54 5,00 4,68 5,02 4,76 4,61

Presidency 4,46 4,50 4,28 4,52 4,52 4,24 4,26
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of foreign or international public or parliamentary assemblies as well as
passive bribery of foreign officials. The second reservation states that active
and passive bribery in the private sector will only be considered as a
crime if it corresponds to existing internal legislative provisions for such
offences.

Regarding the Criminal Law Convention on Corruption, the UN Convention
against the Transnational Organized Crime, the International Convention on
Combating Bomb Terrorism, Protocol against the Illegal Trafficking of Migrants
by Earth, Sea and Air, Protocol on Prevention, Counteraction and Punishment
of the People Traffic, especially of Women and Children, supplementing the
UN Convention against the Transnational Organized Crime, all of which were
ratified in 2001, a set of comprehensive follow-up legislative and practical
measures are necessary in order to put them effectively in practice.

• Restriction of Immunity against Criminal Prosecution

The link between immunity and corruption has been publicly debated
for a long time and cited as an important issue in several international
documents. Thus, for instance, Resolution (97) 24 on the 20 Guiding Principles
for the Fight against Corruption of the Committee of Ministers of the Council of
Europe states that countries should �limit immunity from investigation,
prosecution or adjudication of corruption offences to the degree necessary
in a democratic society.� The risks of corruption within the Judiciary are
too high taking into consideration the combination of magistrates�
immunity and life-long mandates. This is why limiting magistrates� im-
munity could become appropriate instruments in combating cor-
ruption. The failed attempt in year 2001 to amend the Constitution on the
issue of MPs� and magistrates� immunity makes it practically impossible
to introduce such changes in the criminal regulations directed against
corruption.

• Necessary Legislative Amendments

The following supplementary criminal legislative measures aimed against
corruption should be introduced:

 - Formulating new provisions for combating corruption-related
offences, including those concerning the illegal funding of
political parties and �trade in influence�. This is necessary because
corruption is a phenomenon which goes beyond the current
regulatory treatment of bribery as an offense and includes a wide
range of acts committed by officials which should be considered as
criminal offences.

- Extending the scope of the offence of bribery to include a widest
possible circle of officials. Special regulations on embezzlement
of EU funds are to be introduced which is absolutely necessary in
the course of Bulgaria�s accession to the EU.

- Broadening the scope of the subject of bribery to make acts of
asking for and accepting non-material benefits subject to criminal
prosecution. At present, the Criminal Code considers a public of-
ficial�s benefit as undue only if it is material, thus treating bribery
as a self-interest crime only in the narrow sense of the word.

- Making bribery committed by a representative of the Judicial
system (a magistrate or an administrator) as an aggravated of-
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fense and further dis-
cuss the provisions of
art. 307 of the Crimi-
nal Code on induce-
ment to bribery.

- Changing the title
of the chapter of the
Criminal Code, which
deals with bribery as
much as the titles of the
chapters in this Code
provide guidance in the
interpretation of their
content it would be
good if  the tit le of
Chapter Eight were
amended to include
the opportunities for
bribery in the sphere
of the economy as well.

- Defining more
precisely the terms
�public official� and
�foreign public of-
ficial� as major sub-
jects of the crime of
passive bribery. At
present, for instance, it
could be disputed if a
MP or a municipal
counselor is a �public
official� who could be
the perpetrator of
passive bribery under
the present language
of art. 93 of the Crimi-
nal Code .  A careful
broadening of the
definition of a �foreign
public official� is also
necessary for Bul-
garian law to suf-
ficiently protect the
financial interests of
the EU.

• Corruption and Glo-
bal Security Problems

The globalization of
the issues of security, both in the field of information technology and in
military or political affairs, makes necessary further elaboration of criminal
law in spheres which may have only an indirect effect on corruption.
New measures to combat terrorism and cyber-crimes have to be adopted.

February April September January April September January October
1999 1999 1999 2000 2000  2000 2001 2001

Customs 73,3 73,2 75,2 77,0 78,6 75,2 74,3 77,3
officers

Judges 49,5 50,8 50,7 48,5 56,0 50,1 50,6 56,4

Lawyers 55,5 55,4 55,6 54,8 51,9 52,9 50,3 55,0

Prosecutors 48,5 50,0 50,8 46,3 54,4 51,3 50,7 54,8

Police officers 51,5 49,2 55,8 51,9 50,5 54,3 51,0 53,7

Tax officials 47,1 45,2 56,4 53,9 51,0 53,7 47,3 51,6

Criminal 43,6 41,8 44,9 41,0 48,0 43,8 43,5 48,4
investigators

Doctors 56,9 46,0 47,3 42,5 40,9 43,6 27,0 46,8

Ministry 42,5 41,9 48,2 47,9 55,1 49,7 43,9 45,8
officials

Members of 39,0 37,7 42,6 45,0 55,1 51,7 52,6 43,5
parliament

Business 49,5 47,6 48,3 48,5 51,4 42,3 43,6 42,2
persons

Administrative 42,0 40,5 49,7 42,0 45,2 40,2 36,8 41,7
staff from the
Judicial system

Ministers 39,1 35,3 43,9 45,3 53,4 55,0 52,3 41,2

Leaders of 40,5 31,1 42,7 37,5 45,0 43,8 39,1 40,8
political parties
and coalitions

Municipal 44,3 39,6 48,8 45,0 46,5 41,6 35,9 39,6
officials

Local political 34,0 27,5 38,2 31,7 36,4 36,8 34,2 35,1
leaders

Bankers - - - 20,9 38,8 33,5 35,6 32,5

University 29,5 28,5 35,7 29,4 29,3 28,1 21,6 27,4
professors or
officials

Municipal 31,2 26,4 34,7 32,5 35,2 32,1 30,9 26,3
Council
members

Representatives 16,3 11,5 20,9 16,2 18,2 23,9 18,2 19,8
of NGOs

Journalists 12,7 12,0 14,3 10,6 14,1 13,9 11,3 10,5

Teachers 12,6 8,4 11,5 9,5 8,2 10,9 5,8 9,3

�Nearly all� and �Ìost are involved in corruption� (%)

Source: CMS of Coalition 2000

SPREAD OF CORRUPTION BY PROFESSIONAL GROUPS
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- Terrorism

Since September 11, 2001 increased attention has been paid to the link
between organized crime and corruption on the one hand, and between
organized crime and terrorism, on the other hand. Although no notable
acts of terrorism have been committed in Bulgaria, in view of the
international context it is necessary for Bulgaria to coordinate its anti-
terrorist efforts with the international community. With this in mind,
national legislative amendments to the Criminal Code, Code of Criminal
Procedure, the Law on Ministry of the Interior and the Law on Special Intelligence
Means, the financial and banking legislation and administrative procedures
are forthcoming. At the end of 2001 Bulgaria withdrew its reservation
made at the ratification of the European Convention on the Suppression of
Terrorism in 1997, which retained the right of Bulgaria to refuse extradition
for crimes it considered political. In addition, the currently existing long
and complicated procedure for extradition from Bulgaria for terrorist
activities could be substituted with a European Arrest Warrant in the
near future.

When making these amendments, the delicate balance between
broadening the powers of the state or the security services and respect
for human rights, especially the protection of privacy, must be respected.

- Cyber Crimes

Joining the Convention on Cyber crimes, adopted by the Committee of
Ministers of the Council of Europe on November 8, 2001, will allow
Bulgaria to take part in setting up an efficient system of international co-
operation in combating cyber crimes, which too often facilitate corrupt
practices such as money laundering or illegal payments. It is expected
that the Convention will be ratified in the near future - its ratification will
expedite the adoption of amendments to the Criminal Code incriminating
the illegal creation, use, distribution and preservation of computer
information (including abuse of electronic signatures and electronic
documents). The adequate treatment of computer crimes will meet the
need for additional legal protection against manifestation of corrupt
behavior which gets more and more sophisticated.

B.1.2. The Role of the Mechanisms of Criminal Procedure in
Combating Corruption

Criminal procedure mechanisms play a very important role for the quality
and speed of prosecution, for their procedures of the imposition and
execution of penalties. The amendments to the Code of Criminal Procedure
of 1999, in force since January 1, 2000 came to meet modern requirements
to the criminal prosecution system - consolidation of the court�s role as
the principal overseer of procedure and the trial phase as the central
stage in criminal proceedings; judicial control over coercive measures
which may infringe upon basic human rights at the pre-trial phase;
competitiveness in court; expedited procedure; and introduction of
differentiated procedures. Nevertheless, these amendments did not have
a significant contribution for progress in combating crime in general and
corruption in particular. Admittedly, the period since these amendments
went into force has been short and it may be too early to judge about
their effectiveness but still it should be noted that practical problems
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have already emerged, primarily due to some legislative amendments
which were not very appropriate. Several of these amendments were
made with the Law on Amendment to the Code of Criminal Procedure, in
force since May 1 2001, which was passed without any public discussion
or consideration and was adopted at the very end of the mandate of the
38th National Assembly. These changes have had a particularly negative
influence on the efficiency of the Judiciary�s work. To the greatest degree
this applies to the amendments on the issue of plea bargaining, which
very quickly won recognition as an important procedural technique for
accelerating criminal prosecution and preventing corrupt practices
between defendants and magistrates. Data from cases tried in 2000 shows
that 36, 6 % (more than 1/3) were concluded through plea bargaining.
The amendments to the Code of Criminal Procedure of 2001 significantly
narrowed opportunities for plea bargaining.

At the end of its term of office the 38th National Assembly introduced
these changes disregarding the opinion of the legal community, expressed
by the Association of Judges, the Modern Criminal Justice Foundation
and other participants in the Judicial Reform Initiative which insisted that
court�s control over the procedure at the pre-trial phase should be
retained. The legal community also insisted that the amendments in
question were not in line with European standards, they were not backed
by necessary funding and would be inefficient.

As a whole, the year 2001 amendments to the Code of Criminal Procedure
have slowed down criminal procedure and made it more expensive.
Serious fears also exist that the quality of administration of justice will be
reduced due to the court clog as courts have to deal with activities for
which they should not be responsible - as a result the percentage of de-
tected and punished crimes, including those involving corruption, will
decrease.

In order to improve the efficiency of criminal procedure, new legislative
solutions are necessary. These actions must be based on a long-term anti-
corruption strategy which will serve the public rather than short-term
particularistic interests. The causes for the inefficient operation of some
of the questionable provisions as well as the experience so far must be
thoroughly analyzed in order to find a solution to the low detection of
the crimes of corruption. It is recommended that after such an analysis, a
new Code of Criminal Procedure be drafted; amendments in the sphere
of execution of penalties should also be adopted.

B.1.3. Civil and Administrative Law and Procedure

Few legislative amendments deterring directly or indirectly corruption
were introduced in civil and administrative laws and procedures in 2001.

• Measures Undertaken

- The Law on Electronic Signature and Electronic Document, in force since
October 7, 2001, which was developed by an expert group at the
Center for the Study of Democracy, must receive a positive
evaluation. The Law should enhance the security and speed of both
online transactions in particular and electronic data exchange in
general. Its implementation will expedite the provision of adminis-
trative services, make administrative procedures transparent and
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reduce the possibilities to solicit or offer bribes in the interaction
between the public administration and citizens, legal entities and
merchants.

- The Law on the Cadastre and the Real Estate Register has been in force
since January 1, 2001. Changes in the system of real estate regis-
tration, a sphere marked by abuse, fraud and corruption, are also
in progress. Introducing these changes takes a long time but the
impact, including availability of complete and precise information
on property and pending liabilities upon it, will have lasting anti-
corruption effects in the field of real estate transactions.

- Amendments to the Commercial Code, in force since October 17,
2000, concern two main areas - company law and commercial bank-
ruptcy law. Harmonization of the company law section with the EC
directives on publicity, equity and single member limited liability
companies and the adjustment of the legal provisions for joint stock
companies will enhance confidence in equity trading, reduce the
possibilities for abuse and ensure better transparency and the
protection of creditor and third party interests. The amendments
to the commercial bankruptcy legislation have not yet brought a
real acceleration to bankruptcy procedures and therefore have
failed to adequately deter interested parties from seeking
resolutions through corrupt means.

A significant new amendment to the section of the Commercial Code which
deals with re-structuring of companies (mergers, acquisitions, spin-offs,
splits and transformations) is now being considered. This amendment
comes as a response to the need for harmonization of Bulgarian legislation
with EU standards and aims to put an end to the current practice of re-
structuring in an atmosphere of lack of transparency and acting at the
expense of some of the partners involved which should significantly
improve the business climate.

- In October 2001 a Center for Out-of-Court Legal Dispute
Resolution was established with the Union of Bulgarian Jurists and
Rules on the initiation and performance of out-of-court legal dispute
resolution was adopted. This is the first step towards the introduction
of procedures for alternative out-of-court legal dispute resolution.
Their practical implementation will narrow the possibilities for cor-
ruption, ensure effectiveness and rapidness in the resolution of disputes,
and relief the Judicial system�s work.

• Forthcoming Changes

- It is necessary to adopt a Law on Bank Bankruptcy in order to ensure
greater stability and speed in bankruptcy proceedings and to enforce
control over the receiver in a bank bankruptcy, which should reduce
the possibilities for corruption.

- It is necessary to adopt a Code of Administrative Procedure in order
to bring together and systematize the various types of administrative
procedures which should help overcome the lack of co-ordination
and synchronization through introducing unified criteria,
procedures and control, reducing the possibilities for evading the
law through corruption.

- Administrative liability (imposition of monetary penalties) for
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legal persons whose
senior off icials and
representatives have
committed crimes of
corruption for the
benefit  of those
persons should be
regulated by law.

- The procedure of
foreclosure must be
improved. Currently, it
is inefficient, full of
corruption and dis-
credits the adminis-
tration of justice.

A review of the legis-
lation which currently
constitutes the legal
basis for the Judiciary�s
activities against cor-
ruption shows nu-
merous f laws. This
conclusion is shared
by the majority of the
general public, which
places inadequate
legislation in the
second place among
the factors for the
spread of corruption.

Further legislative work should be complemented by serious progress in
the field of law enforcement without which even the best legal texts are
doomed to failure.

No serious reform in the organization of Judicial system took place in
year 2001.

The Most Frequent Criticism to the Organization of the Judicial
System Concern:

• The Judicial system�s structure.

• The authority of the Executive in making the Judiciary�s budget
along with the insufficient financing of the Judiciary.

• The magistrates� immunity.

• The inefficiency of court administration (poor procedures for
case management, lack of computerization, lack of central co-
ordination of management practices).

• The status of magistrates and administrative staff, which is
recognized as extremely unsatisfactory, including the lack of
transparency and clear criteria for appointment, the proper

B.2. Reform in the
Organization of the
Judicial System
(Structure and
Management) and in
Court Administration

Source: Coalition 2000
* Note: Respondents have marked up to three factors which is why the  cumulative percentage

may exceed 100

MAJOR FACTORS FOR THE SPREAD OF
CORRUPTION * (%)

April Sept. January Sept. January October
1999  1999 2000 2000  2001  2001

Desire for quick personal 52,9 54,8 57,0 57,8 60,8 59,2
enrichment sought by those
in power

Imperfect legislation 38,8 37,8 35,1 40,5 39,1 38,0

Lack of strict administrative 36,4 33,8 30,8 32,3 31,8 35,2
control

Low salaries 51,5 43,6 47,2 41,6 33,7 32,3

Conflict of interests 25,8 28,3 28,3 32,6 25,8 31,7

Ineffectiveness of 19,6 27,5 24,7 22,2 27,2 28,5

the Judicial system

Moral crisis in the period 19,4 19,4 18,2 17,0 18,9 21,1

of transition

Problems inherited from the  6,8 7,4 7,3 7,8 4,4 5,8
communist past

Specific characteristics of 6,9 4,7 5,9 4,2 5,9 4,4

the Bulgarian national culture
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evaluation of their work, the criteria for promotion and relocation
of magistrates and insufficient training.

• The inefficiency of judgment execution.

Under the pressure of criticism at the end of the previous mandate and
the beginning of the present one the government tried to address the
problems of the Judicial system by taking the following measures:

• Organizing discussions on the conclusions and the recommendations
of the European Commission for year 2000 at meetings with judges
from throughout the country.

• Adopting a Strategy for Reform of the Judiciary in Bulgaria aimed at the
following anti-corruption measures:

- Human resources - introducing new criteria for selection and ap-
pointment, raising the professional qualifications of magistrates and
their administrative staff, introducing competition for recruiting
magistrates, making performance evaluation mandatory before
magistrates become irremovable or are promoted or demoted in
rank and position, encouraging magistrates to report instances of
corruption, and, finally, introducing disciplinary sanctions when
appropriate.

- Overhauling the central management of the Judicial system,
including creating a clear distinction between the functions of the
Ministry of Justice and the Supreme Judicial Council.

- Automation of the Judicial system�s activities in order to achieve
speed, transparency and reliability.

- Improving judgment execution procedures to achieve efficient
protection of citizens� and legal persons� rights.

- The Judicial system�s budget - composition, management and
sufficiency.

- The interaction of the Judiciary with both the other governmental
powers and the public must be clarified.

• Inclusion of a section entitled �Anti-Corruption Measures in the
Judicial System and the Criminal Legislation� in the government�s
Program for Implementation of the National Anti-Corruption Strategy.

• Using the experience of non-government organizations and their
initiatives to reform the Judiciary and developing partnerships with
these organizations.

B.2.1. Structure of the Judicial System

The structure of the Judicial system is vital to the successful functioning
of the Judiciary in its anti-corruption efforts. Its improvement will have
positive effects in several aspects: the interaction between different units
to avoid both duplication of effort and transferring of responsibilities;
unified mechanisms for both preventing internal corruption and
punishing it; expediting and increasing the detection and prosecution
of corrupt practices, etc.
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The structure of the Judicial system, although set initially in the Constitution,
has not been put seriously on the agenda. Without seeking constitutional
changes, which require a longer and more difficult procedure it is still
possible to enact successful measures within the framework of the existing
Constitution to foster cooperation between the courts, prosecution and
investigation and obtain support from the National Service for Combating
Organized Crime, the tax, financial and customs� police, etc.

It is crucial to make operational the Unified Information System against Crime
whose rules were adopted by the Council of Ministers in September 2000.
This System should link the data on crime from the Ministry of the Interior,
the Ministry of Defense, the Financial Intelligence Bureau, the customs
authorities, the investigation, courts and public prosecution offices.

When evaluating the Judiciary�s efficiency in curbing corruption, one
usually underscores on the court�s administration of justice. Under
the existing Constitution the other units of the Judiciary - the investigation
and the prosecution - should also be taken into account as the efficiency
of their work is a prerequisite for better and more efficient administration
of justice.

• Investigation

Previous experiments in reforming the investigation reflected in con-
frontation between the short-term particularistic interests and resulted in
ineffective cases of preliminary investigation, including cases on
corruption.

Over the course of the past 10 years several attempts to re-organize the
investigation have been made. They have varied from transferring invest-
igation services back to the Ministry of the Interior (1997) to closing down
the National Investigation Service and creating 28 independent district
investigation offices and one Specialized Investigation Service (1998). As
a result, the Specialized Investigation Service was deprived of organiza-
tional, financial and administrative means of influencing district investi-
gations. In 2001 an attempt was made to subordinate administrative in-
vestigation to the prosecutor�s office. Subsequently in November 2001,
the Ministry of Justice expressed a willingness to introduce amendments
to the Law on the Judiciary and restore the National Investigation Service.

Data on Preliminary Investigation of Crimes of Corruption (art.
301 - 307 from the Criminal Code and Malfeasances art. 282 -
285) for the Period 1999 - the First Half of 2001:

• Reduction in the number of newly- opened and closed cases.

• Significant delays in the investigation of cases.

• Sharp increases in the number of the cases returned - more than
30 % of investigations.

• The Attorney General invoking too rarely his power to assign
the investigation of legally and materially complicated cases to
the Specialized Investigation Service (established in art.172, par.3
of the Code of Criminal Procedure): in 2000 22 cases were assigned
and during 2001 (till November) - only one.

Source: Specialized Investigation Service
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Source: CMS of Coalition 2000, SELDI
Note: SELDI data represents average values (1 - lowest, 4 - highest).

SPREAD OF CORRUPTION AMONG PROSECUTORS

Bulgaria, October �01 Southeast Europe,
January �01

Improved work on crimes of corruption requires a new approach on behalf
of investigators that will raise their authority as an essential element of
the Judiciary and limit the opportunities of corruption in the process of
investigation. The following particular measures can be proposed:

- Improving the interaction with the prosecution�s office and the
Ministry of the Interior.

- Using more actively special means of investigation on offenses
including corruption.

- Use of the mechanism of witness protection in order to achieve
better protection for persons who agree to co-operate with the
investigation and assist the administration of justice.

- Wider use of interrogation before a judge in order to avoid the
exertion of undue pressure on witnesses and defendants and to
provide evidence that can be used in court.

- Introducing the institute of special investigators for cases of
corruption.

The constitutional provisions on the investigation place it within the
Judiciary. The assessment of this arrangement as �unusual� in the European
Commission Report for year 2001 comes from the fact that the procedures
of taking investigators� immunity have hardly been applied so far. A well
though of decision is necessary in order to stabilize the role and the place
of the investigation services for success in their tasks.

• Prosecution

The proper place and role of the prosecution in the Judicial system, in-
cluding the status of the Attorney General, has also been the subject of
serious discussions. Different and often controversial approaches have
been suggested: to preserve the status quo; to amend the Constitution and
transfer the prosecution to the Executive, in particular to the Ministry of
Justice; to give it greater independence from the Supreme Judicial Coun-
cil; to impose parliamentary control over the Attorney General, etc.

The problem is serious
enough to require care-
ful consideration. It is ne-
cessary to examine both
previous experiences
and latest novelties in
other countries where
combating corruption is
successfully done
through public discus-
sion with participation of
the prosecution.

The self-inflicted isola-
tion of the prosecution
from the public and es-
pecially from the inter-
institutional debate on
these issues brings ad-
ditional complication to
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the matter and makes it difficult to reach an acceptable solution. The
prosecution�s silence and apparent alienation from matters of principle,
often combined with boisterous announcements of preliminary investi-
gations followed by lengthy delays in bringing cases to court, highlights
the necessity of reforming the prosecution in general. In trying to cre-
ate a proper basis for these reforms, the European Union�s experience
should be taken into consideration, especially the successful example of
Italy�s separation of the prosecution from the Executive. Thus, it is neces-
sary to consider carefully if the proper approach for Bulgaria is to expand
prosecutor powers or to abolish its current independence from the Su-
preme Judicial Council with a kind of subordination to the Ministry of
Justice.

B.2.2. Other Institutions Related to the Judicial System�s Proper
Functioning

• The Bar

The possibility of attorneys being intermediaries in matters involving
corrupt practices between the principle units of the Judiciary - courts,
prosecution and investigation, has been quite underestimated up till
now. This is possible because of the relatively weak control by the Bar�s
management. The use of such mechanisms and means of corruption is
more accessible to better of people and businessmen than to people who
cannot afford the services of qualified attorneys who �knows the right
people�.

A task force of the
Supreme Bar Council is
already working on
amendments to the Law
on the Bar  aiming at
raising the prestige of
lawyer�s profession and
overcoming the defects
in the attorneys� work. In
order to affirm the role of
the guild in preventing
corruption the following
measures could be
useful:

- Introduction of
strict requirements for
admission to the Bar.

- Adoption of rules of
ethics and standards of

conduct whose non-compliance carries sanctions.

- Improvement of the disciplinary procedures for non-compliance
with the law and the rules of ethics.

- Creating a legal basis for free legal assistance, i.e. legal assistance
office.

Source: CMS of Coalition 2000, SELDI
Note: SELDI data represents average values (1 - lowest, 4 - highest).

SPREAD OF CORRUPTION AMONG LAWYERS

Bulgaria, October �01 Southeast Europe,
January �01
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• Role of the Police

The role of the Police in law enforcement is critical for the proper
functioning of the Judicial system.

The introduction of the
institution of pre-
liminary police inves-
tigation in the Code of
Criminal Procedure, in
force since January 1
2000, aimed at im-
proving the state�s
policy on crime by ac-
celerating investigation
through removing un-
necessary formalities
from criminal proce-
dures. The Bulgarian
Police were given the
power to investigate
about 80% of commit-
ted crimes. The advan-
tages and disadvantages

of this legislative act have been seen in practice: about five times more
police investigations were sent to the prosecution than in the previous
year with an opinion for trial; the average time used to investigate crime
was also reduced by a factor of at least five. At the same time too many
police officers (more than 10,000) without the necessary legal background
have received the powers to investigate; in certain cases this has had an
unfavorable effect on the quality of police investigation. In addition, the
2001 amendments to the Code of Criminal Procedure instead of solving the
outline problems increased procedural formalism that brought seriously
difficulties to police investigation, making it slower and less efficient.
More flexible legislation on police investigation and its potential to realize
greater procedural efficiency is needed, including measures such as
improving police investigators� legal skills and training.

• Anti-Corruption Measures in the Ministry of the Interior

The Ministry of the Interior has an essential role to play in curbing cor-
ruption. Nevertheless, this role can be discredited by internal cases of
corruption. The main tasks in fighting corruption within the Ministry are
specified in the government�s Program for Implementation of the National
Anti-Corruption Strategy. It delineates functional responsibility among ope-
rative units of the National Security Service, the National Service for
Combating Organized Crime, the National Police Service and the Na-
tional Border Police Service in order to avoid duplication of anti-corrup-
tion efforts.

In 2001, the Ministry of the Interior made serious efforts adopting the fol-
lowing anti-corruption priorities:

- It completed the re-structuring of the administrative services of the
Ministry in accordance with the Law on Administration - demilitari-
zation of the administration and reglamentation of their status in
compliance with the Law on Civil Servants. However, it still must

Source: CMS of Coalition 2000, SELDI
Note: SELDI data represents average values (1 - lowest, 4 - highest).

SPREAD OF CORRUPTION IN THE POLICE FORCE

Bulgaria, October �01 Southeast Europe,
January �01
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continue to work on the elaboration and application of a system
for selection, appointment and career progress of human re-
sources, based on criteria of professionalism and motivation (mini-
mum term of experience, professional training, examinations, etc.).

- A Draft Code for the Ethical Behavior of Police Officers with anti-
corruption content has been prepared. In addition, it is necessary
to improve the training curricula on the basis of developed objective
criteria for evaluation of the work of police officers. The efforts
on better organization of the work environment at the Ministry
should continue by improving the structure, functional re-
sponsibilities and job descriptions.

- The new structure of the Ministry assigns the function of
coordinating the work of the various services on fighting corruption
to one of the Deputy Ministers. Within the Inspectorate of the
Ministry a unit on internal corruption monitoring and prevention
has been established.

- A Practical Manual for Police Investigators has been written. Two
additional manuals are also being prepared to help police officers -
one for safeguarding public order and one for protection of human
rights.

To achieve success in its anti-corruption priorities, the Ministry of the
Interior must open to the public; the attitude of secrecy and closed
doors which casts doubts on its capacity and creates opportunities for
corruption should be replaced by an attitude of transparency and
accountability. In this context, for instance, complaints on police actions
are examined in internal procedures which create possibilities for both
concealing violations and lack of objectivity in investigations. In order to
overcome these drawbacks the following measures are recommended:

- Set-up of Internal Investigation Departments within the special-
ized services and the regional units of the Ministry of the Interior.

- Continuous application of civic control over the activities of the
Ministry of the Interior.

- Establishment of an independent body to examine complaints and
allegations of corruption as a part of an external control system.

B.2.3. Governance of the Judicial System

Improving the governance of the Judiciary is necessary for efficient fight
of corruption both inside the Judicial system and throughout the rest of
the society. A pressing issue is the delineation and re-definition of the
authority and functions of the Supreme Judicial Council (SJC) as a govern-
ing body of the Judiciary which makes decisions on personnel and
organization, and the Ministry of Justice as a unit of the Executive.

•  Supreme Judicial Council

The Supreme Judicial Council has the main representative functions in
the Judiciary as well as broad powers in its administration. Unfortunately,
there are serious weaknesses in its activities. Some of these are caused by
constitutional provision on its composition, responsibilities and powers
while others can be corrected within the current constitutional framework.
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These weaknesses are generally due to the lack of transparency in the
work of Judiciary, lack of clear procedures for a number of aspects of its
activities, outdated internal rules, insufficient administrative capacity and
a lack of feedback mechanism with the branches of the Judiciary.

Measures Necessary for Institutional Consolidation of the Sup-
reme Judicial Council:

• Creation of capacity to perform governing functions for Judicial
system - strategy, financing, governance.

• Accountability and transparency in its work.

• Creation of capacity for disciplinary proceedings against
magistrates.

• Development of an information system for control and co-
ordination.

• Improvement of the decision making process.

• Achievement of efficient practical interaction with the Executive
and the Legislature.

• Resolution of the issue of the status of the SJC�s administrative
staff which doesn�t currently have adequate reglamentation and
is not part of the court administration (the SJC does not currently
have the respective experts and support structures for performing
its functions.)

The Draft Law on the Amendments to the Law on the Judiciary, prepared at
the end of 2001, proposes improvements to both the regulation of the
elections in the SJC and its responsibilities.

• Ministry of Justice

In order to achieve better co-ordination of the governance of the Judicial
system and protect the independence of the Judiciary it is of particular
importance to establish a model of interaction and at the same time
delineation of the responsibilities of the Executive and the Judiciary.
Strengthening the independence of the Judiciary also requires that the
Executive, i.e. the Ministry of Justice, be restricted to creating the
necessary material conditions for its efficient functioning. These con-
ditions include the management and maintenance of court buildings,
providing the required materials and equipment, etc. The Sofia Regional
Court has proposed that the Inspectorate be removed from the structure
of the Ministry of Justice and that in the future control should not be
exercised by the Executive but by a new permanent body at the SJC, with
its own status, composition and powers regulated by the Law on the
Judiciary. It was also proposed that this body be composed of senior
magistrates, representatives of the Bar, citizens elected by the municipal
councils, etc.

• Toward Professional Governance Free of Corruption

In light of the problems discussed, several amendments to the Law on the
Judiciary adopted in 2001 can be evaluated as being superficial or non-
essential. What is necessary is to improve the work of the Judiciary
through democratization of its administration, including increase of
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the responsibility of magistrates; better regulation of the access to the
magistrate profession (judges, prosecutors and investigators); improving
qualifications and strengthening social control; introducing elections and
term limits for senior positions in the Judiciary; specifying the respon-
sibilities of the SJC; introducing competition for judicial appointments;
and regulating the professional requirements to judges, prosecutors, in-
vestigators and the other office holders.

Similar measures against internal corruption are also needed in all other
administrative units - they should include transparency of income and
property, other relevant information about the judicial office holders,
enhancement of the mechanisms for disciplinary sanctions against
magistrates, etc.

B.2.4. Court Administration

There was notable progress on several prioritary aspects of the reform in
the field of court administration in 2001.

Reforms in the Administration of 11 Pilot Model Courts

• More than 400 judges and court administration employees
underwent judicial administration training.

• Office re-organization aiming at one-stop shop service was
initiated.

• More than 400 PCs and other equipment were installed.

• An automated system for case management was created de-
signed especially for Bulgarian courts.

The newly created automated system for case management through-
out the entire Judicial system was presented at the first annual assem-
bly of the Bulgarian Court Clerks� Association in November 2001 and is
expected to begin functioning soon. It is nevertheless necessary to adopt
additional regulations to replace the out-of-date Ordinance No 28 of 1995

of the Ministry of Justice
and better regulate the
court administration, in-
cluding the rights and
obligations of the differ-
ent categories of the
court administration staff
as well as the position of
a court administrator.
Court administrators�
positions have already
been created within the
Supreme Court of Cassa-
tion, the Supreme Ad-
ministrative Court and
the Attorney General�s
Office. Legal regulation
of the status of the ad-

Source: CMS of Coalition 2000, SELDI
Note: SELDI data represents average values (1 - lowest, 4 - highest).

SPREAD OF CORRUPTION WITHIN THE JUDICIAL ADMINISTRATION

Bulgaria, October �01 Southeast Europe,
January �01
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Source: CMS of Coalition 2000, SELDI
Note: SELDI data represents average values (1 - lowest, 4 - highest).

SPREAD OF CORRUPTION AMONG JUDGES

Bulgaria, October �01 Southeast Europe,
January �01

ministrative staff of the Judiciary and the SJC is forthcoming.

To reduce everyday (�petty�) corruption in the interaction between the
court administrative staff and the citizens a new approach to adminis-
tration in the courts must be adopted, including a system of management
of the court�s records, human resources, distribution of cases among judges
and their progress through the courts, automation, a database for judges
in Bulgaria, building additional institutional capacity of the SJC, inlcuding
through setting up a National Coordination Office for the Court Adminis-
tration, training, preparation of a Code of Ethics for the Administration of
the Judicial system in Bulgaria, etc. Similar issues should also be considered
with regard to the investigation and prosecution administrations. All of
these measures should lead to the creation of clear, transparent and logical
rules which will facilitate fair administration of justice and curb op-
portunities for corrupt practices.

B.2.5. Magistrates� Independence and Qualification

Achieving stability of the institutions which guarantee supremacy of the
law is impossible without an independent Judiciary consisting of objective
and highly qualified magistrates of impeccable moral standards.

• With regard to the selection and appointment of magistrates during
2001 the need for competition based on detailed criteria defined in
the Law on the Judiciary and overseen by the SJC gained further support.
It is necessary to introduce periodical performance evaluation of
magistrates as well as evaluation at the end of the term before obtaining
an irremovable status and before promotion or raise of a magistrate�s
salary. All decisions on magistrates� professional careers, including
performance evaluations, should be made on the basis of the objective
criteria set out in the Law on the Judiciary. This goes parallel to the
provisions of Recommendation No P/94/12 of the Committee of
Ministries of the Council of Europe, dated October 13 1994 concerning
independence, efficiency and role of judges.

• With regard to the
magistrates� further
training in the past year
the Magistrate Training
Center (MTC) continued
to function successfully
and earned a deserved
reputation as a unique
institution to provide
training for already
appointed magistrates. In
the beginning, training
programs targeted main-
ly judges, but in 2001
prosecutors, investiga-
tors, civil servants at the
Ministry of Justice and
university lecturers were
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also included. Training curricula already include general courses on
European law and the Institutions of the EU and specialized courses in
international cooperation on criminal cases.

In the future, training should be orientated to a greater extent toward
persistent anti-corruption behavior and moral standing of magistrates;
to this end, a serious contribution can be made by a closer cooperation of
the MTC with non-governmental initiatives - Coalition 2000, the Judicial
Reform Initiative, etc.

The planned changes in the Center�s status - to become a separate in-
dependent public institution funded by the state - should provide con-
tinuity, stability, opportunities for long-term planning and functioning in
accordance with the actual training needs. The Draft Law on the Amend-
ments to the Law on the Judiciary, provides for the establishment of a public
institution for professional training of magistrates.

Subjects of public discussions which should take place before the adoption
of respective legislation:

• Performance evaluation and an adequate procedure for its im-
plementation before judges, prosecutors and investigators gain a status
of irremovability.

• Procedure for demotion of magistrates who do not have the necessary
qualities for performing their professional duties.

• Introducing competition for appointments of junior judges, prosecutors
in Regional Prosecution Offices and investigators.

• Creating a legal framework on requirements for magistrates� quali-
fication and its impact for the magistrates� progress in the professional
hierarchy.
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C. THE FIGHT OF CORRUPTION IN THE ECONOMY

The economy is one of the main spheres of interaction between the state
and the private sector as this is the realm in which public wealth and
resources are generally redistributed. The critical junctures of that
redistribution, i.e. the processes which have the greatest potential to
generate corrupt practices are privatization, public procurement, business
regulation standards including the system of corporate governance,
taxation and import and export control. The lack of well working and
transparent mechanisms in any of those fields generates corruption which
gets transferred to the other of the spheres of the economy and society
with adverse consequences for the structure of economic interaction as a
whole.

In comparison with the year 2000 the number of the privatization deals
in 2001 was considerably smaller (234 until the end of 2001 versus 589
for the previous year), which can be explained by the fact that the process
of privatization is now in its final stages. There are multiple reasons why
there is a general perception of dissatisfaction with the outcomes of
privatization, but most important are the drawbacks of the existing
privatization rules and the lack of effective post-privatization control. It
is not a surprise that the new government declared its intentions to review
quite a few of the privatization deals which were already closed. Such a
review, however, should be carefully carried out only if there are clear
indications of violation of the rules - otherwise it could turn into a �witch
hunt� decreasing the attractiveness of the Bulgarian economy for

investment both on
behalf of foreign and
local investors as well as
generating in its own turn
a new wave of corrupt
practices.

The experience so far
shows that the process
of privatization has
already constituted two
types of interests which
are being served by cor-
rupt practices, produc-
ing a social group of high
economic capacity,
namely:

C.1. Privatization and
Post-Privatization
Control

SPREAD OF CORRUPTION IN THE PROCESS OF

PRIVATIZATION

Source: CMS of Coalition 2000, October 2001
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• Acquiring public assets at a deflated price.

• Using the profits from the privatized assets for acquisition of new assets.

That is why the goal of serving the public interest through privatization
(highest possible sale price, large-scale investment, preservation of jobs)
has rarely been attained. Moreover, the existing conflicts between public
and private interests makes many people believe that the inclusion of
additional conditions to the sale price makes privatization deals
meaningless and only generates opportunities to evade legal obligations
by the parties as a result of corrupt practices.

With regard to the already closed privatization deals it could be said that
the existing mechanisms have provided a relatively fast transfer of
ownership; these mechanisms, however, do not provide sufficient
guarantees for compliance with the agreed upon obligations. The
preferential use of the privatization technique of �negotiations with a
prospective buyer�, the excessive reliance in the recent years on
employee/management stock ownership associations as main buyers and
the use of indemnifying promissory notes worth only a fraction of their
nominal value for payment created wide opportunities, often
accompanied by corruption, for the non-monetary obligations to be
avoided. The consequences of the deals on Balkan Airlines, Plama -
Pleven, etc. which became clear in the year 2001 represent illustration of
these practices. A number of these deals brought allegations of corruption
in addition to the fact that of considerable losses for the former owner
(i.e. the state) and practical liquidation of some of these companies as
effectively functioning businesses.

The sale of hotels and individual units of �Slunchev bryag� AD by the
Privatization Agency in September 2001 through a tender auction are a
positive example which shows the potential possibilities of auctions
as a privatization instrument (in comparison with the results from the
employment of the technique �negotiations with potential buyers�)

A large portion of the declared intentions of the new government
concerning the privatization process have already been included in the
Draft Law of Privatization and Pos-Privatization Control. This draft law also
contains a number of measures for prevention of corruption some of which
have been proposed multiple times by Coalition 2000:

• Restoration of the centralized management of the privatization process
by the Privatization Agency in order to make control over the individual
deals easier.

• Strict compliance with the principle of equal treatment of buyers which
has been violated so far by the preferential treatment of employee/
management stock ownership associations.

• Avoiding the use of indemnifying promissory notes for payment in
privatization deals.

• Using open auctions and initial public offerings at the stock exchange
as main privatization methods while negotiations with potential buyers
are practically excluded as a method of divestiture.

• Setting up of a specialized agency for post-privatization control in order
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to put an end to the practice when already privatized enterprises get
unreasonable waivers of obligations, reconsideration of the clauses
for the preservation of jobs and the nature of the business, excluding
requirements for compliance with environmental regulations, etc.).

• Creation of a public register of the privatization deals and post-
privatization control in order to make the process transparent and in-
formation about the deals accessible to the public.

At the same time it should be noted that some of the provisions of the
draft law still create opportunities and increased risks of corruption.
Here are a few of them:

• There is a discretionary authority of the Executive Director of the
Privatization Agency over what should be included in the privatization
deals. There are no provisions for control over the actions of the
Executive Director and his staff at different stages of the preparation
and closing of the deals.

• The authority of the Supervisory Board over privatization deals is
strongly limited - it is reduced only to formal compliance with the law.

• The new law does not specify even the basic rules for organizing
auctions, tenders and selection of privatization intermediaries and
consultants; this matter will be regulated by executive acts of the
Council of Ministers or by internal rules.

• Rules for reversing privatization deals as well as the financial
implications of such actions are entirely missing.

• There is no regulation on coordination the terms of the privatization
contracts with the industrial, sectoral and social policy of the
government.

• The legal regulation of the Agency on Post-Privatization Control is
fragmented. The actual prerogatives of this agency are in fact mentioned
only in one short paragraph. Such drawbacks in the legal provisions
on the controlling bodies which are supposed to protect the state�s
interests can, in general, create opportunities for corruption.

In addition it could be noted that the provision of the draft law does not
automatically ensure transparency and equal treatment in the course of
privatization. If there is no sufficient will for proceeding further in a trans-
parent way, even tenders may turn into a source of corrupt practices and
favor certain prospective buyers through putting specific terms as part of
the procedure, which only these buyers could possibly satisfy. A special
attention should be paid to the procedure of transfer of documentation
on already closed deals to be the new Agency of Post-Privatization Control.
This transfer of thousands of files from one institution to another creates
risks of �unintentional loss� of part of the documentation on certain deals,
either with the purpose of cover up of existing violations of the rules or
favoring of specific buyers as further control is hard if documentation is
missing.
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Corruption can exist in a transition context as well as within properly
functioning market economy. That is why targeting corruption in the
sphere of the economy is and should be a permanent task of the
government and the political class. The existence of a considerable gray
sector and a large volume of unaccounted for import of goods means
that in addition to the state in the country there exists a parallel system
of management of the economy, which controls about 1/3 of the
turnover. The horizontal and vertical links built by this parallel power
will not lose their importance even if there was a functioning market
economy in the country. Even in such circumstances considerable money
flows will pass through the state budget  That is why the claim that
development itself will solve the problems of corruption in the
economy is wrong: first, because the symbiosis between the state and
the private sector generates  the gray sector (i.e. the parallel power) which
will serve as a brake on economic transformations; and second, the
consolidated structures of this parallel power will always try to perpetuate
the existing channels of corruption. The control of a considerable part of
the national economic turnover provides the necessary resources for
maintaining the status quo.

In this context one should note that the practices of the new government
concerning the making of rules for the interaction between the state
and private business also involve controversial reactions. The stated
intention to set up a Council on Economic Growth with the Council of
Ministers including representatives of big business provoked public
criticism mainly because a number of these people have been allegedly
involved in shady economic activities. This, in turn, raises the problem of
formulating clear and transparent criteria for participation in such
structures as well as the need to specify what their functions and status
should be. The activities of the government so far reflect a conflict between
the political platform of the new parliamentary majority and the existing
economic realities. On the one hand, the bad shape of the Bulgarian
economy requires a mobilization of all available resources; on the other
hand, the main message of the new majority for honesty in politics and
economic policy is incompatible with the tainted reputation of a portion
of big business which the government is trying to work with.

The White Book of the Bulgarian International Business Association (BIBA)
contains criticism for both governments which have been in office in 2001
for the business environment in the country. Both Bulgarian business leaders
and foreign investors note the lack of clear communication channels with
the government.

The need for introduction of stable market mechanisms put on the agenda
one more issue - the regulation of the market for promissory indemnify-
ing notes - transactions with them have involved massive fraud as oppor-
tunities for corruption at both stages of issue and transfer are abundant.
Due to a fragmented legal regulation the market for these instruments is
under regulated and very volatile; it also lacks necessary transparency -
there is no registration of ownership change, there are no adequate
mechanisms for fair market pricing and protection of the rights of owners
and the other participants in the market, etc. The Draft Law on Transac-
tions with Indemnifying Notes submitted by the government to the Parlia-
ment provides for a unified regulatory framework of issue, transfer and
payment with such instruments aiming at an introduction of a market
mechanism for trade through the stock exchange, a reliable and unified

C.2. Conditions for
Doing Business and
Corruption
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system of registration of transactions and ownership change in the Cen-
tral Depositary, short and simplified procedures, etc. The adoption and
the application of these new regulations is expected to help achieve a
transparent and steady flow of trade in these instruments and as a conse-
quence - a radical decrease of the opportunities for corrupt practices.

C.2.1. Corporate Governance and the Supply - Demand Issue
within the Corruption Relations

While corruption demand on behalf of representatives of the adminis-
tration is determined in general by the nature of the relationship between
government and private business and by the state of public morality, the
supply side is a function both just of the existing interests but also of the
inner structure and rules of corporate decision-making. The principles of
corporate governance and its practice in the leading companies over the
world reduce considerably the opportunities for corruption. That is why
the introduction of sound corporate governance practices can have a
strong anticorruption impact over the supply side of corruption. Still,
there is a lack of adequate regulation in this field in Bulgaria, especially
with regard to disclosure of conflict of interests, which creates for serious
corruption potential; in other words, tolerance of non-compliance with
the rules of sound corporate governance leads also to tolerance of the
existence of opportunities for corruption.

This is the place to note that thanks to the efforts of Coalition 2000, the
Corporate Governance Initiative and civil society in general, anti-
corruption efforts in Bulgaria are directly related to the issue of legislating
and practicing sound corporate governance which undoubtedly is a
novelty for Central and Eastern Europe. Multiple measures for solving the
existing problems have been proposed but during 2001 they haven�t been
paid sufficient attention by legislators and regulators and have hardly been
taken into account yet in the preparation of new legislation. Among the
necessary changes which need to be introduced one should note:

• Restricting simultaneous participation of the same person in several
governing bodies; a necessary measure in this respect could be a
compulsory disclosure of board membership and limitation of the
maximal number of boards one can participate in.

• An explicit ban on the participation of state employees and
representatives of the government in boards of private companies.

• Introduction of the institution of the �external director�; and

• Creation and compliance with clear rules for disclosure and avoidance
of conflicts of interests.

Changes of the requirements for selection and functions of the members
of governing managing and controlling bodies of publicly traded com-
panies, requirements on disclosure and avoiding conflict of interests as
well as introduction of the position of a company director for investor
relations were proposed through the Draft Law on Amending  the Law on
Public Offering of Securities in 2001. Their goal is to establish high
professional standards for the members of the governing bodies of
joint stock companies in Bulgaria and to improve communication
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between investors and the management of companies. It is logical to
expect that if such texts are introduced and corporate governance
principles are progressively introduced in Bulgarian business the scope
of the supply side of corruption will be restricted too. The preparation of
a Code of Best Practices which is supposed to happen in the near future is
expected to induce Bulgarian companies to voluntarily comply with
principles of sound corporate governance, induce discipline and
discourage corruption.

So far it is still a norm that ownership rights in Bulgarian joint stock com-
panies are exercised in the interest of majority owners and to the detri-
ment of minority owners; enterprise interests are identified with their
managers� interests; there is no real distinction of the spheres of activity
of the different managing bodies. Contemporary forms of corporate gov-
ernance require introduction of rules and procedures for protection of
the interests of minority shareholders, clear mechanisms of disclosure of
corporate information and avoidance of the conflicts of interests. The
existence of such rules makes it more and more difficult to bribe officials
or politicians, make unregulated payments and cover up illegal activities.

The introduction of such measures, which could significantly contribute
to cutting down the opportunities for abuse and fraud, is possible only
through a radical and consistent reform of corporate governance, based
on the principles of maximization of shareholder value and clear
separation of the spheres of competence and the responsibilities of the
managing bodies of the enterprise.

C.2.2. Corruption and Public Procurement

Public procurement is a sphere of strong corruption pressure. Its legal
regime is formulated in the 1999 Law on Public Procurement, which was
not amended until the end of 2001 inspire of the criticism it provoked. Its
major deficiencies include:

• Insufficient transparency of the procedures for public procurement
which creates suspicions of corrupt practices.

• Slow and inefficient
appeal procedures which
often block the normal
flow of the process.

• Lack of control over
the preparation of
tenders which leads to
low quality of in the pre-
paration of prospectuses
and related document-
ation and thus distorts
equal treatment of the
candidates.

• Narrowly defined
scope of application of
the law with regard to

FREQUENCY OF ADDITIONAL PAYMENTS OR BRIBES IN RELATION TO WINNING BIDS
CONTRACTS OR INVESTMENT PROJECTS AND OBTAINING LICENCES (%)

Source: Global Competitiveness Survey, Vitosha Research and Center for Economic
Development (survey of 119 companies, February 2001)
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both the subjects of public procurement and the persons who may
open procedures for public procurement, which facilitates law evasion.

Besides the existing problems with the enforcement of this law it must be
noted that the first steps towards greater transparency have already been
made. A Register for Public Procurement has been set up with 7878 deals in
its database.

The criticism concerning the existing legislation in the field of public
procurement provoked proposals for amendments. At the end of year
2001 three new draft laws were submitted (two by individual members
of the Parliament and one by the Council of Ministers). They target further
harmonization of the procedures and eradication of the legal opportunities
for corruption and discretion. The basic principles for new legislation
should be:

• Guarantees for equal treatment of all candidates.

• Obligation of the contracting party to explain the reasons for its choice
among the participating competitors.

• Ban on discretionary amendments in the texts of the offers as well as
the contracts already agreed upon.

• More flexible approach to setting deadlines in the interests of all parties
involved.

• Opportunity for signing a framework contract for public procurement
in case of repetitive provision of goods and services.

• Additional guarantees of the transparency of the process.

C.2.3. State Regulation

One of the main sources of corruption stemming from the regulation of
economic activities is the existence of registration and licensing regimes.
The developments in this field in year 2001 concern mainly declaration
of intentions on behalf of both Bulgarian governments to revise the existing
regulatory framework. A large number of state agencies are involved in
licensing (about 1/3 of all) but it is hard to say how many regimes really
exist (the estimates vary between 450 and 526). The large number of laws
which introduce or cancel such regimes provide no serious obstacles for
modification of the existing regimes and even introduction of new ones
by various agencies through different procedures.

The attitude toward such a type of regulation is still very contradictory:

• As a form of state control licensing regimes are one of the ways to
reduce corruption by direct (administrative) control over economic
activities.

• At the same time, however, exactly because of the way this control is
exercised (direct control protecting public interest but opposing private
interests which are subject of control) licensing regimes themselves
generate considerable economic interests for evasion of control
through corrupt practices. The existence of corruption in turn calls for
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strengthening of government control and introduction of new re-
gulations, and so on.

The main reason for the emergence of such an ascending spiral of con-
trol is that state intervention in this sphere does not introduce mecha-
nisms for coordination of interests among the participants in economic
activities but it creates mechanisms by which administration imposes
its authority over the players in the economy. Thus interests are restruc-
tured in such a way that instead of taking into consideration the needs of
their business partners these players are motivated by the interests of the
administration. At the same time this administration supplements its be-
havior with a vision that if the state does not intervene in the regulation
of certain markets, then the risks that business interests will grow in a
direction against the public interest become much greater.

The accession of Bulgaria to the European Union creates additional
difficulties in the attempts to solve the problems of licensing regimes:
the provisions of the EU directives and regulations include a number of
licensing regimes in the member-states. The problem in Bulgaria is not
so much in the existence and the number of regimes but in the clumsy,
bureaucratized and badly organized implementation, which creates
opportunities for corruption. The issue of overregulation is, in fact, the
issue of administrative discretion instead of providing �one-stop� service
for the public. As a rule, obtaining a license in the EU and North America
is a rational and efficient process in which the licenser and the licensee
may never have to meet but just communicate through the Internet. Public
interest is defended through the practice of mandatory follow-up control
and the strict imposition of monetary sanctions, even criminal prosecution
in cases which qualify as fraud.

The current legislation is full of contradictory provisions like the one
described above and creates significant opportunities for corruption:

• It is possible to introduce in a discretionary manner registration and
licensing regimes - not only through laws but also through executive
regulations (for example ordinances); it is possible to keep an existing
regime even after the law which initially led to the introduction of this
regime was repealed.

• There is a lack of clearly formulated requirements for introduction of
the licensing and registration regimes themselves.

• There are contradictory provisions of different regimes as well as a
lack of horizontal coordination with regard to the authority of the
different state agencies concerned.

• It is acceptable that one and the same institution defines the content
of a regime and at the same time has the responsibility for control
over its implementation.

Obviously it is necessary to regulate the introduction of licensing and
registration regimes itself in order to optimize the regulatory framework
of business activities. New regimes should be introduced only by law -
only if there is important state or public interests involved and only if
there is no other way to achieve the desired outcome. The state should
exercise its regulatory authority not just for the sake of controlling in-
dividual business players - it should provide equal treatment so that each
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of them, taking into consideration his/her own interests, would participate
in controlling the others.

C.2.4. Taxation and the Gray Economy

The existence of the shadow economy is a product of the corrupt linkages
between private business and the tax administration. One of the stimuli
for corruption in this respect is the opportunity to save money if the size
of the bribe is lower than the size of the tax liability. A look at the current
income levels in the country shows that for the majority of the taxpayers
the size of the bribe and the amount of money saved by tax evasion is
pretty much the same. People with higher income and especially
corporations have a stronger incentive to evade tax laws through cor-
ruption, as there is big difference between the size of the bribe and the
amount of their tax liability. The size of the gray sector (it varies between
27 and 35 percent of the GDP according to different estimates) shows
that the tax evasion is a mass phenomenon. We have come to the
paradoxical situation in which delinquent taxpayers (i.e. economic agents
which are better-off) live at the expense of conscientious tax-payers (i.e.
the lower income groups), as tax collection has become a problem.

Obviously it is not the tax
rates per se, but the tax
structure and taxation
procedures, which de-
termine what part of the
legal economic activities
will be taxed in accor-
dance with tax laws.
Bulgaria is a country with
an average level of tax
burden but nonetheless
taxes are perceived as
heavy because of the low
income of the population
and the general weak-
ness of private business.
The creation of a system
of taxation which per-
forms stimulating and

social functions, is a pre-election priority of political party running for
government but the attempts to implement this in practice clash with
objective economic reality and results are often limited. The ambition to
restructure taxes by increasing indirect taxes and decreasing direct taxes
is believe to have a strong anti-corruption potential as it may help achieve
higher rate of tax collection and a decrease of the share of the gray sector.

We cannot help noticing the fact that for the last a few years the tax ad-
ministration has been undergoing a process of modernization. Year 2001
saw a lot of positive changes in the organization of the work of tax
authorities, as their strategic goal is to both guarantee revenue for the
budget and stimulate voluntary compliance with tax laws.

SPREAD OF TAX EVASION (%)

Source: Global Competitiveness Survey, Vitosha Research and Center for Economic
Development  (survey of 119 companies, February 2001)
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C.2.5. Corruption
and Import Controls

The open nature of the
Bulgarian economy in
which between 65 and
75 percent of the GNP is
realized through imports
and exports creates op-
portunities for the exist-
ence of illegal cross bor-
der activities. Like be-
fore, in 2001 the Bulgar-
ian customs authorities
were one of the basic
mechanisms involved in
the redistribution of na-
tional wealth. We can

judge about the scale of this redistribution from the surveys of Coalition
2000 according to which although smuggling were better controlled in
the period 1998-2000, 25-35 percent of the imports and the exports passed
through illegal channels.

In 2001 the state of gray import and smuggling in the country was marked
by two opposite trends. On the one hand, there was a constant increase
of legal import of goods, semi-manufactured articles and raw materials.
A basic factor for this positive development is the increased presence of
the big chains hypermarkets like Metro, Billa, Ramstore and the
supermarket chains Fantastico, Oasis and others in the country. Similar
positive influence comes from the presence of many multinational
companies, which continue their penetration in Bulgarian market either
directly or by cooperation with a Bulgarian partner.

On the other hand, in 2001 there was an increase of the pressure over
border control authorities to allow illegal and semi-legal import and
export of goods (unlike the initial years of the transition in Bulgaria when
smuggling was dominant after 1998 the prevailing violations involved
mainly import at lower prices, use of incorrect lists of goods, etc.). The
following important changes on the domestic market account for this
increase:

• The reduction of the sales of part of the mass and luxury goods due
to worsening economic situation of consumers.

• The changes in the structure of sales determined by the penetration
of the big hypermarket and supermarket chains which drove out of
the market part of the dominating until then elements of the chain
�large importer - wholesaler warehouse - retailer�.

Squeezed by reduced consumption and the completion of chain stores
some importers and wholesalers resorted again to using channels for
�cheap goods�, which led to a new search for parallel import-export
schemes.

Unlike previous years, in 2001 the situation in the customs authorities
was seriously influenced by the results of the parliamentary elections
in June. The year started with a management change in the five largest

SPREAD OF CORRUPTION IN THE TAX ADMINISTRATION (%)

Source: CMS of Coalition 2000, October 2001
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customs offices, later there were conflicts between the new director of
the agency - Emil Dimitrov and some of his staff, and finally the British
company Crown Agents was hired as a consultant for the overhaul of the
customs. The political changes in the country had a controversial effect:

• Constant personnel changes led to a disintegration of old schemes for
illegal import and export and seriously hampered smuggling and
parallel imports and exports.

• Chaos and fear among managers in the customs administration
shortened the horizon of rank-and-file customs officers and the latter
started cooperating with gray importers on their own trying to make
the �last quick buck� before an eventual dismissal or �a last favor� in
order to get a job working for somebody else.

In this sense when both
for the customs adminis-
tration and for the viola-
tors it became clear that
the elections would bring
changes illegal trafficking
intensified immensely.
According to expert and
importer estimates three
more channels were
open again passing
through Varna, Bourgas
and Capitan Andreevo. It
could be argued that by
the end of August there
was massive import of
goods levied with very
low customs duties. Ac-
cording to Coalition 2000
estimates building up re-
serves of goods in the
summer months rose to

almost 200 percent in comparison with the same period in previous years.
An emblematic example in this respect is the on the import of alcohol.
According to big international importers at the end of 2000 the Bulgarian
market resembled any other European market with about 10 percent of
gray import while in the middle of 2001 again almost 50 percent of the
imported alcohol had illegal origin.

An old phenomenon characteristic for the period 1997-1998 was revived:
since mid-April 2001 expectations for political changes brought to the
restoration of the practice of buying offices if no political protection
was available both by leaving managers and newly appointed managers.
The scandal in Rousse in November 2001 for the first time showed to the
public the large scale of selling and buying positions in the customs.

The event, which received the most controversial assessments in 2001,
was the change of the management team of the Customs Agency after
the parliamentary elections. The personnel changes and especially the
great number of dismissals of customs officers caused a strong negative
reaction. According to critics of the new director of the Customs Agency

TYPES OF SMUGGLING SCHEMES AND PARALLEL IMPORT
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mass dismissals brought chaos to the work of the customs authorities and
as a result the revenues fell dramatically (between 15 and 30 percent).
The charge of �mass dismissals�, however, has to be considered carefully.
In comparison with the dismissals in 1997 when 377 customs officers and
the heads of all 16 regional customs authorities were fired for the period
August - December only 258 people were replaced. At the same time the
information given by the Management of the Customs Agency shows an
increase of the revenues for the period September - November (according
to different publications - between 6 and 30 percent). Unfortunately, a
general assessment of the work of the Bulgarian customs since August
2001 is hard to do because of the lack of objective information. There
is still no account of the differences between the revenues declared at
the customs and the real revenues entering the state budget. Because of
lack of information the assessment method of mirror statistics can be
applied for the beginning of 2002 at earliest.

¯ ¯ ¯

Given the importance of the problem of corruption for the public the
anticorruption initiatives in the field of economy in 2001 could be
evaluated as modest (less intensive than the initiatives and priorities in
politics) and their effect as moderately positive (there is some progress
and positive experience in different sectors of the economy but the
necessary turning point has not been reached yet). The data from the
Corruption Monitoring System of Coalition 2000 shows that the intensity
of the different types of corrupt practices in the economy is relatively
stable. In 2001 it was clear both for the political elite of the country and
for the business community that corruption is among the major issues on
the economic agenda for the country. The solution to this problem should
be found immediately, which presupposes the introduction of modern
practices in the social organization of the economy.
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D. THE ROLE OF CIVIL SOCIETY

Anti-corruption initiatives and efforts launched by NGOs in Bulgaria
continued to face an essentially ambivalent attitude on the part of the
state in the course of the past year. More specifically, towards the end of
its term, the previous government wavered between the aspiration to
identify itself with the values of transparency and integrity, on the one
hand, and the reluctance to publicly debate the presence of corruption
at the higher ranks of the administration, on the other.

The divergence of interests between the civil society and the political
elite was amplified by the politicization of the debate on corruption in
the context of the parliamentary elections in June and the presidential
elections in November. This circumstance inevitably limited the capacity
of NGOs to reinforce their role in the fight for transparency and
accountability. In the intense pre-election context attempts by political
powers and figures to use civic organizations and initiatives to legitimize
themselves through anti-corruption rhetoric, on the one hand, and to
present the respective non-governmental sector as an element of their
own party periphery, on the other hand, once again became evident.
Notwithstanding the complicated situation, for the first time this period
was marked by the initiation of a form of civic control over the financing
of the presidential election campaign of one of the contenders (Petar
Stoyanov and Nelly Koutzkova) as a result of the efforts of public-private
partnership.

The attitude of the 38th National Assembly towards corruption was
equally marked by ambivalence as the parliamentary committees,
which were expected to combat it, could not incorporate the anti-cor-
ruption priorities in the agenda setting of the legislature. This adversely
affected the anti-corruption cooperation between the government and
non-governmental organizations. The inconsistent anti-corruption efforts
and the lack of match between political rhetoric and action contributed
to the alienation between government and the public and strengthened
the need for a civic participation designed to serve as a corrective mecha-
nism to inefficient use of power resources.

Negotiating public-private partnership mechanisms on a municipal
level also proved problematic. Indeed, there was an even clearer dif-
ferentiation of the attitudes among the local government representatives
who had initially expressed readiness to participate in the Coalition 2000
Local Government Transparency Program. Many pre-election com-
mitments made in this respect proved conjuncturally motivated and failed
to lead to the creation of permanent mechanisms of public-private partner-
ship or tangible anti-corruption measures within the frames of local
government.

The shape and the nature of civic participation in fighting corruption
continued to be largely dependent on the activities of Coalition 2000 and

D.1. Non-governmental
Organizations
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its founding NGOs joined by representatives of state institutions and
independent experts.

The main spheres of activity in this respect can be summarized up as
follows:

• Civic monitoring of corruption continued, most notably through
regular publication of the Coalition 2000 Corruption Indexes. In spite
of the absence of dramatic fluctuations in public attitudes and
perceptions the Corruption Indexes are increasingly perceived as an
important and actively used source of information on the spread of
corruption.

• Within the framework of the anti-corruption public awareness cam-
paign non-governmental organizations and their experts continued to
take an active part in shaping proper public attitudes to help prevent
corruption and reinforce the values of transparency and accountability.

• Labor unions tend to express civic protest against corruption on a
more regular basis. Their strong influence on society, representative
organizational structure and the impact of their anti-corruption
activities on the public make them an important actor in fighting
corruption. One should note the importance of the transparent rules
of interaction between these unions and private business. On the one
hand, the introduction of such rules would help limit corrupt practices
in private business; on the other hand, if clear regulation is missing,
then agreements, like the one recently signed by the �Vazrazhdane�
Club, big business and labor unions, can lead to alliances for pursuing
particularistic business or political interests.

• The consulting and expertise-sharing activity of Coalition 2000 on
anti-corruption issues in cooperation with various state institutions and
private companies grew in importance. Representatives of foreign state
and non-governmental organizations increasingly consult with
Coalition experts. Regional anti-corruption projects using Bulgarian
experience are also under way. An example of this is the Southeast
European Legal Development Initiative, which draws on the ac-
complishments of Coalition 2000 in corruption monitoring and
assessment and which includes non-governmental organizations from
a number of states in the region. In other words, Coalition 2000 is
increasingly perceived as a model of successful mobilization of the
efforts in the public and private sectors to fight corruption.

• There was a continued cooperation between non-governmental and
business organizations in the process of working out joint mechanisms
for assessment of the shadow economy and illegal trafficking, which
have serious adverse effect on society as a whole and legitimate
business in particular.

• Efforts to build a consultative mechanism for assessment and
measurement of the gray sector generated by illegal trafficking and
related corrupt practices of public officials continued in year 2001
involving Coalition 2000 experts as well as representatives of state
institutions (the Customs Agency, the Ministry of the Interior, the
Ministry of Finance, etc.) and experts from private companies with a
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vested interest in curbing the shadow economy and, more specifically,
unfair competition of illegal imports of goods. Through comparative
analysis and a specially developed methodology the dynamics of
illegally imported goods is monitored and corruption related to such
operations is measured.

• Anti-corruption training courses, introduced as an experimental
lecture series within the curriculum of Sofia University and the New
Bulgarian University, are gaining a permanent place in the curriculum.
A number of other educational establishments have shown interest in
this initiative.

• A number of anti-corruption initiatives on a municipal level within
the Local Government Transparency project, in spite of some lack of
consistency were launched. The introduction of the institution of local
ombudsman or the civic observers in a number of municipalities had
mixed results, largely due to the attitudes of local government
representatives and the local divisions of central institutions. In this
respect the following conclusions can be made:

- Most ambitious was the joint initiative of the Sofia Municipality
and the independent Center for Social Practices, a Coalition 2000
partner, to introduce the institution of local ombudsman. The
actual start of its activities, however, was delayed by court action.
This came as further evidence of the vulnerability of such initiatives,
for which there is no protection through proper legal regulations.

- Significant progress was achieved in other local projects (for
instance, in Shoumen and Varna) in the implementation of anti-
corruption projects - in spite of the existing initial doubts the activity
of the civic observers in identifying zones of non-transparency
within the municipal administration assumed a more regular
character and yielded tangible results. Attention was drawn to
bureaucratic barriers impeding citizens from monitoring the follow-
up on their complaints and reports as well as the lack of proper
coordination between various branches of the local government.
Such problems lead to unregulated interaction between citizens
and officials and to increased risks of corruption. Specific
recommendations aimed at greater accountability in the work of
municipal administrations were formulated.

- The attempt to introduce local mediators in Pleven proved
unsuccessful. The newly elected mayor appeared committed to the
goals of the anti-corruption strategy and Pleven was declared a
corruption-free city, with the municipal administration supporting
the introduction of a local ombudsman. Later, however, a proper
mechanism for interaction between the municipality and the local
structures of civil society was not established.

The institution of civic observer is novel to Bulgaria. Its activities and
functions include exercise of civic control and providing independent
expert assistance for further progress in the reform of local authorities
and guaranteeing transparency and accountability in the work of local
government institutions. Its advantage comes from the fact that it does
not require additional regulation through legal or other instruments and
can make the most of the existing Law on local self-government and local
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administration and the mechanisms of transparency and accountability
which are already in place.

Coalition 2000 Priorities for Local Anti-Corruption Initiatives:

• Providing assistance to intensify the work of municipal councils
and make use of the existing legal framework for limiting the
opportunities for corruption in the municipalities.

• Focusing efforts on exercise of effective control over municipal
council  decisions by permanent and ad hoc  municipal
committees.

• Exercising civic control over the activities of municipal council
members, including through regulation of their removal from
office in case of abuse of power.

• Improving the capacity for providing information services.

• Drafting proposals to eliminate existing ineffective mechanisms
within the municipal administration, duplication of functions as
well as blurring of the responsibilities of central, district, and
local authorities.

• Supporting the adoption of legislative measures providing clear-
cut legal and financial guarantees which ensure equal standing
and independence of local governments in line with the re-
quirements of the European Charter on Local Self-Government.

One notable aspect of the political change resulting from the par-
liamentary elections of June 17 was the new government�s commitment
on prevention of corruption. In this context the cooperation in a number
of areas in the ongoing public-private partnership was intensified to pro-
duce specific outcomes:

• First steps were made towards successful anti-corruption cooperation
between the executive and non-governmental organizations.
Coalition 2000 experts took part in drafting the National Anti-Corruption
Strategy. It contains a section on anti-corruption cooperation among
state institutions, non-governmental organizations, and the mass media.
This document underscores the importance of �building up mechanisms
and sound practices of partnership among state institutions, non-
governmental organizations, and the private media in spheres such as
public control over the activity of the administration; civil rights
safeguards; self-regulation through the practical implementation of
effective codes of conduct; initiating independent monitoring, and
launching anti-corruption public awareness campaigns�. The
importance of the activity of anti-corruption initiatives such as Coalition
2000 and Transparency International is also noted. The improved com-
munication between non-governmental organizations and key repre-
sentatives of the executive in the sphere of counteracting corruption
favors the creation of a sustainable consultation and cooperation
mechanism on a number of governance-related issues of public
concern. Nevertheless, at the present stage public-private partnership
in this area still tends to be sporadic and largely depends on the
good will of the respective ministers and their teams.
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• The radically different composition of the new National Assembly and
the establishment of a special Parliamentary Committee on the Issues
of Civil Society are preconditions for improved interaction between
the third sector and the legislature.

• The anti-corruption record of year 2001 is marked by an increased
activity of the Judiciary on prevention and imposing sanctions for
corrupt practices. In these circumstances public-private partnership
in reforming the Judiciary is enjoying increasing support. An il-
lustration of the existing opportunities in this respect is the Judicial
Reform Initiative, in which eight non-governmental organizations have
joined their efforts (see www.csd.bg/jri/).

• Within the framework of the third sector itself there is a growing
emphasis on the preventive function of civil society as contrasted
to awareness-raising, which was the initial focus of anti-corruption
efforts. Thus, a number of projects of non-governmental organizations
are establishing specific mechanisms of private-public partnership
aimed at curbing specific corrupt practices in various sectors of social
life.

It should also be noted that non-governmental organizations themselves
continue to be the target of corrupt practices. Little progress has been
made in introducing codes of ethics for the third sector, which sub-
stantiates public criticism on the activities of certain non-governmental
organizations which thrive on political protection and privileges.

With the political changes resulting from the parliamentary elections, the
Bulgarian media face a new situation:

• There has been a rise in public interest in the exposure of political
corruption among representatives of the former government. In this
new context the media have largely concentrated their efforts as
intermediaries in disclosing classified information alleging high-ranking
public officials� involvement in corrupt practices.

• The media have had a serious contribution to the interpretation of
the specific allegations of corruption of high-ranking government
officials. In this respect one has to admit that leading journalists suc-
cessfully formulate deep-rooted public perceptions by publicly ad-
dressing concerns generated at the level of mass consciousness.

• At the same time investigative reporting still faces serious financial,
political and legal obstacles in pursuit of its mission. The Law on the
Access to Public Information should be further elaborated to allow greater
transparency of state institutions and therefore facilitate the reporters�
work.

The considerable rise in media interest in corruption-related issues
has had the following features:

• The issue of political corruption was at the center of the public in-
terest. Moreover, the publications dealing with this phenomenon re-
vealed facts of familiar public figures in specific situations. Dozens of
publications in the national press covered the investigations of former

D.2. Role of the Media
in Fighting
Corruption
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ministers and MPs who
were charged with vari-
ous forms of abuse of of-
fice. Interest in corrup-
tion-related issues is sus-
tained by the new go-
vernment�s resolve to
shed full light on the acts
of the former ruling ma-
jority, including through
the publication of a
White Book on abuse of
office in the government
agencies and institutions.

• There have been new
developments concern-
ing media allegations of
corruption among go-
vernment officials from
previous years. Prelimi-
nary investigations were
initiated following seve-
ral media reports of cases

which raised public respect for journalists� contribution to anti-
corruption efforts. In the second half of 2001 an increased number of
publications/broadcasts targeted the �soft� forms of corruption:
trade in influence, conflict of interests and other forms of abuse of
public office. Clientelism has become a key term mentioned in these
publications, especially in the period since June-July 2001. The fre-
quency of its recurrence is about four times higher compared to the
same period of the previous year. Kinship terms (�cousins�) are also
highly recurrent in the press with reference to the same phenomenon.

Specific schemes of legal, but unethical, use of office by the incumbents
have been exposed:

- The practice of selling state-owned apartments to high-ranking
government officials at prices much lower than market value, which
has been going on since before the transition to democracy.

- The practice of including high-ranking government officials in
numerous boards of enterprises in which the state has a share.

- Excessive lavishness and improper expense accounts for public
officials.

As a result of the political change following the parliamentary elections
of June 2001 a new balance of power between the government and the
media came to being, having the following features:

• The media did not abide by the convention of a three-month period
of tolerance and started criticizing specific corruption-ridden actions
of representatives of the new ruling majority from the very beginning.
Thus, no honeymoon protection from critical publications and
broadcasts which used to be the case in each previous power shift in
the course of the transition in Bulgaria.

MONTHLY NUMBER OF ARTICLES ON CORRUPTION IN
THE PRESS*

Source: CMS - media monitoring .
*Media monitored: �24 Chasa�, �Trud�, �Sega�, �Standard�, �Pari�, �Novinar�, �Monitor�,

�Demokratzia�, �Duma�, �Kapital�, �168 Chasa� and �Banker�.
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• The public debate, which took place through the independent media,
was ideologically neutral and largely perceived as an expression of
civic rather than political interest.

•  The fight of corruption is increasingly treated in the context of the
debate on the need for a new political and managerial as well as for
administrative reform aimed at overcoming the existing statist model.

• In this context a more active role of the civic organizations
specializing in the protection of journalistic freedom became pos-
sible due to their resolve not to allow a reemergence of nepotism in
the interaction between the government and the media. Once more
prevention of political abuse of free speech and public interest took
precedence.

• The above-mentioned considerations do not rule out, however, the
risks of renewed restriction of the access to public information coupled
with censorship in the state electronic media and taking over the levers
of information control following the consolidation of the position of
the new government. The perceived lack of willingness or capacity of
representatives of the new majority to communicate with the media
so far sustains public concerns regarding a new possible status quo
in the government/mass media relations, which may not be
conducive to transparency and accountability.

It should be noted in conclusion that the positive tendency toward
intensifying the media pressure for greater transparency and integrity in
the public sphere will most likely remain as a permanent feature of
journalistic behavior in the coming years.
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E. DYNAMICS OF CORRUPT BEHAVIOR AND CHANGE
IN PUBLIC ATTITUDES TOWARDS CORRUPTION

The findings of the Corruption Monitoring System (CMS) of Coalition 2000
show that the evolution of Bulgarian society�s attitude towards corruption
has got to a new stage in 2001. Indeed, corruption and its specific mani-
festations are now in the center of public opinion and civic criticism.
Political confrontation often focuses on this issue and the possible
instruments for dealing with it. As a result of these developments in the
public space the following notable changes in popular attitudes and
Bulgarian citizens� patterns of behavior have occurred:

The Bulgarian public increasingly perceives corruption as one of
society�s major problems. Only unemployment and poverty outrank it.
The importance of the phenomenon of corruption has noticeably grown
over the last two years. Whereas in 1999 the average monthly share of
the citizens putting corruption among the top three problems of society
was 36%, in 2000 it was 39% and in October 2001 - 45%. One of the
factors which contribute to this evolution of public opinion is the
cumulative effect of the media coverage of corrupt practices; it also
represents indirect evidence that still anti-corruption measures have not
been effective enough in bringing down corruption to an acceptable level
adequate to the heightened public sensitivity to the problem.

• The public perceives that the phenomenon of corruption is still
widespread in Bulgarian society. The absence of notable fluctuations
in the �spread of corruption� index values suggests that this popular
assessment is unlikely to change in the short run which also implies
that corruption continues to be perceived as an extremely effective
instrument for addressing private problems. The general conclusion
which can be drawn is that even in 2001 according to the citizens of
Bulgaria the social realities  conducive to corruption remain
unchanged.

• A positive tendency towards higher moral standards and lower public
tolerance towards corruption has emerged. The Corruption Monitor-
ing System has detected a twofold process shaping the public opinion:
first, the rejection of corruption at the level of moral values and prin-
ciples, and, second, an increasing public sensitivity to the actual mani-
festations of corruption. Nevertheless, the �susceptibility to corruption�
index continues to be twice as high as the �acceptability in principle�
index which suggests that in Bulgaria corrupt behavior is sustained by
the pressure of circumstances rather than by the society�s value system.
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• A slightly positive
trend has emerged with
regard to the pressure
to pay bribes felt by citi-
zens from public sector
employees. Neverthe-
less, corrupt practices are
still largely the outcome
of direct and indirect co-
ercion. This is also a mat-
ter of personal choice in-
volving practical consid-
erations binding both
sides of a corruption-
marked interaction. The
frequency of the acts of
corruption remains
stable and unchanged -

in this respect year 2001 was no different from the previous years.

• The shift in the focus
of public criticism from
everyday corruption to
grand corruption has
been steady and consis-
tent. In 2001, the lower
levels of public adminis-
tration were paid less at-
tention as the Bulgarian
public concentrated on
the actions of the politi-
cal class and the higher
ranks of the government.
This implies that at the
level of mass conscious-
ness the phenomenon of
corruption is viewed pri-
marily as a problem of
the exercise of power

and is conceived in political terms. In turn, the efforts to curb corrupt
practices are perceived as an integral part of the process of democra-
tization of the country.

• There is also a continuing expansion of the range of corrupt practices
subject to stronger civic criticism. Unlike the previous year, in 2001
political corruption acquired specific dimensions, definite forms
and public personifications. At its core one can find privatization, nepo-
tism, the manner of financing, the budget allocation of the institu-
tions, the misuse of resources and influence as well as the specific
political figures engaged in such practices. The civic demand for trans-
parency and accountability concentrated on the technology of state
power and the means of controlling it.

• As a result of the two processes noted above a noteworthy change

ACCEPTABILITY IN PRINCIPLE

(BULGARIA, 1998-2001; SOUTHEAST EUROPE, JANUARY 2001)

Source: CMS of Coalition 2000; SELDI

Bulgaria Southeast Europe

SUSCEPTIBILITY TO CORRUPTION
(BULGARIA, 1998-2001; SOUTHEAST EUROPE, JANUARY 2001)

Source: CMS of Coalition 2000; SELDI

Bulgaria Southeast Europe
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has occurred in the
public�s focus on the ac-
tivities of state institu-
tions and the rates of
spread of corruption in
them. In 2001 the top
institutions ranked in
corruption were the cus-
toms administration, the
tax administration, the
Judicial system and the
police but at the same
time the legislative and
the executive branches
of power, as represented
by MPs and ministers,
were defined as centers
of grand corruption .

These popular perceptions have undergone positive evolution since
the parliamentary elections of June 2001 which brought a new par-
liament and government to office.

• The focus of public
attention on the mecha-
nisms of exercising
state power has led to a
change in the citizens�
perceptions of the factors
for the spread of corrup-
tion. In 2001, the relative
weight of the leading fac-
tor, namely, the use of
public office for personal
gain, increased substan-
tially. The causes of the
spread of corruption
originating from the inef-
ficiency of social control
(legislative, judicial, and
administrative), how-
ever, remained un-

changed. This indicates that in Bulgarian society there is still a lack
of sufficiently viable instruments for restricting the use of political
power for personal, group, or party interest.

• A very symptomatic development occurred in year 2001. Citizens used
the parliamentary elections as an instrument to exercise control over
the political class. The retrospective CMS data indicates that in the 12
months preceding the elections public assessments of the rate of cor-
ruption, compared to earlier periods after 1990, were extremely unfa-
vorable to those in power. Regardless of their accomplishments in the
field of foreign policy, as well as the financial stabilization, the politi-
cal force dominating the legislature and the executive was perceived
as corrupt in general, in particular, involved in the grand corruption

CORRUPTION PRESSURE

(BULGARIA, 1998-2001; SOUTHEAST EUROPE, JANUARY 2001)

Source: CMS of Coalition 2000; SELDI

Bulgaria Southeast Europe

INVOLVEMENT IN CORRUPT PRACTICES

(BULGARIA, 1998-2001; SOUTHEAST EUROPE, JANUARY 2001)

Source: CMS of Coalition 2000; SELDI

Bulgaria Southeast Europe
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taking place in high-risk
zones such as privati-
zation, public procure-
ment, customs, etc. A
comparison of the dy-
namics on the issue of
when corruption was
greater - before or now?
with that on indicators,
such as moral acceptabil-
ity and corruption pres-
sure, one can see dra-
matic fluctuations of the
index values.

• The public�s increas-
ing sensitivity to grand
corruption was most
conspicuously revealed

in the parliamentary elections of June 2001. In those elections the
public�s anti-corruption attitudes found a proper political
instrument for punishment of the political authorities which were most
closely associated with grand corruption through active involvement
or foot-dragging in counteracting it, and to give a chance to others
who adopted the anti-corruption cause. The political force which won
the parliamentary elections (NMSS) made the fight of corruption a
key priority in its election campaign which clearly contributed to its
success.

• The fact that anti-corruption rhetoric and anti-corruption strategies
enjoy strong demand is a proof of the Bulgarian public�s increased
sensitivity to this subject.

• At the same time one cannot help noticing a negative tendency in the
public�s perception of corruption. Within this perception, corruption
exists in two modes:

- Grand corruption (in the sphere of the government, politics, the
abuse of instruments of power, etc.).

- Petty corruption (in the sphere of everyday life, access to public
services, social control over the citizens).

The excessive interest in grand corruption weakens the sensitivity to small
corruption, makes it �the lesser evil�, something we can live with, and
often something we cannot even live without.

Another negative effect of the excessive sensitivity to grand corruption is
that it generates a presumption of guilt for politicians, political parties,
the public administration and, most notably, the democratic institutions
of power. Anti-institutional attitudes create an environment conducive
to corruption as they legitimize mid- and lower level corruption.

• As a result of the change at the top levels of the legislative and executive
branches of power toward the end of the year a statistically significant
increase in citizens� optimistic attitudes appeared for the fist time since
1998. The change is largely a result of heightened expectations from

SPREAD OF CORRUPTION: COMPARATIVE ASSESSMENT OF THE
PRESENT SITUATION AND THE SITUATION UNDER THE PREVIOUS

GOVERNMENT
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CORRUPTION EXPECTATIONS

(BULGARIA, 1998-2001; SOUTHEAST EUROPE, JANUARY 2001)

Source: CMS of Coalition 2000; SELDI

Bulgaria Southeast Europe

the new government�s anti-corruption activity rather than a
reflection of real change. Whether this positive shift will become a
lasting tendency, however, will depend not so much, and not only, on
the resolve of those in power not to allow corrupt practices in their
own ranks. The will to reinforce intolerance to corruption in all of its
forms also needs to be accompanied by proper legal norms and
institutional practices.

This process is rather complex and should involve efforts in at least four
different directions:

• Radical increase of transparency in the risk zones: privatization, public
procurement, subsidies, licensing, customs, etc.

• Introduction of effective anti-corruption legislation.

• Completion of legislative amendments to minimize the possibilities
for abuse of public office for group/party or personal gain through
trade in influence.

• Institutionalization of civic control over the risk zones associated with
both grand corruption and other common corrupt practices.

There is a strong need for new regulatory mechanisms which should be
at the same time legitimate, morally acceptable and practically effective.

Based on the findings of
the Corruption Monitor-
ing System one can con-
clude that the Bulgarian
public associates cor-
ruption primarily with
the mechanisms of po-
litical power .  Public
opinion demands trans-
parency, accountability
and personal responsibil-
ity for the exercise of
power. The results of the
2001 parliamentary elec-
tions heightened public
expectations for effective
anti-corruption policies
by the government ac-
companied by real prac-

tical measures. Six months later, the demonstrated level of determina-
tion by the political class to counteract corruption has not met yet
these expectations.

The evolution of public attitudes toward the dynamics of corrupt behavior
in the period since mid-1998 has gone through several successive stages:

1. Emergence of corruption as a public issue (1998).

2. Acknowledgement of the existence of corruption by the political elite
and the executive (1999).
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3. Outlining the specific dimensions of the phenomenon through a dis-
closing a number of high profile instances of corruption (1999-2000).

4. Focusing public attention on the mechanisms of exercise of political
power and related specific instances of corruption (2001).

The main priority for future action is the need to move further at a faster
speed to the implementation of systematic anti-corruption measures.
This is demanded by the Bulgarian public and the strategic interests of
the nation.
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F. INTERNATIONAL COOPERATION AGAINST
CORRUPTION

A traditionally �exotic� issue, out-of-bounds for the diplomatic exchanges
during the cold war, corruption was catapulted into the agenda of the
international community in the early and mid-1990s. By 2001, most
international institutions and multilateral agencies have mainstreamed
corruption into their programs. It has also become an issue in the en-
largement of the European Union.

One of the effects of globalization on corruption is that it has made it
much more difficult to contain. This has significantly diminished its treat-
ment as a sensitive issue in international exchanges and has facilitated its
inclusion into the development agenda of many international institu-
tions. Diplomatic considerations of non-interference in internal politics
do not apply when there is international consensus that a particular issue
belongs to the core of development concerns.

Coalition 2000 has been placing a strong emphasis on the cooperation
with and involvement of the international community in its anti-corruption
efforts in Bulgaria and regionally in Southeast Europe. In this emphasis,
the Coalition aimed at two objectives:

• To facilitate the provision of international involvement for national
anti-corruption efforts, and

• To mobilize public support for international anti-corruption programs
in Bulgaria.

In 1998, in its Anti-Corruption Action Plan �Clean Future�, the Coalition
noted that �Bulgaria�s cooperation with the international organizations
concerned with this problem is still lagging behind the country�s need for
support in counteracting corruption. It would appear that there is as yet
no adequate appreciation of the individual approach of each of the various
international organizations and hence, of the different possibilities for
cooperation.� The conclusion at the end of 2001 is that the pursuit of
these objectives is still very relevant.

National anti-corruption programs need international assistance to be
effective but equally, if not more importantly, they need to generate and
respond to local civic demand. Thus international institutions, govern-
ments and civil society should all be considered when evaluating the
impact of international anti-corruption cooperation.

Developments as regards Bulgaria�s international anti-corruption
cooperation during 2001 will be assessed in view of:

• The government�s cooperation with various international initiatives
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and institutions active in the area of anti-corruption.

• The activities of foreign development agencies and their cooperation
with government and civil society.

• The regional implications and causes of corruption and anti-corruption
initiatives in Southeast Europe.

• Legal Standards

Bulgaria has been continuingly active in its adoption of the advanced
international anti-corruption standards embodied in the various inter-
national legal instruments developed in the past several years.

As a result, the government, in particular the Ministry of Justice, has
built significant capacity as regards the process of adoption of the inter-
national legal standards in the field of anti-corruption, notably the OECD
Convention on Combating Bribery of Foreign Public Officials in International
Business Transactions and the Council of Europe Criminal Law and Civil Law
conventions. Bulgaria�s accession to these instruments was commented in
the 2000 Corruption Assessment Report. The introduction of key provisions
of these conventions in the Bulgaria legislation continued in 2001 with
the formation of a task force of experts developing draft amendments to
the Criminal Code (this is further elaborated in Chapter B.1. above).
Bulgaria has also continued to cooperate actively with the auxiliary and
monitoring bodies of the CoE and OECD conventions, in particular with
GRECO and the Working Group on the OECD convention.

• Government�s Attitude to the Broader Anti-corruption Efforts of the
International Community

Admittedly, there was a proliferation of international initiatives aimed at
monitoring the progress of transition countries, particularly those in Central
and Southeast Europe to combat corruption. Most of these initiatives did
not account for other existing mechanisms or the other international
institutional affiliations of a given country and there has consequently
been little in terms of coordination among these initiatives.

The former Bulgarian government, however, misinterpreted the enhanced
international concern with corruption in Bulgaria and distanced itself from
a number of initiatives. Notable examples were its attitude towards the
Stability Pact Anti-Corruption Initiative (discussed further in F.3. below)
and its failure to send a government delegation to the Second Global
Forum on Fighting Corruption and Safeguarding Integrity held in the
Hague in May. The Forum was a follow up to the first meeting hosted by
the US Vice President Al Gore in 1999 in Washington. The country also
did not participate in the consultative meeting of the countries of Central
and Eastern Europe and was not included in the Joint Position of the
Participants at the Consultative Meeting of CEE Countries on Fighting
Corruption, adopted in preparation of the Forum.

To be sure, there is a possibility that what is domestically an awareness
campaign aiming to sensitize policy makers and increase public
intolerance by emphasizing corruption issues in the public debate, inter-
nationally could be interpreted as deteriorated governance, thus mistaking
the symptom for the disease. Nevertheless, the Corruption Perceptions

F.1. Government
Cooperation with
International
Organizations and
Initiatives
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Index published annually by Transparency International, points that
enhanced corruption awareness in Bulgaria has had exactly the opposite
effect - Bulgaria climbed from 67 (out of 85 countries) in 1998, to 47 (out
of 91 countries) in 2001, now sharing the rank with the Czech Republic.

The former government, however, failed to appreciate that main-
streaming corruption both into public debate and government policies
is an important condition for building trust among the international
community towards the country. Although the government might have
had some legitimate concerns about the approach of the international
community in this area, its diplomatic awkwardness was counter-
productive in trying to persuade Bulgaria�s international partners in its
anti-corruption credentials.

One of the consequences of the change of government in 2001 in regard
to anti-corruption, has been a changing understanding of the signi-
ficance of active national anti-corruption programs for the country�s
international integration efforts. While previously the public debate on
corruption was seen as, for example, compromising Bulgaria�s EU acces-
sion speed, there is now growing appreciation that it is a crucial trust-
building area with Bulgaria�s international partners. An indication of this
change is the National Anti-Corruption Strategy, adopted in October, which
has been a requirement of Bulgaria�s EU Accession Partnership for three
years now. In fact, the pendulum might have swung to the opposite ex-
treme - the new government was rightly criticized that the Strategy was
better promoted abroad than to the Bulgarian public.

• Foreign Technical Assistance

There have also been increased efforts to incorporate foreign technical
assistance into anti-corruption related reforms in various government
ministries, in particular related to law enforcement.

A significant development in the latter part of 2001 has been the govern-
ment commitment to pursue radical customs reform, including with
significant foreign assistance. In November, the Ministry of Finance
signed a three year agreement with the British consultancy Crown Agents
to provide expert assistance in the customs reform. The foreign assistance
to the customs could have a positive effect in the fight against corruption,
particularly as anti-fraud measures will be one of the priorities of the
contract.

Enlisting external private managerial support for such a sensitive and im-
portant public service area points to a strong commitment of reform and
sends the right signal to both the Bulgarian public and business and
to the international community. The move could be of crucial impor-
tance for this county�s economic recovery and for the success of its integ-
rity-driven efforts to curb contraband and related corruption. At the same
time, precisely because the contract is with a foreign private agency it
should be implemented under conditions of utmost public transparency
and accountability. In addition, the involvement of a private company
makes it crucial for the government to ensure the protection of the com-
mercial interests of third parties. This is particularly relevant in terms of
adequate commercial data protection measures, including such related
to the protection of intellectual property rights.
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One of the most important factors ensuring the success of international
assistance and best practice exchange in sensitive and broad areas such
as corruption is the involvement of all stakeholders in the process, both
public and private. This is particularly relevant in Bulgaria, where there
have been strong civil society organizations developing throughout the
1990s that can provide sustainability and generate support for these efforts.
Nevertheless, international organizations, notably the European Union,
are still not incorporating civil society into their anti-corruption programs
in Bulgaria.

International Anti-Corruption Assistance in Bulgaria 1998 - 2001:
Lessons Learned

1. Anticorruption mechanisms in foreign assistance. Some de-
velopment agencies emphasize corruption prevention in their
assistance programs to Bulgaria. Enhanced transparency and
accountability requirements need to be routinely built into the
financing of projects from foreign and international sources, and
implemented by both government and non-governmental orga-
nizations, to prevent corruption in the absorption of funds.

2. Domestic and international aspects of accountability. Many
anti-corruption projects sponsored by international agencies in
Bulgaria receive little publicity about their objectives and
outcomes and thus generate little public support. Accountability
to local constituents should be encouraged as much as ac-
countability to foreign donors.

3. Linkages. International concern about corruption in Bulgaria
rarely translates into tangible pressure on the government to
implement anti-corruption programs. International assistance -
lending, technical and financial assistance, investment guaran-
tees, etc - in particular coming from the European Union and
the World Bank, needs to be linked to the implementation of
targeted anti-corruption measures.

4. The implementation of anti-corruption programs through pub-
lic-private partnerships should become a standard requirement
of international assistance in this area. USAID is the only agency
that has specifically supported this approach. In general, bilateral
development agencies (of countries like USA, UK, the Nether-
lands) than the international agencies (European Union, IMF, WB,
EBRD, UNDP) are more willing and better equipped to involve
civil society in its assistance, although few provide linkages to
government assistance projects.

5. Although all donor agencies identify other relevant activities
during the feasibility stage of their anti-corruption programs, few
build provisions about interfacing with other ongoing donor
projects into their implementation requirements.

In 2001 the United States Agency for International Development
(USAID) continued to be one of the most significant contributors to anti-
corruption programs in Bulgaria. USAID places a particular emphasis on
building local anti-corruption coalitions between the various stakeholders.
The benefit of supporting such partnerships was particularly evident in
2001, when the public-private nature of USAID supported Coalition 2000,

F.2. Activities of
International
Organizations and
Development
Agencies
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which provided crucial continuity in national anti-corruption efforts during
the change of government.

As a follow up, USAID has announced the continuation of this support
through the implementation of a large scale, three year project aimed at
supporting anti-corruption public-private partnerships as well anti-
corruption efforts in public procurement and public finance auditing.
Specific beneficiaries will be the National Audit Office, the Procurement
Office at the Council of Ministers, and several other government ministries.
A strong civil society component is also part of its project.

Anti-corruption is also one of the pillars of USAID�s five year strategy for
assistance in Bulgaria which was discussed during 2001 with a variety of
government and non-governmental stakeholders.

For the first time corruption was incorporated into Bulgaria�s European
Union accession agenda through the adoption of the Accession
Partnership in 1999. Notably, it linked anti-corruption measures in law
enforcement with the broader efforts to fight crime. Most importantly,
the document set as the most important short term priority (i.e. to be
implemented by end 2000) the adoption of a comprehensive government
anti-corruption strategy. The previous Bulgarian government attracted
criticism from the Commission for failing to implement this provision.

It is important to emphasize that Bulgaria�s preparations for accession to
the European Union have been one of the most significant factors
contributing to the establishment of the rule of law and the development
of a market economy. During the past few years the European Commission
has been increasingly concerned that rampant corruption in the country
seriously undermines these efforts.

The problem of corruption entered into the EU accession debate in

The Commission�s Evaluation of Corruption in Bulgaria (2000 - 01)

Corruption continues to be a
very serious problem in Bulgaria.
Whilst it is hard to know its
extent, the persistent rumors
about corrupt practices at
various levels of the administ-
ration and the public sector in
themselves contribute to tainting
the political, economic and
social environment... Whilst
allegations of corruption are rife,
it is difficult to obtain concrete
information on how the judicial
system is dealing with corruption
cases.

Regular Report 2000, p. 17

Whilst there have been some
improvements since last year, in
particular in the legal frame-
work, corruption continues to
be a very serious problem in
Bulgaria. According to several
surveys since the last Regular
Report, customs, the police, uni-
versity teachers, business
people, public sector officials
who have close contact with the
public and the judiciary were
perceived to be among the most
corrupt professions... there is a
decrease in public acceptance
of corruption and civil society
has been active in raising aware-
ness and putting corruption on
the political agenda.

Regular Report 2001, p. 19
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Bulgaria by the 2000 Regular Report in the European Commission on the
country�s readiness for joining.

As is evident from the table, there has been a tangible change in the
European Commission�s evaluation of Bulgaria�s anti-corruption progress.
In contrast to the 2000 report, which made a rather general evaluation,
the 2001 Report adopted a more precise approach referring to existing
surveys and identifying some areas of particular concern. However, some
of the areas involving the most serious corruption risk, such as customs
and privatization, were not identified as priorities for anti-corruption work.
This change is important as it should translate into a better correspondence
between the problems identified in the regular reports and assistance
priorities of EC to Bulgaria. In this context, it would be appropriate for
the Commission to apply clear-cut criteria for evaluating the progress
in anti-corruption in the country and how the respective governments
are dealing with this issue.

This could help overcome the divergence between the Commission�s
evaluation and its assistance activities in Bulgaria. One the one hand,
successive Bulgarian governments failed to prepare any significant anti-
corruption programs to be supported by the Commission as part of its
pre-accession assistance, regardless of the Accession Partnership
requirements. On the other, the Commission could have made the
development and implementation of anti-corruption programs a stronger
condition of its assistance. The difference between the Commission�s
expressed concern about corruption and actual anti-corruption projects
can be expected to be overcome through the Commission�s intention to
support activities proposed in the government�s Program for  Implementation
of the National Anti-Corruption Strategy. There are indications that there
will be more emphasis on anti-corruption in projects developed under
the national PHARE 2002 program. Towards the end of 2001, the
government has also been proposing to the Commission new anti-cor-
ruption projects, in particular those focusing on law enforcement and
the judiciary. These can be expected to provide a vital link between the
Commission�s assistance with administrative reform and a matching effort
in the field of judicial reform, an area still with little Commission
contribution.

The Commission has been supporting an anti-corruption twining project
on strengthening the public prosecutor�s office. This is a key area of anti-
corruption reform in Bulgaria, and the project could benefit from more
publicity about its aims and results. Experience shows that twining projects
have a considerable potential for transferring technical expertise and could
be expected to have a particularly good impact in the field of anti-
corruption.

In 2001, the World Bank discussed its Country Assistance Strategy (CAS) for
Bulgaria for the period 2002-2004. The process of discussion and the wide
range of public and private institutions involved in it is an indication of
the Bank�s acknowledgement of the capacity of the country to �own� its
development agenda. In a number of its priority areas the CAS refers to
anti-corruption programs as a pre-condition of the success of assistance
and reforms. The Bank has a considerable analytical potential which can
be used by the government in the development of anti-corruption projects,
and its emphasis on survey and diagnostics. It is also the only foreign
development agency that carries out its own corruption surveys.
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The Bank could provide a stronger link between its lending programs and
measurable anti-corruption progress in the relevant areas - e.g. to factor
anti-corruption into its lending volumes� scenarios. It would also be
appropriate to include anti-corruption in the Bank�s active grant program,
which is designed to support the Bank�s main lending activities in the
country. The government, for its part, as well as civil society, for that
matter, needs to take extra precautions that borrowing from the Bank is
corruption-free since loans are repaid with taxpayer�s money.

The Dutch government is also a major bilateral donor with an interest in
anti-corruption. Through its MATRA KAP program, in 2001 it supported a
number of NGO-implemented civic initiatives in this area, some of which
are at the local government level. The program provides important support
to the civic sector in anti-corruption but could benefit more from improved
linkages to assistance provided to public institutions.

In 2001, the United Nations Development Programme (UNDP) carried
out an evaluation of the potential areas of UNDP assistance in the area of
anti-corruption. Importantly, one of the main points of emphasis was the
potential for supporting partnerships in the field. Another encouraging
development has been the inclusion of anti-corruption efforts in the
agenda of the Second Regional Cooperation Framework for Europe and the
Commonwealth of Independent States (2002-2005) of the UNDP. A positive
example of the public-private approach was that in 2001, the UNDP
consulted a number of government and non-governmental organizations
in Bulgaria on the priorities of the cooperation framework.

In the last few years, both in Bulgaria and among the international
institutions, there was an increase in the understanding that the regional
approach should be one of the main emphasis in combating corruption.
In general, regional instability in the past ten years has undermined ef-
fective law enforcement throughout the region, has raised considerably
the cost of regional trade, and thus the stakes of smuggling, which con-
sequently has become a breeding ground for organized crime on a regional
scale. Presence in the SEE of a gray economy, and even outright criminal
zones, has been the main dynamic behind high levels of corruption.

Cooperation with regional anti-corruption initiatives, led by the
international community, has also been uneven for Bulgaria. Although it
was initially very supportive, over the past two years the former govern-
ment started to view international anti-corruption cooperation with
increasing concern. Enhanced international concern over corruption in
Bulgaria was construed as a tacit attempt to sideline Bulgaria in the process
of European integration.

In particular, during the first half of 2001, the Bulgarian government voiced
concerns both about the general role of the Stability Pact and its ef-
fectiveness, as well as about the role of Bulgaria. Several arguments were
put forward as follows:

• Bulgaria needs to participate as a �resource�, rather than a
�beneficiary� country in the Stability Pact Anti-Corruption Initiative
(SPAI).

• There is a contradiction between the scope and genesis of the problem -
corruption bred by political instability (meaning that this pertains to

F.3. Regional Aspects
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area of the so called Western Balkans) - and the platform for solving,
namely all of SEE countries, including those on EU and NATO accession
track.

• The Pact and SPAI do not account for the widely varying levels of
development and do not distinguish between countries contributing
to and those undermining stability.

• Bulgaria is already participating in a number of monitoring procedures
that include assessment of corruption (GRECO, EU regular report,
OECD convention, etc) which makes SPAI monitoring redundant. For
example, in July the government pointed out that Bulgaria should be
part of SPAI only through the fulfillment of the criteria of the Justice
and Home Affairs chapter of its accession to the EU. Whether these
arguments had aimed at exerting additional pressure with respect to
lifting the Schengen area visas for Bulgarians, is a matter for another
discussion.

Thus, the government faced a dilemma with the anti-corruption efforts
of the Stability Pact. On the one hand, it worried that being linked to
the stabilization agenda of the Western Balkans, including in the field
of anti-corruption, could slow it down on the road to the EU because of
shifting priorities and diverted resources, particularly in the public adminis-
tration. This was particularly relevant from the point of view of the tangled
web of overlapping monitoring procedures the government was referring to.

On the other, the Stability Pact is an important platform for dealing
with continuing instability and security risks, which undermine
democratization and diminish already low investor confidence. More im-
portantly, the Pact was a very good opportunity for attracting support
and investment for crucial regional infrastructure projects which Bulgaria�s
future depends heavily on.

Balancing involvement in regional cooperation initiatives, particularly in
sensitive areas such as anti-corruption, with an accelerated EU accession
process would not be an easy task for any Bulgarian government. The
government will, however, always bear the burden of responsibility for
convincing Bulgaria�s international partners that EU accession is not being
used as an excuse for disengagement from joint measures against
problems with as many cross-border roots as those present in the
Balkans.

Last year�s Corruption Assessment Report identified the positive example
for cooperation between pubic and private institutions of the Southeast
European Legal Development Initiative (SELDI). As Bulgaria plays a
leading role in SELDI through the introduction of a Regional Corruption
Monitoring System (RCMS) in Southeast Europe, it has turned into an
effective mechanism of peer pressure for governments in the region to
adopt anti-corruption measures. Within RCMS, the first ever region-wide
corruption diagnostics  were carried out in Albania, Bosnia &
Herzegovina, Bulgaria, Croatia, Macedonia, Romania, and Yugoslavia on
the basis of a uniform methodology. Based on the successful im-
plementation of the Corruption Monitoring System of Coalition 2000 in
Bulgaria, the RCMS ensures comparability of results between countries
and over time. It is based on the experience of citizens from each country
with corruption which gives the opportunity to explore the �insider� view
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on corrupt practices. RCMS also shows the public significance of the
problem of corruption and the extent to which corruption has penetrated
into the various sections of these societies. It therefore allows a comparison
of the public sectors most affected by corruption thus providing objective
data for the design of regional anti-corruption policy instruments.

SELDI�s anti-corruption efforts point to similar problems facing a number
of public agencies, notably law enforcement and the judiciary. In addition,
believing that the lack of an efficient public-private mechanism to tackle
soft security issues (illegal trafficking in drugs and human beings,
commercial fraud and money laundering, organized crime, etc) in SEE is
a key deficiency to any regional plan for stability and restoration of the
rule of law in this part of the world, the SELDI anti-corruption team is
working in cooperation with public and international bodies on a policy
analysis and recommendations report on the impact of the these illegal
activities on corruption in the region.

¯ ¯ ¯

The major challenge to corruption monitoring and assessment in Bulgaria
is the excessive political rhetoric in the efforts to deal with the issues of
transparency and accountability of the authorities.  The frequent
references to the values of anti-corruption may sometimes blur the true
essence and orientation of a given policy. Ultimately, the anti-corruption
rhetoric reflects the belated realization by most political parties the
boomerang effect of any compromising approach to this problem.

Notwithstanding the difficulties, the formula of public-private partner-
ship in counteracting corruption is as relevant as ever. The participation
of non-governmental organizations in formulating the general framework
of the anti-corruption efforts, the independent monitoring and assessment
of corruption that has been carried out for several years, as well as the
introduction of a number of pilot initiatives, such as the local ombudsman,
into the social practice all point to the large potential of civil society�s
role in fostering transparency and integrity.
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