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Introduction
The Center for the Study of Democracy marked its 20th anniversary in 2010. Over
the past two decades, CSD has established itself as the most influential public policy
institute in Bulgaria. Its policy proposals targeting the most pressing socio-economic problems have regularly been implemented in practice. Through its contributions
CSD has bridged academic expertise and policymaking. Often described as a “think
and action tank” due to its proactive stance, the Center for the Study of Democracy
has been one of the few civic organizations with a significant and long-standing
impact on the public policy agenda of the country. As early as the mid 1990s, it
became CSD’s mission to contribute to the public discourse on practical measures to
systematically analyze and counteract corruption and organized crime in Bulgaria.
Nowadays, the Bulgarian government sees the resolving of these problems as key to
gaining the trust of Bulgarian citizens and its European partners. CSD has devised
and successfully implemented a system of objective indicators of corruption and
organized crime risk at national and European level. Thus the Center obtained the
necessary empirical background to propose practical policy solutions and exercise
civic control over current and strategic measures and policies.
CSD has also made significant contributions with respect to crucial socioeconomic
issues at EU level. As part of their dialogue with citizens and organizations EU
institutions are taking into account CSD’s recommendations when designing
European policies. CSD experts have actively participated in major international
and EU initiatives on key governance issues such as corruption and organized
crime, trust in the judicial system, rights of victims of crimes, monitoring of racism
and xenophobia, integrating third country citizens, protecting the external borders
of the EU, improving the management of EU funds, and enhancing the competitiveness and innovation potential of the European Union. In this manner, the Center
for the Study of Democracy has evolved from a research institute focused on the
problems of transition in Bulgaria into a think tank whose expert opinion is taken
into consideration more and more frequently when determining the priorities and
policies of the European Union.

Sofia, January 2011

Dr. Ognian Shentov
Chairman

Part One
Program Reviews
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Law Program
2010 Highlights
In 2010, legal, institutional and judicial reforms in the country continued to be
priority areas for the CSD Law Program. The activities focused on several major
issues:
• Crime prevention and counteraction – penitentiary reform in Bulgaria
within the context of the judicial reform;
• The rights of the crime victims in the EU Member States;
• Need for and opportunities of implementation of common European indicators of the public confidence in justice;
• Monitoring of racism and xenophobia and the policies and measures for
their counteraction.
I. Indicators of public conﬁdence
in justice
In 2010, the CSD Law Program continued its work on the project Indicators of
Public Confidence In Justice: Tools for Policy
Assessment (EURO-JUSTIS), officially
launched in March 2008. The project
is implemented through a partnership
with universities and non-governmental organizations from Great Britain,
Italy, France, Hungary, Lithuania and
Finland. The aim of this project is to
develop indicators, allowing comparative research of the public confidence
in justice, which could be used in the
preparation, implementation and evaluation of policies in the area of criminal
justice.
In 2010, the second round of the practical
trial of the developed indicators, through
the ‘cognitive interview’ method was carried out. Under the guidance of experts
from the CSD’s Law and Sociological
Programs, 22 interviews were conduct-

ed. The results assisted to verify the reliability of untested by now indicators and
to evaluate some specifics of their application in Bulgaria. After a comparative
analysis of the data gathered through
cognitive interviews in the countries
participating in the project, an integral
questionnaire for conducting surveys
of the public confidence in the justice
system was developed. In September
the questionnaire was ultimately tested
during the implementation of four pilot
national surveys of the adult population
in Bulgaria, Italy, Lithuania and France.
From the main part of the indicators
a module of questions was developed,
which was approved to be included in
the fifth phase of the European Social
Survey (ESS), planned for the end of
2010. The integration of this module in
the research methodology of the ESS
provides the opportunity to gather comparative data about the public confidence in justice in 26 European countries
and to develop national policies based on
scientifically proven facts.
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The carrying out of the pilot survey in
Bulgaria was aimed not only to test the
developed indicators but also to produce
the first of its kind comparative study
of the public confidence in the criminal
justice system. The results of the analysis
of the data, collected through the cognitive interviews and the representative
national pilot survey, will be published
in the beginning of 2011.
II. Assistance to victims of crime
The CSD continued to work actively
in the area of protecting the rights of
victims of crime. After a successful
research on the legislation, policies and
practices of the 27 EU Member States
regarding the victims of crime, CSD’s
Law Program continued its work in
this area with the preparation of online
factsheets for the rights of crime victims
in the EU Member States. The factsheets
will be part of the European eJustice
portal (http://e-justice.europa.eu).

The factsheets validated by the relevant national authorities were submitted to the European Commission and
will soon be uploaded on the European
eJustice portal.
The factsheets aim to assist the victims of crime in protecting their rights
and interests, while giving them easily understandable and comprehensive information about the procedures,
which they have to follow, and the
bodies and the organizations they can
approach for help and support.
The factsheets for each Member State are
available in at least one of the respective
country’s official languages, as well as
in English; thus covering a wider range
of potential users. The content of the
factsheets is divided in several parts and
follows chronologically the phases of
the criminal proceedings (before, during
and after the trial). In a separate section,
there is detailed information, including
contact details, of the state authorities
and the non-governmental organizations that provide help and assistance
to victims of crime. With the intention
to serve a larger circle of users, the factsheets are written in a comprehensible
language, with the minimum use of specialized legal terminology. The information is arranged in the form of questions
and answers and where possible links to
other available sources are added.
III. Monitoring of racism and
xenophobia and the measures
for their counteraction

The factsheets were developed jointly
with experts from the EU Member States,
who on the basis of a questionnaire prepared in advance by the Law Program
team, gathered and summarized the
information from their countries about
the rights of victims of crime.

For a fifth consecutive year CSD continued to operate the Bulgarian
National Focal Point of the Racism and
Xenophobia Network (RAXEN) of the
EU Fundamental Rights Agency (FRA).
In 2010, the organization worked on the
preparation of two thematic studies –
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The Asylum-Seekers’ Perspective: Access to
Information and to Effective Remedies and
Racist and Related Hate Crimes in Bulgaria.
The study on the access to information
and effective remedies for the asylum
seekers was prepared on the basis of the
results of focus group discussions with
foreigners, applying for refugee status
in Bulgaria. The research showed that
the information given to asylum seekers is not complete and is often hard
to understand because of the complex
legal language. Due to that, asylum
seekers often find information about
the procedures from their compatriots,
who have arrived earlier in Bulgaria.
The access to remedies after a refugee status was refused was also found
problematic. People whose applications
have been rejected often do not understand where and in what term they
can appeal against the decision; they
encounter problems in finding lawyers;
rarely have the possibility to actively
participate in the court hearing where
their complaint is being looked at. The
main conclusions from the study were
included in the FRA’s reports about the
access to information and the availability of remedies, officially presented at
the Ministerial Conference on Asylum
in Brussels on 13-14 September 2010
relating to asylum procedures in the EU
Member States.
The study about racist or other hate
crimes was prepared on the basis of
the data collected from the relevant
state authorities and non-governmental
organizations working in this area. The
main conclusion from this research is
that hate crimes are increasing, but
because of the serious difficulties to collect evidence, in most of the cases, they
are investigated as conventional crimes
rather than as offences motivated by
racist or other hatred. For that reason,
despite the frequent cases of violence,
the official statistics do not report reflect
the serious thread imposed by such

crime and the state does not undertake
any specific measures of counteraction.
The CSD has also prepared three more
bulletins on the topic of racial discrimination, that include current information about newly released analyses and
reports, changes in the legal framework
and important events in the field of
equal treatment and the counteraction
to racism and xenophobia.

In the annual report about racism and
xenophobia in Bulgaria, the CSD experts
made a review and evaluation of the
measures for counteraction to racist and
ethnic discrimination in the country
within the traditional spheres of legislation, racist crime, healthcare, education,
employment, housing and minorities’
participation in public life. The information from the report will be used by the
FRA for the preparation of its annual
human rights report in the EU.
IV. Judicial Reform
1. Prison reform
Some of the main problems in the field
of criminal justice in Bulgaria are linked
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to the poor prison conditions. With the
intention to contribute to the continuation of the reforms in the system of execution of the penalties, the CSD started
working on a study on the conditions
in prisons, which should depict the key
problems and suggest proposals for their
overcoming. The research is a follow up
to the Law Program’s work on analysis
and evaluation of the costs for crime
repression – an initiative accomplished
by the CSD together with nine academic
and non-governmental organizations
from Italy, Spain, Portugal, Germany,
Latvia, Cyprus, Hungary and Turkey.
In the course of the research, up-to-date
statistical data was collected reflecting
the conditions in prisons (number of
prisoners, prison capacity, prison budgets and so on) and a comprehensive
analysis of the new legislation on the
execution of penalties was produced.
Special attention was paid to the problem of the state’s penal policy concerning offenders who use or are addicted to
drugs. The results from the study will
be summarized in a report, which will
be published in 2011.
2. Improving the efﬁciency of
the judiciary through the
introduction of information
technologies
The CSD experts have repeatedly recommended the introduction and use
of information technologies as a tool
for increasing the transparency and
accountability in the work of the judiciary. With the intention to promote
the wider use of these technologies in
the courts, the CSD started researching
the possibilities for the introduction
of good practices in this field, which
have been successfully applied in other
countries. The research is part of an
international initiative to encourage
the exchange of good practices between

European states in the area of introducing the new technologies in the judiciary. The initiative is a joint effort of CSD,
Adam Mickiewicz University (Poznan,
Poland), Droit au Droit Association
(Brussels, Belgium), and European
Public Law Organizations (an international inter-governmental organization
based in Athens, Greece).
The initiative was officially launched
on 3 December 2010, with the holding
of the first steering committee meeting
attended by experts from the participating organizations. The first phase of the
work is now ongoing and it includes
gathering and summarizing of existing good practices, implemented by the
leading states in this field, like Great
Britain and Spain, as well as evaluation
of the needs and the potential impact
of the introduction of such practices in
Bulgaria.
***
In 2010, the National Assembly elected
a new parliamentary ombudsman, the
second since the establishment of this
institution in 2005. As part of CSD’s
initiative to establish and strengthen the
ombudsman institution on national and
local level, launched in 1998, experts
from the Law Program presented to the
newly elected ombudsman the work of
the organization in the field of human
rights and the possibilities for further
cooperation.
CSD continued to develop its cooperation with the European Ombudsman.
Experts from the Law Program attended
the official presentation of the European
Ombudsman’s annual report for 2009
before the Petitions Committee of the
European Parliament and met with
officials from the institution’s Brussels
office. The meeting focused on topics such as the role of the civil society
organizations for promoting the work
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of ombudsman type institutions and
the possibilities for holding joint events
with the participation of representatives of the European ombudsman, the
Bulgarian ombudsman and the CSD.
***
In 2010, CSD’s Law Program continued
to closely work in cooperation with a
number of national, foreign and international institutions and organizations.
On 22 and 23 February the Law Program
hosted the third meeting of an advisory
group focused on the problems of the
democratization and judiciary in Asia
and Europe. The event was organized by
the ‘Asia-Europe’ Foundation in partnership with the ‘Hanns Seidel’ Foundation,
Indonesia. The advisory group consists
of representatives of the respective international and regional organizations,
non-governmental organizations and
academics in the field of democratization
and justice. The meeting resulted in the
establishment of partnership for future
cooperation in the area of developing
and consolidating democratic institutions, security and stability in Asia and
Europe.
On 14 May 2010, the CSD jointly with
Ms. Maria Nedelcheva, Member of
the European Parliament, Group of
the European People’s Party, and with
the support of the Balkan Trust for
Democracy, organized a seminar on
Conflict of Interests, Good Governance and
Management of the Local Authority – Civil
Society Relationship. The objective of the
seminar was to facilitate the sharing
of experience related to the conflict of
interest legislation and its application to
the public-private partnership between
municipalities and NGOs. In order to
focus the discussion on practical issues
faced by local authorities, the seminar
took place in the European Information
Centre in the town Hadzhidimovo. The

event brought together about 30 participants from the region, including
municipal councilors, representatives of
NGOs working with the municipalities,
and journalists from the local media.
Among the local authorities represented
at the seminar were the municipalities
of Gotse Delchev, Razlog, Blagoevgrad
and Hadzhidimovo. Members of the
Municipal Councils of Bansko and Sofia
also took part in the discussions. The
CSD Law Program was represented by
its director Ms. Maria Yordanova, who
presented the legal framework related
to conflict of interests and the problems
in its implementation, and the senior
analyst Mr. Dimitar Markov, who pointed out the need to improve the definitions of the terms “related persons” and
“conflict of interests”.

On 13 October, upon invitation by the
Macedonian Centre for International
Cooperat ion (MCIC), Ms. Ma r ia
Yordanova took part in the official presentation of the CSD’s ninth corruption
assessment report, entitled Crime without
Punishment: Countering Corruption and
Organized Crime in Bulgaria, translated
and published by MCIC. The participants of the event included the President
of State Commission for Prevention of
Corruption in Macedonia Ilmi Selami,
the Executive Director of the Association
of the Units of Local Self-Government
Dusica Perisic, the Head of the Sector
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The presentation of the report "Crime without Punishment" in Macedonia on
13 October 2010. From left: Ms. Dusica Perisic, Association of the units of Local SelfGovernance, Ms. Maria Yordanova, CSD Law Program Director, Mr. Saso Klekovski,
MCIC First Executive Director, Mr. Ilmi Selami, State Commission for Prevention of
Corruption, Ms. Snezana Mojsova, Ministry of Justice
for International Legal Cooperation of
the Ministry of Justice Snezana Mojsova,
the MCIC First Executive Director Saso
Klekovski. The event, as well as CSD’s
report, was broadly reflected by the
leading Macedonian media.
Following up on the established relations between MCIC and CSD, the two
organizations signed an agreement for
cooperation, under which a study visit
of a Macedonian delegation to Bulgaria
was organized. The visit was aimed to
acquaint the Macedonian participants
with the anti-corruption mechanisms,
the Bulgarian experience and the future
challenges. The Macedonian delegation
included MPs and representatives of
the judiciary, the executive, the self-government and the civil society. During
the visit, organized jointly by CSD
and MCIC, the delegation had meetings with representatives of the national institutions working in the field of
countering crime and corruption and
with the team of experts from CSD,
who presented the corruption monitor-

ing system developed by the CSD and
Vitosha Research, the main components
of the anti-corruption infrastructure in
Bulgaria, the links between corruption
and the organized crime and the CSD’s
experience with anticorruption initiatives and cooperation with state institutions. The delegation also attended a
regular session of the Anti-Corruption,
Conflict of Interests and Parliamentary
Ethics Committee and had a meeting
with its members.
Within the framework of the established partnership between the CSD
and other non-governmental organizations working in the field of justice,
representatives of the Law Program
took part in a number of public events
(conferences, round tables and seminars), dedicated to different problems
of judicial reform. The CSD joined the
group of the non-governmental organizations, which in November signed an
open letter addressed to the President of
the Republic of Bulgaria, the President
of the National Assembly, members of
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The meeting of the Macedonian delegation with representatives of the
Center for the Study of Democracy, 26 November 2010
the Supreme Judicial Council and the
management of the national media,
regarding the procedure for the election of a new Chairman of the Supreme
Administrative Court. The letter
emphasized that the public confidence
in the judiciary can be developed and
strengthened only if every decision
made by its governing body is rational,
motivated, publicly accessible and in
compliance with the word as well as
the spirit of the law.
With the objective to expand CSD’s
cooperation with the EU institutions
and with influential foreign non-governmental organizations, in May the
senior analyst of the Law Program Mr.
Dimitar Markov was on a two-week
visit in Brussels. During the visit, organized with the support of Friedrich
Ebert Foundation, Mr. Markov present-

ed CSD’s work at a number of meetings
with representatives of the European
Commission (DG Justice, Freedom
and Security; DG Regional Policy; DG
Enlargement; DG Employment, Social
Affairs and Equal Opportunities; and
the General Secretariat), the European
Parliament, the European Ombudsman
and others. During the meeting with
the experts, working on the Cooperation
and Verification Mechanism (the mechanism, through which the European
Commission follows the progress of
Bulgaria in the field of fight against
organized crime and corruption) the
discussions focused on the latest events
in the country and their significance for
the regular report of the Commission.
In June, the policy brief The Cooperation
and Verification Mechanism Three Years
Later: What Has Been Done and What Is
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Yet to Come was published. The analysis
looks at the introduction and the results
from the Cooperation and Verification
Mechanism in Bulgaria, the necessity
of its application, the way in which
it functions and the possible consequences for Bulgaria depending on the
country’s progress. Based on the situation in Bulgaria the policy brief made
a forecast about the conclusions and
recommendation of the then upcoming
regular report on Bulgaria.
In June, the Law Program’s senior analyst Mr. Dimitar Markov, held a lecture
on The State of judiciary and the internal
order before the report on Bulgaria’s progress in front of the European Commission at
the fifth edition of the ‘Future Leaders’
discussion forum – an initiative of
Friedrich Ebert Foundation providing a
forum for young political activists and

public servants to debate on current
problems of the political and social life
in the country.
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Economic Program
In 2010, the Economic Program of the Center for the Study of Democracy
focused its work on five main topics: good governance in the energy sector;
hidden economy and undeclared work; development of the civil society in
Bulgaria; knowledge economy and competitiveness, as well as assessment of
the impact of the EU funds.
2010 Highlights:
• Good governance in the energy sector. The Economic Program elaborated
a series of analyses on energy sector governance in Bulgaria, including
cases of fraud and corruption in large infrastructure projects and related to
them public procurements, energy efficiency issues, status of key sub-sectors, comment on the draft Energy Strategy of Bulgaria 2020, green energy in
Bulgaria and consumers’ willingness to pay for clean energy, etc.
• Hidden economy, corruption and money laundering. The Economic Program
examined the practices for countering undeclared work in EU Member States
and studied the feasibility of creating an European platform to prevent and
fight undeclared work. Specific recommendations to the European Commission
were made. CSD published a Money Laundering Investigation Manual in cooperation with several state institutions. It also published an official statement in
the framework of the European Commission’s public consultation to develop a
uniform methodology for diagnosis of corruption at EU level.
• Strengthening the civil society in Bulgaria. In 2010 the Economic Program
worked on improving the governance of the Bulgarian NGO sector and on
countering the “civil society capture” phenomenon. CSD carried out a series
of five seminars and roundtables on the topic, and presented the report Civil
Society in Bulgaria: Trends and Risks.
• Competitiveness and knowledge economy. With the participation of
the Center for the Study of Democracy in 2010 Bulgaria was included
for the fifth time in the annual competitive economies ranking – the
World Competitiveness Yearbook 2010 by IMD (Institute for Management
Development). Bulgaria dropped to rank 53 among the 58 leading national
and regional economies. The Economic Program prepared and presented
the annual report Innovation.bg 2010, which analyzes the state of the national
innovation system and makes recommendations for improving the innovation potential of the Bulgarian economy.
• Evaluating the impact of EU funds in Bulgaria. As part of a European network of experts, the Economic Program prepared two reports on the impact
of European Regional Development Fund financing on Bulgaria. The reports
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describe the causes of the low absorption levels of ERDF financing and the
future challenges that the managing authorities should address in order to
increase their effectiveness.
I. Good Governance in the
Energy Sector
The energy sector in Bulgaria is facing
many challenges related to good governance and energy security – issues
that in recent years occupied the front
pages of the Bulgarian media with
news and analyses for fraud, nepotism
and political corruption. The calls for
reform and the introduction of competitive markets have increased in recent
years, simultaneously with a decrease
in available resources and increasing
pressure from various lobby groups as
the economic crisis has affected negatively public finances.

In 2010, the Economic Program continued to work on the energy security and
diversification topic. During the first two
weeks of April 2010 the Bulgarian government and media announced details
of abuses and irregularities of public
procurement in the Bulgarian energy
sector and proposed ideas for restructuring, which confirmed the existance
of serious governance problems in the
sector. These findings were not new. In
2006 – 2007 the Center for the Study of
Democracy published a detailed analysis
of the most common bad management
practices in the energy sector with relation to public procurement. The conclusions and recommendations of this anal-

From left to right: Mr. Ruslan Stefanov, Director of the Economic Program at the Center
for the Study of Democracy; Mr. Traicho Traikov, Minister of Economy, Energy and
Tourism and Dr. Ognian Shentov, Chairman, Center for the Study of Democracy at the
round table on Energy Policy and Energy Diversiﬁcation, held on May 18, 2010
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ysis applied with full force in 2010. In this
context the Economic Program prepared
a media note Exposing Bad Governance in
the Energy Sector: Reinventing the Wheel?
The program also presented data from
a survey on the topic Are Bulgarian consumers willing to pay for clean energy?
On 18 May 2010 the Center for the
Study of Democracy organized a round
table on Energy Policy and Energy
Diversification. During the round table
CSD presented a policy brief The Energy
Sector of Bulgaria, elaborated jointly
with the Atlantic Council of the United
States. It presents the main challenges
that the energy sector in Bulgaria faced
in 2010. The analysis notes that energy
markets remain highly monopolized in
Bulgaria. For example, prices are still
adjusted based on reference values or
formulas – a sign of intransparency and
very low competition levels.

transparency and diversification to the
energy sector and stated the need for
Bulgaria to benefit from European and
American technology and know-how.
The Minister agreed that the Bulgarian
energy sector is in need of reforms such
as liberalization, optimization of pricing and the development of an updated
energy strategy until 2020. The biggest clash the Minister saw between
the need of large investments and the
low purchasing power of the Bulgarian
population. The three top priorities mentioned by the Minister were:
diversification, energy efficiency and
increase of the share of green energy at
affordable prices.

IDEAS. INFLUENCE. IMPACT.

ISSUEBRIEF
Boyko Nitzov, Ruslan Stefanov,
Valentina Nikolova, and Dobromir Hristov

DINU PATRICIU EURASIA CENTER

The Energy Sector of Bulgaria
MAIN CHALLENGES
Energy security in Central-Eastern Europe and the Black Sea
region is fraught with risks. By virtue of its geography,

Dinu Patriciu Eurasia Center
The Dinu Patriciu Eurasia Center serves as the Atlantic

Bulgaria ﬁnds itself in a difﬁcult nexus, drawn into Eurasia’s

Council’s focal point for work related to Black Sea,

contentious energy geopolitics and as a European Union

Caspian, and Central Asian energy issues, such as

member, involved in the Union’s fragmented energy policy

pipeline politics, the East-West energy corridor, and

and complex regulatory, energy efﬁciency and climate
change objectives. That position is challenging, but it also
presents decision-makers in Soﬁa with opportunities.
The EU-backed Energy Community, of which Bulgaria is a
member, seeks to foster regional cooperation in the Balkans
and around the Black Sea, but is stymied by geopolitical
questions such as Turkey’s EU membership prospects and
Russia’s assertive energy strategy within the EU. On the
other hand, Bulgaria is actively involved in geopolitics due to
the country’s almost 100 percent dependence on imported
gas from Russia through one pipeline, which forces it into
seeking answers to the questions. Bulgaria imports about
75% of its primary energy resources (oil, gas, nuclear fuel,
coal) from Russia.
Bulgaria’s energy markets remain heavily monopolistic at all

east and southeast European energy policies. Security
concerns throughout the wider Eurasia region, gas
crises, and the continued debate over proposed
pipelines into Europe make the Center’s efforts
increasingly urgent. The Center works closely with
the Atlantic Council’s Energy and Environment
Program to provide innovative analysis on regional
and international energy geopolitics.
quently been made without a clear vision. A new strategy is
currently under development. The government now in ofﬁce
has taken a more resolute stance about weeding out
corruption, providing adequate transparency, and assuring
competition in the energy sector, but decision-making and
procedures regarding major projects and policies remain
opaque and may be swayed by interests.

levels and there is virtually no price discovery on free markets
in the country. Prices are regulated, reference or formulabased, indicating the very low levels of competition in the
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energy sector. In 2008 the Bulgarian government drafted an

Oil

energy strategy, which professed sustainability, competitive

Proved domestic oil resources are very limited (about 15

markets, achieving energy security via diversiﬁcation, and

million barrels) and production is marginal. Import, export,

development of renewable sources. However, the strategy

and trade in crude oil and reﬁned products are completely

failed to provide a ﬁrm ground for energy policy and decision

liberalized. All of the crude oil and considerable quantities of

making and was never approved in Parliament. Key deci-

reﬁned products are imported from Russia. Russia’s imports

sions affecting the energy future of the country have subse-

from Bulgaria, on the other hand, are marginal, leading to a

Boyko Nitzov is Director of Programs at the Patriciu Eurasia Center of the Atlantic Council. Ruslan Stefanov is Director of the Economic
Program at the Center for the Study of Democracy (CSD) in Soﬁa, Bulgaria. Valentina Nikolova is Policy Analyst and Dobromir Hristov is
Research Fellow in the Economic Program at CSD. The Issue Brief uses contributions by Alexandros Petersen, a nonresident senior fellow with
the Atlantic Council’s Dinu Patriciu Eurasia Center. The views expressed do not necessarily represent the views of the Atlantic Council or CSD.

Dr. Ognian Shentov, Chairman of the
Center for the Study of Democracy
remarked that Bulgaria needs to diversify both energy sources and transportation routes, with the help of its EU
and US partners. Mr. Traicho Traikov,
Minister of Economy, Energy and
Tourism highlighted that the focus of
the Ministry’s work is on bringing more

In May 2010 the Economic Program
elaborated a policy brief on the Energy
Efficiency in Bulgaria: The Case for MarketBased Approach and Transparency. The
analisis underlines that overall, the
Bulgarian economy seems to have
completed the transition from heavy
industry to less energy intensive light
industry and thus already picked the
low hanging fruit of natural gains in
efficiency. The country is probably at
a point, as some experts argue, from
which onwards any additional gain
in efficiency will have to be attained
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through advances in technologies of
energy production, conversion, transportation, and use of energy which will
call for cost-effective approach and a
strong incentive system.
Two mont hs later t he Economic
Program elaborated a Commentary on
the Draft Energy Strategy of Bulgaria 2020.
According to the commentary, unlike
previous drafts of the strategy where
no policies and major projects were
regarded in detail, the current concept
puts focus on vision and goals. The
commentary warned that considering
the traditional lack of transparency and
the mismanagement in the sector over
the past two decades, the draft of the
Energy Strategy is loaded with many
expectations.

ment in Europe, the specific EU legislation and the tools supporting national
policies in this area. CSD also raised the
issue of the impact of EU’s green policies and their financing in Bulgaria with
the media note Green Energy in Bulgaria?
On the one hand, green energy remains
one of the most valuable resources that
the Bulgarian government could take
advantage of in order to diversify energy
sources and liberalize the energy market. On the other hand it is a source of
pressure on the prices and can provide
access for criminal capital to national
assets, taking in account the existing lax
control mechanisms for stimulating its
development.

�����������������
�����������
�����������������
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In June 2010, the Economic Program
prepared a policy brief on the topic The
Green Element in the Sustainable Energy
Policies of Europe. The analysis makes a
review of the development of regulation at EU level, to guide corresponding
national legislation and policies designed
to address the challenges of sustainable
development in environment and energy. It contains the history of the concept
and the strategy for sustainable develop-

CSD also published a report The Energy
Sector in Bulgaria: Major Governance
Issues. The report analyzes the major
governance issues of the energy sector in
Bulgaria, as well as the common energy
crimes. It makes an overview of the 2020
Strategy and presents a recommended
governance approach. According to the
conclusions of the report, the most significant sources of bad governance in
the sector are: the implementation of
major infrastructure projects and related
public procurement, the management of
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state-owned energy companies, mixing
political with professional management
of the sector, etc. Every fourth public
procurement contract is concluded in the
energy sector, making it one of the largest spenders of taxpayers’ money. The
major infrastructure projects in energy
require investments equal in value to the
entire EU assistance budget for Bulgaria,
foreseen in the seven-year European
framework for 2007 – 2013. This increases
the risks for abuse.

Transparency Initiative (Kiev, 5-6.11.
2010);
• The regional conferences of the
European Parliament for Energy
Development in Bulgaria, Cyprus
and Greece, held in Sofia (12.05.2010),
Nicosia (10-13.10.2010) and Thessaloniki (26.11.2010);
• The science conference on climate
change, organized by the University
of Oslo, Norway (25-26.11.2010).

Representatives of the CSD Economic
Program participated in many international events related to improving the
management in the Bulgarian energy,
such as:

II. Hidden Economy and Money
Laundering

• The Transparency Working Group
meetings of the European Nuclear
Energy Forum (Brussels, 28.06.2010);
• The Regional Conference on Energy
Efficiency of the US Department of
Energy (Istanbul, 3-4.06.2010);
• The con ference in t he framework of the Extractive Industries

In 2010 the Economic Program of the
Center for the Study of Democracy
examined the institutional framework
and the measures implemented to counter undeclared work in the EU Member
States. In addition to the analysis, the
Center for the Study of Democracy organized on 4 and 11 May 2010 two seminars
to explore the feasibility of establishing
an European platform to prevent and
fight undeclared work, in cooperation

Figure 1. Regional variations in the nature of undeclared work in the
European Union (% of presence of undeclared work in the
various forms of employment)
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Mr. Tzvetan Tzvetanov, Deputy Prime Minister and Minister of the Interior (left)
and Dr. Ognian Shentov, Chairman, Center for the Study of Democracy during
the round table on Anti-Money Laundering in Bulgaria: Key Policy Issues and
Impact Instruments, 16 February 2010
with Regioplan, a Dutch research institute. Representatives of ministries of
labour and social policy and ministries
of finance, labor inspectorates, research
institutes, trade unions and employers’
organizations from Central, Southern
and Eastern Europe participated in the
workshops. They discussed the differences in the institutional frameworks
and methods of inspection in their
countries, existing policy measures to
combat undeclared work, best practices
for cross-border cooperation and difficulties that the enforcement bodies at
national and international level encounter in this regard.
After conducting several seminars, dedicated to various regions of Europe, the
organizers summarized in a report to
the European Commission the opinions

and recommendations of the participants from the EU-27 countries regarding the creation of an European platform
to prevent and fight undeclared work.
In the field of economic crime and
money laundering t he Economic
Program worked on building national
capacity to investigate money laundering and analyze the new forms of economic crime – misuse of EU funds, VAT
fraud, fraud with grants and public procurement contracts, etc. As a result of
CSD’s cooperation with the government
bodies with authority to combat money
laundering – the Supreme Prosecutor’s
Office of Cassation of the Republic of
Bulgaria, the National Investigation
Service, the Ministry of Interior, the
State Agency National Security (SANS)
and the Commission for Establishing
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of Property Acquired from Criminal
Activity, and with the law enforcement
agencies of other countries, a Money
Laundering Investigation Manual was prepared. The relevant state institutions will
use the manual for training their staff to
better combat money laundering. It is
part of the measures of the Bulgarian
government to combat corruption and
organized crime under the Mechanism
for Cooperation and Verification.
On 16 February 2010 the Center for the
Study of Democracy organized a round
table on Anti-Money Laundering in
Bulgaria: Key Policy Issues and Impact
Instruments, to present the Money
Laundering Investigation Manual. During
the round table Dr. Ognian Shentov,
Chairman of the Center for the Study of
Democracy underlined that money laundering is a threat to national security as
large shares of the profits from money
laundering are reinvested in political
campaigns – buying political patronage,
instead of entering the formal economy.
According to the presented data the revenues from money laundering amount
to BGN 4 – 5 billion per year, which
means that relatively insignificant number of the crimes related to money laundering reaches the courts.

During the round table in February
2010 the CSD experts also presented a
policy brief on the Investigation of Money
Laundering: An Institutional Approach.
The policy brief presented the experience, acquired during the preparation
of the manual, which is not available
for public use. According to the authors,
despite the various legislative initiatives
and the constantly growing number
of indictments for money laundering
brought by the prosecution in the courts
in the last decade, the prosecution of
money laundering in Bulgaria remains
low in numbers and scale. The reason
lies both in the factual complexity of the
crime and the objective difficulty of its
investigation, as well as in its complex
nature, which requires the cooperation of many institutions, usually at the
international level.

As a continuation of its long standing
work on the construction and testing
of methodologies for measuring corruption in Bulgaria and in Southeast
Europe, in November 2010 the Center
for the Study of Democracy presented
to the European Commission its opinion on the development of a European
dimension for corruption diagnostics.
The opinion was elaborated in response
to the public Consultation on a Future
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Reporting and Monitoring Mechanism on
EU Member States Progress on Fighting
Corruption, launched by the European
Commission. CSD recommends that the
EC introduces a mechanism for regular
monitoring of the state and level of corruption in the Member States, based
on already existing methodologies. In
this regard, CSD’s experience with the
Corruption Monitoring System, which it
has been using in Bulgaria for measuring the corruption risk and the number
of corruption practices in the public and
the private sector, can be particularly
useful. The consultation is conducted
under the European Commission’s
Stockholm Program for interior policy,
justice and security.
III. Competitiveness and Knowledge
Economy
In 2010, the Economic Program continued its work on researching and
advocating for knowledge economy in
Bulgaria and Europe. CSD experts took
part in the elaboration of the report
Innovation.bg 2010 – The Innovation Policy
of Bulgaria: Opportunities for the Next
Decade. The report analyzes the state
of the national innovation system and

INNOVATION.BG
2010
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makes recommendations for improvement of the innovation potential of the
Bulgarian economy.
The fourth survey of innovation activity
of Bulgarian business (INA-4), revealed
a considerable increase of innovation
activity of the Bulgarian enterprises in
2009 (71% of the companies performed
innovation activity) compared to 2008
(43%). This reflects the positive consequences of the country’s accession to the
European Union and the efforts of the
business to respond to the requirements
of the competitive European markets
and legislation. The crisis encouraged
enterprises to seek ways to differentiate their products and services, as well
as to send clearer messages to consumers, which led to a particularly strong
increase of marketing innovations. At
the same time the 2010 report underlines
that the innovation activity of Bulgarian
businesses experienced the impact of the
economic crisis directly through the fall
of public and private R&D funding, as
well as indirectly through the deterioration of the overall business and innovation environment (higher risk aversion,
personnel reductions, consumer markets stagnation, etc.). The long delayed
reforms in science and education, the
lack of systematic and institutional interaction between them and the business
sector, as well as the inefficient management and utilization of European funds
allotted for economic modernization of
the country additionally exacerbated the
problems caused by the crisis.
In 2010, the Economic Program of the
Center for the Study of Democracy continued to examine the trends and developments of the factors, which determine
the Bulgarian competitiveness and its
position relative to other economies. On
19 May 2010, CSD presented the results for
Bulgaria of the IMD World Competitiveness
Yearbook 2010. The previous four issues
of the Yearbook had a direct impact on
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closely the IMD competitiveness ranking, which makes its 2010 results even
more important for the countries involved
against the background of the continuing
crisis in Europe. In 2010, the Yearbook
places Bulgaria’s competitiveness at rank
53 among the 58 leading national and
regional economies. According to the
report, Bulgaria should address the following five major challenges:

Bulgarian competitiveness policy-making, and were quoted in strategic policy
documents of the Bulgarian government.
International investors monitor very

• Improve the business environment
through better law enforcement to
reduce the concentration of power
in oligopolic markets and the gray
economy, corruption and organized
crime;
• Increase public administration capacity for managing EU funds;
• Elaborate a clear and integrated midand long-term innovation and ICT
policy, combined with stable finan-

Figure 2. Competitiveness Landscape of Bulgaria, World Competitiveness
Yearbook, IMD, 2009 and 2010
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cial and economic policy for leading the economy onto higher value
added path;
• Tackle high resource intensity of
production;
• Unlock market demand.
The Bulgarian business leaders assessed
the transparency of the government
policy in 2010 more positively compared
to 2009. They also assessed positively
the flexibility of the labour market. The
Cost of Living index in Bulgaria takes
one of the leading places in comparison
to other European and American cities,
which can be perceived as a competitive advantage, if combined with better infrastructure or available quality
workforce. Bulgaria’s corporate income
tax remains the lowest in Europe, and
the business survey confirmed that
the low corporate tax rate supports the
entrepreneurial activity.
On invitation by MEP Iliana Ivanova,
CSD representative presented the macroeconomic and social effects of the economic crisis in Bulgaria, based on data
from the World Competitiveness Yearbook
2010, during the international workshop The Impact of the Crisis on the
New Member States – Non-Eurozone
New Member States in the European
Parliament in Brussels (9.12.2010).
IV. Evaluating the Impact of EU Funds
In 2010, the Economic Program of the
Center for the Study of Democracy analyzed the impact and the efficiency of
EU’s Cohesion Policy in Bulgaria. It
elaborated two reports on the activity of
the Structural Funds and in particular
the operational programs (OP) financed
by the European Regional Development
Fund (ERDF). CSD representatives
participated in three meetings of the
DG Regional Policy Expert Evaluation
Network in Brussels.

The first report focused on ERDF
financing of innovation in Bulgaria. The
analysis notes the low level of signed
contracts and disbursed amounts
as a share of the foreseen budget of
Operational Programme Development
of the Competitiveness of the Bulgarian
Economy 2007 – 2013. Despite the low
number of completed projects by 2009,
the analysis points out that the financing
of innovation, provided by ERDF, will
most probably have a significant impact
on the development of the Bulgarian
economy since its amount is comparable
to the total national financing of innovation activities of enterprises.
The analysis lists several reasons for the
low absorption rates of EU funds for
innovation:
• The Bulgarian enterprises, especially
SMEs, as well as individual researchers often encounter difficulties in the
preparation of projects for EU funds
due to the lack of own resources,
necessary for elaborating the project
proposal, the feasibility studies and
for covering ongoing costs;
• The low levels of administrative
capacity of the management of the
operational program responsible for
funding innovation persist due to the
initial lack of experience, consequent
late launch of the funding schemes
and high personnel turnover;
• The excessive red-tape, significant
delays in payments, extensive checks
and audits in implementing the
funding procedures;
• The Bulgarian enterprises, intermediary organizations and Bulgarian public authorities lack understanding of
the innovation characteristics of the
Bulgarian economy, which hampers
the innovative planning, design and
implementation of adequate measures to support innovation.
The second report encompassed all economic areas, supported by ERDF in
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Bulgaria. According to the report, in
a situation of decreasing budget revenues the role of the ERDF and the
Cohesion Fund increases considerably,
since they have turned into key instruments for countering the economic crisis in Bulgaria. The EU funds are of
particular importance to the regional
development of the country. By June
2010 only 4.6 % of the foreseen ERDF
budgets have been disbursed to beneficiaries. The Managing Authorities

declare their intentions to improve and
simplify the procedures. Many of these
bodies however are still in the process of
institutional restructuring and training
of employees. According to interviews
with representatives of the business
most of the enterprises feel discouraged
to reapply for funding. Hence, one of
the main challenges that the Bulgarian
government should overcome is restoring the trust in the management of
ERDF funds.
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Sociological program
2010 Highlights
In 2010, the Sociological program, which in 2009 resumed its function as an
autonomous structural unit within the Center for the Study of Democracy,
established itself in the development and implementation of research projects in
key socio-economic fields at both the national and European levels. In its activities, the Sociological Program has focused on the following key priorities:
• Policies for the integration of immigrants and refugees: Throughout the
past year the Sociological Program consolidated its position as a department
with research potential in the fields of migration studies and the integration
of immigrants and refugees at the national and European levels. The program developed methods and indicators to assess the results and impacts of
policies for the integration of immigrants. Social impact assessments were
also conducted with respect to the integration policies and their effects on
both third country nationals and the host Bulgarian society. A methodology
was developed for the identification and evaluation of good practices in the
educational integration of refugee and asylum-seeking children.
• Evaluation of public policies and programs: The Sociological Program has
enhanced its capacity to develop methods and indicators for the monitoring
and evaluation of public policies in several key fields – migration and integration, justice and home affairs, violence against children, and others. The
methodological handbook entitled “Monitoring and Evaluation of Public
Policies and Programs” was published.
• Development of civil society in Bulgaria: In 2010, the Sociological Program
focused its efforts on strengthening governance in the NGO sector in
Bulgaria and preventing the phenomenon of ‘civil society capture’. Five
seminars and round tables were carried out in relation to the topic, along
with the preparation of the report entitled “Development of Civil Society in
Bulgaria: Trends and Risks”.
• Development of expertise in the Sociological program and institutional
cooperation: Experts from the Sociological program have provided methodological support and have collaborated with external organizations in
several key areas:
•
•
•
•

Research on the grey economy and undeclared employment;
Public trust in the judicial system;
Social policy and the protection of vulnerable groups;
Protection of human rights and civic activism.
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I. Policies for the Integration of
Immigrants and Refugees

Integration of third country nationals
In 2010, the Sociological program
successfully completed a project on
the topic of Development of Indicators
and Methods for the Evaluation of the
Objectives and Measures for Integration
of Third Country Nationals. Several systems for the evaluation of policies and
measures to integrate immigrants used
by the EU Member States and outlined
in international research papers were
studied as part of this project. Methods
and techniques for the monitoring and
evaluation of measures for the integration of third country nationals relevant to the suggested indicators for
assessing the achievement of integration policy objectives were proposed.
Indicators were developed to assess
the implementation of the objectives of
integration of third country nationals
in accordance with best practices in

Europe and the needs of national and
local institutions working on integration policies and measures. The final
output of the project was the development of a total of 147 indicators for
evaluating the implementation of the
integration objectives of third country
nationals.
Several factors have been taken into
consideration in the development of
methods and indicators for the evaluation of immigrant integration relevant
to Bulgarian circumstances:
• Integration measures and policies
are a new phenomenon in Bulgaria.
Legislation and policies in this area
will undergo significant changes.
Therefore, the proposed indicators
relate not only to current policies
and practices of integration, but can
also be used to develop new integration policies and measures.
• The results of the previous projects of the Center for the Study of

Purpose of the system of methods and indicators
The system of indicators, methods and techniques for the monitoring and
evaluation of the implementation of objectives and measures for the integration of third country nationals had several main functions:
• assessing the size and the basic characteristics of the target group, subject
to the policies set out in the Bulgarian National Strategy on migration and
integration in accordance with national legislation and EU regulations;
• accounting for the actions and steps taken and the resources spent in accordance with the targets in the Strategy Priorities and Targets, and the extent
of their implementation;
• providing information for analyzing the effectiveness of the implementation of the policies being carried out for integration of third country
nationals;
• making available the informational database for taking timely measures
and policies as well as making amendments in the priorities and tasks
in accordance with ongoing changes in the immigration situation in the
country.
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Democracy have revealed serious
shortcomings in the institutional
setting and rules with respect to
acquiring legal status in Bulgaria
and in the social integration of third
country nationals – access to education, health, social services and others. The proposed indicators allow
for the monitoring of the country’s
progress in these areas.
• The structure of indicators for the
monitoring and evaluation of policy implementation and integration
activities of third country nationals
is presented schematically in the figure below.

Department of the Ministry of the
Interior, Social Assistance Agency,
Ministry of Culture), NGOs, representatives of immigrant associations and
individual immigrants in attendance.
The moderator of the discussion was
Professor Andrey Nonchev and among
the speakers were Professor Yordan
Kalchev, Dr. Sonia Chipeva, Svetla
Encheva and legal expert Valeria Ilareva.
Elizabeth Todorova from the Migration
Directorate at the Interior Ministry, legal
expert Diana Daskalova of the Voice in
Bulgaria Legal Aid Center and third
country nationals also participated in
the discussion.

The interim results of the project were
publicly discussed at a roundtable event
held on April 28, 2010, with representatives of state institutions (Migration

The results of the project Development
of Indicators, Methods and Techniques
for Monitoring and Evaluating the
Implementation of the Objectives and

Figure 3. Structure of the system of indicators and methods for
monitoring and evaluation of the implementation of objectives
and measures for the integration of third country nationals
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Round table on Development of Indicators, Methods and Techniques for Monitoring and
Evaluating the Implementation of the Objectives and Measures for the Integration
of Third Country Nationals, April 28 2010
Measures for the Integration of Third
Country Nationals were presented at a
press conference held on May 19, 2010,
at the Bulgarian News Agency.

the attitudes and tolerance of European
communities toward foreigners. Three
main aspects to the objective of constructing such an index can be identified:

European Social Survey
on the attitudes toward foreigners

1. Reducing the multidimensionality of
the interactions between host society
and foreign nationals, which facilitates the understanding and interpretation of data, its public representation and the promotion of public
debates.
2. Setting the stage for building up
time series that would allow for the
analysis and assessment of trends
and changes in attitudes over time.
3. Facilitating the international comparability of research regarding tolerance of the various European societies towards foreigners.

Experts from the Sociological program
participated in analyzing the results of
the European Social Survey and published an article entitled The Attitude
Towards Foreigners: European Variants
of (In)Tolerance, which were presented
in the publication Well-being and Trust:
Bulgaria in Europe? Comparative Analysis
on European Social Survey (ESS) 20062009. For this purpose, an index on tolerance toward immigrants was developed.
The index is based on data from the
European Social Survey which has most
recently included Bulgaria as well. This
synthetic index is designed to assess

The Tolerance toward Foreigners Index
assesses two key aspects of the atti-
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Press conference for presenting the ﬁndings of the project Development of Indicators,
Methods and Techniques for Monitoring and Evaluation of the Implementation of the
Objectives and Measures for the Integration of Third Country Nationals, May 19, 2010
tude of the host society toward foreign
nationals:
• Preparedness for accepting immigrants;
• Contribution of immigrants to the
host society;

These two areas contain two sub-indexes on whose basis the overall Tolerance
toward Foreigners Index is calculated. Each of the indexes is constructed
based on the values of several indicators included as specific questions in
the ESS.

Tolerance toward Foreigners Index
The indexes are presented in a normalized form and their values range from
-3 to 3. The closer the index or sub index value is to -3, the more pronounced
is the intolerance towards foreigners. Conversely, the closer the index/subindex value is to 3, the higher is the level of tolerance towards foreigners, the
willingness to accept them in the host society, as well as the evaluation of
their contribution to society’s wellbeing.
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Figure 4. Structure of the Tolerance toward Foreigners Index
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The values of the Tolerance toward
Foreigners Index and its sub-indexes outline the profile of the attitudes
toward foreign citizens both in the separate countries researched within the
European Social Study and in general.

and have higher values. There were no
cases of very high degrees of tolerance
(with an index above 2) or intolerance
(below -2). The highest index values are
recorded in Sweden and Poland, while
the lowest – in Cyprus and Russia.

The index makes it possible to trace some
typical structures relating to attitudes
towards foreigners in various countries.
For example, the declared readiness to
accept foreigners (sub-index 1 with a
value of 0.25) is generally greater than
the estimated contribution of foreigners to host societies (sub index 2 with a
value of 0.02). This is valid for most of the
countries except Finland, Spain, Estonia,
Cyprus, and Portugal. In addition, positive attitudes prevail over negative ones

Educational integration of refugee
and asylum-seeking children
The sociological program has commenced work on the project entitled
Integrating Refugee and Asylum-seeking
Children in the Education System in the
Member States of the EU: Evaluation and
Promotion of Good Practices, in which
the Center’s partners are the Ludwig
Boltzmann Institute, Austria, CENCIS –
Italy, the Peace Institute – Slovenia and
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Table 1. Value of the Tolerance toward Foreigners Index and its
sub indexes
General index:
Tolerance
toward
foreigners

Sub index 1:
Readiness
to accept
foreigners

Sub index 2:
Evaluation of
the contribution
of foreigners

Sweden

0.97

1.41

0.53

Poland

0.64

0.89

0.40

Switzerland

0.52

0.58

0.46

Norway

0.47

0.70

0.23

Bulgaria

0.35

0.58

0.12

Denmark

0.34

0.45

0.24

Germany

0.32

0.61

0.03

Finland

0.26

0.09

0.43

Belgium

0.15

0.38

-0.09

France

0.03

0.15

-0.09

Slovenia

-0.01

0.27

-0.29

Spain

-0.09

-0.22

0.03

Great Britain

-0.20

-0.05

-0.36

Estonia

-0.22

-0.26

-0.17

Portugal

-0.30

-0.56

-0.04

Cyprus

-0.30

-0.42

-0.19

Russia

-0.39

-0.10

-0.68

0.13

0.25

0.02

Country

Average value:
Source:

European Social Study 2009

Halmstad University, Sweden. As of this
moment, the Sociological program has
prepared a methodology for the identification of best practices in educational
support for refugee and asylum-seeking
children. Country reports and situation
analyses will be prepared on the basis of
this methodology for all Member States
of the EU, as well as for four countries from the Western Balkans (Bosnia

and Herzegovina, Serbia, Croatia, and
Montenegro).
II. Evaluation of policies
and programs
Over the past two decades, theory
and practice for assessing policies and
programs has developed dynamically
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in a variety of territorial and institutional contexts. International institutions and organisations (the European
Commission, the Organization for
Economic Cooperation and Development,

the World Bank, the United Nations
Development Program, UNICEF, and
others), national governments, and civil
society organizations increasingly use
the practice of social evaluation of policies, programs, and projects of varying
nature and scope. In this context, the
Sociological Program has been building up its expertise and methodological
capacity for carrying out social impact
assessments of public policies and programs at the national and European levels. In this context, a Center for the Study
of Democracy publication that recently came out of print is Monitoring and
Evaluation of Public Policies and Programs
(Educational Methodological Handbook. Part
One). Its author, Dr. Andrey Nonchev, is
Director of the Sociological Program. The
Handbook presents the general theoretical, methodological and institutional
framework in which the monitoring and
evaluation of public policies and programs is carried out. The nature, general

The participants in the public discussion Transparent Governance:
Monitoring and Evaluation of Public Policies, February 9, 2010
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principles, objectives and functions of
the monitoring and evaluation of public
policies and programs are discussed, as
well as the key methods and techniques
in carrying these out. The assessment of
the Strategy and Program for Transparent
Governance and for the Prevention and
Combating of Corruption (2008 – 2008)
was used as an illustration of the practical application of the methods presented
in the report.
The publication emphasizes that the
systematic and thorough use of comprehensive tools for the monitoring
and evaluation of public policies and
programs has yet to be established in
Bulgaria. Underestimating the complexity of or need for these practices is one
of the reasons for the relatively low level
of preparedness of the country in adapting to the demands and challenges of
EU membership. The strengthening of
social assessment as a key component
of good governance and embedding it
in the entire cycle of implementation
of public policies and programs is an
important task to be accomplished. This

is in unison with the activities of the
Economic Program which are related
to researching the theory, practices and
challenges of good governance, as well
as in unison with the work of the Legal
Program toward the development of
indicators for assessing public trust in
the judicial system and achieving key
national objectives in the field of justice
and home affairs.
The Handbook was presented during a public discussion on the topic
of Transparent Governance: Monitoring
and Evaluation of Public Policies held on
February 9, 2010. The event was organized by the Center for the Study of
Democracy in cooperation with the
Friedrich Ebert Foundation.
III. Development of Civil Society
in Bulgaria
One of the priorities of the Sociological
program in 2010 was to strengthen the
non-government sector in Bulgaria,
along with the prevention of the ‘civil

Participants in the seminar on Conﬂicts of Interests and Good Governance:
Interaction between Local Authorities and Civil Society, held on May 14, 2010
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Participants in the round table on Preventing and Revealing Conflicts of Interest,
held on June 17, 2010
society capture’ phenomenon. The goal
was to raise public awareness about
the risks associated with the capture
of civil society, to mobilize citizens, to
increase the capacity of local media and
NGOs for taking countermeasures, and
to make recommendations for improved
management of civil society.
May 2010 marked the beginning of a
series of public discussions and activities conducted by the Center for the
Study of Democracy in support of
good governance of the interaction
between public institutions and civil
society. The Center, in cooperation
with Mrs. Maria Nedelcheva, member of the European People’s Party in
the European Parliament, organized
a seminar entitled Conflicts of Interests
and Good Governance: Interaction between
Local Authorities and Civil Society (May
14, 2010). The seminar focused on the
legal framework governing conflicts of
interest and its application in the area
of public-private partnerships between
municipalities and NGOs. In order

to encourage discussion on practical
challenges facing local authorities, the
seminar took place at the European
Information Centre in Hadjidimovo.
Over thirty people from the region participated, including municipality officials and councilors, representatives of
NGOs working together with municipalities, and local media representatives.
The municipalities of Gotse Deltchev,
Razlog, Blagoevgrad and Hadjidimovo,
all from the region, were represented
at the event. Municipal councilors from
Bansko and Sofia that demonstrated
their interest in the topic under discussion also attended the seminar.
The Centre for the Study of Democracy
organised a roundtable discussion on
the topic of Preventing and Revealing
Conflicts of Interest (June 17, 2010) on
the suggested changes in the ‘Law
on preventing and revealing conflicts
of interest and its application’. The
discussion involved representatives
of the legislative, executive and judicial authorities, experts from NGOs,
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and business associations. During his
opening speech, Dr. Ognian Shentov,
Chairman of the Board of Directors of
the Center for the Study of Democracy,
emphasized the political significance
of the problematic legal framework on
conflicts of interest. He stressed that
legislative acts, along with regulations
on the issue, are particularly important
in order to control public resources,
including EU funds, through the mechanism of public-private partnership.
Thus, public debate is necessary not
only on the legal framework, but also
in the regulation of conflict of interest
in the public administration at both
local and central levels. In this regard,
it is extremely important to create a
mechanism for preventing conflicts of
interest.

��������������
������������
����������������

The series of events continued with
a seminar entitled Discussions on the

Figure 5. NGO dynamics and income (2000 – 2008)
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Development of Civil Society in Bulgaria: Tendencies and Risks;
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Necessary Changes to the Legal Framework
on the Activities of Non-profit Legal
Entities (April 2, 2010). The seminar
participants discussed the legal framework on non-profit legal entities as it
applied to the activities of the local
NGOs. The seminar took place in
Gabrovo and was attended by 13 members of local NGOs.
In a follow-up discussion on the draft
law amendments in the Law for preventing and revealing conflict of interests the Centre organized a roundtable
discussion Civil Society in the Loops of
Power (June 15, 2010). It became clear
during the discussion that the nature
of NGOs has changed and they have

become increasingly involved in business activities, thus resembling business enterprises. In some cases, the
status of non-profit legal entity is used
for avoiding the ban on commercial
activities by public officials. The Center
for the Study of Democracy presented
its report entitled Development of Civil
Society in Bulgaria: Trends and Risks on
September 30, 2010. It included an analysis of the existing challenges to the
development of civil society in Bulgaria
and identified three key risk areas:
• Conflicts of interests related to the
accomplishment of public-private
partnerships;
• The capture of civil society by politi-

The risks of civil society capture
The abuse of NGOs by those in positions of power is facilitated by the imperfections of the legal framework regulating the “third sector”: the lack of mandatory procedures for transparency in the sector, the low levels of civil control
and self-control, the excessively bureaucratic and inefficient procedure for the
registration and re-registration of NGOs, as well as the inadequate regulation
of public-private partnerships. This allows NGOs pursuing illegitimate interests to function with impunity.
The otherwise inexplicable rise in the number of newly established NGOs in
recent years is an indirect confirmation of the tendency to capture “the third
sector”. The number of NGOs in Bulgaria has increased 8 times in the 2000 –
2010 period, reaching a total of 8,500, considering the fact that their number
has increased by 40% from 2008 to mid-2010, or by as many NGOs as their total
number in 2002. Politicians and the administration have found in NGOs a tool
for ostensibly legitimate supplemental income; for substitution of their prohibited involvement in the management of companies and property ownership
in limited liability companies; for enrichment of their circles of friends and
political partners and for a secure eventual exit from power. To illustrate, at the
end of 2008, 76% of both the MPs in the 40th National Assembly and ministers
and chairmen in state and executive agencies in the coalition government in
the period 2005 – 2009 and over 90% of mayors participated in the boards of
directors of NGOs in Bulgaria.
Source:

Development of Civil Society in Bulgaria: Tendencies and Risks;
Center for the Study of Democracy, 2010
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cians and high-ranking officials from
the central government and local
authorities, including the mechanisms of EU funds management;
• Business activities carried out by
non-profit organisations, which are
not adequately separated from their
main functions.
Legislative changes and measures have
been proposed in state and municipal
bodies along with measures intended
at self-regulation and greater transparency in the “third sector”.
IV. Development of Expertise
in the Sociological Program
and Cooperation with Other
Civic Institutions
The Sociological program has been providing sociological expertise (mainly
of a methodological and analytical

nature) in the development of research
methods and instruments, the collection and analysis of data, the application of advance research techniques and
tools. In 2010, the Sociological program
provided such expertise in conducting qualitative research (in depth interviews and focus group discussions) as
well as the accomplishment of cognitive
interviews for testing tools for determining the level of trust in the judicial
system.
Experts from the Sociological program
took part in a number of government,
civic and academic initiatives and
forums, among which were:
• The initiative to pass amendments to
the Law on Foreigners in Bulgaria;
• The development of a strategy for
the Sofia Regional Administration in
the field of social services;
• Participation in the Advisory Board

Round table on Civil Society in the Loops of Power, held on June 15, 2010
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to the Minister of Regional Development and Public Works – a body
for consultations, cooperation and
dialogue for the purpose of achieving
transparency in public policy;
• Participation in a panel discussion

on Migration processes and the integration of immigrants in the Academic
Forum for Social Science 2010, organized by the University of National
and World Economy.
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European program
2010 Highlights
In 2010, the European Program targeted its efforts in three main areas: (1) preparation of the methodology for organized crime threat assessment and analysis
of organized crime markets in Bulgaria, (2) study of the dynamics and trends
of conventional crime in Bulgaria; (3) research related to security issues in all
27 EU member states
• Organized crime threat assessment in Bulgaria and the European Union.
Study of best practices in developing methodological tools and preparation
of the first annual report on organized crime threat assessment in Bulgaria.
• Monitoring and prevention of conventional crime. Carrying out of a
National Crime Survey 2010 and public presentation of its findings.
• Expanding the area of research and participation at a European level in
the development of policies in the area of justice and home affairs. After
the presentation of the report on the Links between Organized Crime and
Corruption in all 27 EU member states before the European Commission,
European Parliament and Bulgarian public, a study was carried out on best
practices in the cooperation between border guards and customs administrations working at the external borders of the European Union.
I. Organized crime threat assessment
Organized crime threat assessment is a
priority area for the European Program.
The lack of methodological tools to assess
the dynamics and threats of organized
crime in Bulgaria makes law enforcement
inefficient, hinders political decisions
in the security sector and leads to bad
results in operative work due to undefined priorities when it comes to directing
resources to the most critical area. On the
other hand, the solving of this problem
will make Bulgaria a more reliable partner and will increase the country’s contribution in the analysis and prevention
of organized crime at a European level.
Over the past year an emphasis was
placed on building an efficient partner-

ship, setting up an interagency working
group, increasing the knowledge of the
members of the working group through
studying best practices in leading in
the area of threat assessment European
countries, researching criminal markets
in Bulgaria and creating a solid basis for
the development of a methodology for
Bulgarian organized crime threat assessment. Permanent partnership was established with Europol, the UK Serious
Organized Crime Agency (SOCA), the
Criminal Police of Austria, Belgium,
Germany and the Netherlands as well as
the Customs Administration of Sweden.
In the period February – May a four
day training workshop was conducted
in London as well as four one day seminars were organized and carried out in
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Thomas Schulte, Criminal Police of the North-Rhine Westphalia Province (Germany) at
the seminar Methodology of Organized Crime Threat Assessment in the North-Rhine
Westphalia Province, May 10, 2010
Sofia. During the workshop in London,
hosted by the Serious Organized Crime
Agency, the members of the working
group were presented in detail with

the UK threat assessment methodology
and the requirements that are met in
the development of an organized crime
threat assessment report.

Richard Landman, Senior Analyst of the Netherlands’ Police Agency’s Department
of International Police at the seminar Methodology for Organized Crime Threat
Assessment in the Netherlands, April 7, 2010
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The following four one day seminars
gave a good opportunity for the participants to expand their knowledge of
various approaches in the development
of threat assessment that are used in the
European Union.
Speakers at the seminars were the leading European experts: Richard Landman,
Senior Analyst of the Netherlands’ Police
Agency’s Department of International
Police, Thomas Schulte, Criminal Police
of the North-Rhine Westphalia Province
(Germany), Marc Paternotte, the Federal
Police of Belgium and Johan Falkman,
Senior Customs Adviser, Swedish
Customs. The topic discussed was the
experience of countries with more than
10 year tradition in conducting organized
crime threat assessment and substantial accumulation of methodological and
practical know-how. Several typologies
emerged related to how analysis and
assessment bodies work.
For example, a typical characteristic of
organized crime analysis and assessment

bodies in the Netherlands is the large
number of attracted academics, going
up to 75% of the expert team involved
in the threat analysis and assessment. A
mandatory element of the assessment of
crime activities and markets is the precise assessment of the harm done to the
country and society. The extent and type
of harm define the priorities with regard
to countering organized crime.
In t he prov i nce of Nort h-R h i ne
Westphalia the strategic approach to
organized crime contains three components: analysis (situation analysis) of
the up to the moment activities of the
organized crime group (OCG), analysis
of the current situation (reports like
the European OCTA) and prognosis for
the future development of organized
crime (the scenario approach). The latter was used in a particular project,
borrowing a methodology developed
for the first time by the Daimler-Benz
Concern in cooperation with Europol,
the University of Gent (Belgium) and
the National Police of Turkey.

Mr. Johan Falkman, Senior Customs Adviser, Swedish Customs at the seminar on
Methodology for Organized Crime Threat Assessment in Sweden, May 26, 2010
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From left to right: Mr. Philip Gounev, Research Fellow, Center for the Study
of Democracy; Mr. Marc Paternotte, the Federal Police of Belgium at a seminar on
Methodology for Organized Crime Threat Assessment in Belgium, May 12, 2010
In Mr. Paternotte’s presentation special
interest stirred the described by him
mechanism for institutional interaction among law enforcement services in
Belgium. He elaborated on the electronic system for registering wrongdoings
of organized crime groups and individual criminals, as well as the use of
this information system within Belgian
law enforcement bodies.
What differs the Swedish model from
the others is that the responsibility for
threat assessment is assigned to the
Swedish Customs and there is a strict
division of tasks among the other institutions involved in the production of
strategic analysis, methodology and
concrete models for the collection, systematization and analysis of criminological information.
As a result of the comprehensively presented national models, approaches and
methodologies, a conclusion was drawn
that a precise picture of the state of organized crime could be given only if repre-

sentatives of all institutions responsible
for countering organized crime work
together within one structure and make
an optimal use of public-private partnerships through taking stock of academic
and private sector experience.
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Simultaneously with the seminars, a
manual entitled Organized Crime Threat
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Assessment: Methodological Issues and
World Experience was compiled and published. The manual contains methodological models and approaches used in
organized crime threat assessment, as
well as official documents of EU member states, combining the analysis of
crime phenomena with foresight analysis and recommendations for countering organized crime by national bodies
and specialized European agencies like
Europol. The purpose of the manual is
to facilitate the introduction of an up-todate mechanism for strategic analysis
of organized crime threat assessment
which completely employs all European
best practices but is at the same time
tailored to Bulgarian environment.
In order to familiarize the public with
its work in the area of organized crime
threat assessment on 18 June 2010 the
Center for the Study of Democracy organized a round table at Sheraton Hotel
and some of the invited participants

were representatives of Europol, Serious
Organized Crime Agency (SOCA), UN
Office on Drugs and Crime (UNODC)
and the Ministry of Interior. It was
underlined that organized crime threat
assessment is a standard instrument
used in formulating policies and countering organized crime in a number
of European states. Its introduction in
Bulgaria will enable governmental and
civil control over law enforcement bodies and will also define the priorities in
countering serious organized crime.
The Minister of the Interior Tsvetan
Tsvetanov emphasized that since
its accession to the European Union
Bulgaria had wasted a lot of time with
regard to organized crime threat assessment which facilitated criminal links to
political parties and corruption schemes.
The need of such an assessment is more
tangible at the moment with the opening
up of borders and Bulgarian law enforcement bodies need to catch up with this

Participants in the round table on Organized Crime Threat Assessment, June 18, 2010
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Participants in the round table on Organized Crime Threat Assessment, from left to right:
Mr. Peter Allan, Counselor, United Nations Ofﬁce on Drugs and Crime (UNODC),
Mr. Jean-Dominique Nollet, Head, Analysis and Information Department, Europol,
Dr. Ognian Shentov, Chairman, Center for the Study of Democracy,
Mr. Tsvetan Tsvetanov, Deputy Prime Minister and Minister of the Interior,
Mr. John Flint, UK Serious Organised Crime Agency (SOCA),
Mr. Tzvetlin Iovchev, Chairman, State National Security Agency (SANS)
process of integration. If a state fails
to handle organized crime it becomes
its exporter. Minister Tsvetanov pointed
out the importance of the institutional
approach in solving this problem, which
will lead to faster justice, which is badly
needed in Bulgaria at the moment, and
will contain the spreading of crossborder
organized crime.
Representatives of the Center for the
Study of Democracy presented the main
types of reports on organized crime
threat assessment and the analytical
elements that they should comprise, as
an example was given the analysis of
cigarette smuggling in 2010.
Organized crime which drastically
evolved over the last decade continues
to a large extent to do financial harm
to the state and its citizens. The impact

of organized crime leads to permanent
negative changes in the value system of
society and its way of thinking. Annual
reports on threat assessment identify
“black fields” in the information about
organized crime and facilitate its countering. The participants in the discussion
recommended an interagency approach
and close partnership with academic
and law enforcement communities, the
judiciary and private sector, as well as
institutionalization of the development
of organized crime threat assessment.
Later this jointly produced assessment
report will facilitate the better work of
government bodies and enhance the
effectiveness of the combat against organized crime. The production of such an
assessment assures the public that the
government possesses political will to
tackle insecurity in the country.
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Crime markets analysis
The analysis of crime markets started
with the round table entitled State and
Trends of Cigarette Market in Bulgaria
held on 19 October 2010. In the presentations delivered at the meeting it
became clear that representatives of the
cigarette producing companies (Philip
Morris International, British American
Tobacco, Japan Tobacco International
and Bulgartabak) along with the
law enforcement and financial agencies (General Directorate Combating
Organized Crime, General Directorate
Border Police, General Directorate
Criminal Police, National Security State
Agency, Customs Agency) made an
overview of the dynamics of illegal
cigarette market and embraced the idea
of establishing a better public-private
partnership, as well as developing a
common strategy to efficiently counteract cigarette smuggling.
II. Monitoring and Prevention
of Conventional Crime
The carrying out of the annual National
Crime Survey and the public presentation
of its findings continue to be in focus of
the long-term work of the European
Program. At a round table organized on
8 June 2010 at the National Assembly,
entitled Dynamics of Conventional Crime in
Bulgaria 2009-2010 the participants were
presented with the results of the consecutive National Crime Survey along
with the work done by the Ministry of
Interior in countering organized crime
in 2009.
The National Crime Survey (NCS)
gives the big picture of volume crime
in Bulgaria. It is not only a sociological
survey but a structured process which
compares the results of victimization
surveys with police statistics. The survey as a policy instrument reflects the

best European practices and enables
comparability of results with those
of other EU member states. Minister
Tsvetanov praised the objectivity of the
NCS 2010. As one of the main goals to
be achieved by the Ministry of Interior
he outlined the reduction of the subjective factor in police work and the efforts
directed towards winning the confidence of the public. In this regard a new
regulation on crime registration is being
developed. He also emphasized the positive effect of the amendments of penal
legislation and the law on the Ministry
of Interior, as well as the introduction
of a complex analysis of and approach
to fighting crime As important achievements, Minister Tsvetanov emphasized
the work done in countering economic crime and drug proliferation, areas
neglected so far.
The NCS 2010 results show that the
fear of a sharp increase in the number
of crimes in a time of crisis is not substantiated. A similar trade is shown in
other European countries. Despite the
increased rates of crimes registered by
the Ministry of Interior and the growing
number of crimes reported by citizens
there is still a high level of non-reported
crime, as well as filtering out of significant number of reported crime by the
police. The NCS data show decrease in
the levels of categories of crimes and
markets, but that requires a very careful
analysis of the reasons for this decrease,
as well as a good consideration should
be given to the expected effect of the
post-crisis period, the demographic
problem and unemployment dynamics.
For the first time data were presented
with regard to telephone fraud and the
state of drug markets and sex services.
Kalin Georgiev, Secretary General of
the Ministry of Interior presented statistical data of the Ministry of Interior
on volume crime, along with the introduced measures and achieved practi-

51

Public Discussion on Dynamics of Conventional Crime in Bulgaria 2009-2010,
from left to right: Dr. Ognian Shentov, Chairman, Center for the Study of Democracy,
Tsvetan Tsvetanov, Deputy Prime Minister and Minister of the Interior,
Anastas Anastasov, Chairman, Internal Security and Public Order Committee,
Andreas von Below, Director, Soﬁa Ofﬁce, Konrad Adenauer Foundation
cal results with regard to countering
crime. He emphasized that the Center
for the Study of Democracy is a barometer of the expectations and attitudes
of the public towards the police. “We
complement each other, we are united
around the idea that the existing consent between the public and private
sector is a mechanism for collaboration
on a daily basis in our combat against
crime.”
Anastas Anastasov, Chairman of the
Internal Security and Public Order
Committee, noted that the more adequately legislative decisions taken last
year had proven their efficiency in the

results of the Ministry of Interior. There
are new legislative changes lying ahead
and they will further enhance the combat against crime.
The participants in the event discussed
various approaches to countering conventional crime. They underlined the
need of the completion of a Uniform
Information System to be used in countering crime, the enhancement of conventional crime prevention and the
introduction of new regulations related
to repeat offenders, as well as making
society play a more active role as a
partner to security and law enforcement
bodies.
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III. Expanding the ﬁeld of
research and taking part in
policy development in the area
of justice and home affairs
at a European level.

The links between corruption
and organized crime in all
27 EU member states
In 2009, the European Commission commissioned a study on examining the
links between corruption and organized
crime in all 27 EU member states, being
the first study of this type. It is based on
more than 150 interviews with experts
in the area of corruption (police, prosecutors, criminologists, and others.) More
than 120 statistical and survey indicators on corruption and organized crime
were analyzed in order to examine the
trends and patterns of how corruption
is used by organized crime.
In April 2010, on the initiative of the
European Commission, the study

was presented before representatives
of Internal Ministries of all 27 EU
member states, in June at a hearing
of the Committee on Civil Liberties,
Justice and Home Affairs (LIBE) of
the European Parliament, and on 16
November 2010 before the Bulgarian
public at a round table entitled
Corruption without Boundaries: The Link
between Corruption and Organized Crime
in the EU. The participants were presented with the results and conclusions
of the first study that systematically
examines the links between corruption and organized crime used as an
illicit instrument in all 27 EU member
states, along with recommendations to
the European Commission and the individual member states with regard to
practical measures to be taken and policies to be developed in this area.
Corruption and organized crime are
problems encountered by all modern
societies, including EU member states.
These are relatively known and com-

Participants in the round table on Corruption without Boundaries:
The Link between Corruption and Organized Crime in the EU, November 16, 2010
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Figure 6. Link between corruption and organized crime: country clusters
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prehensively analyzed problems but
the link between them is one of the
“blank spots” in social sciences. From
a practical point of view it is this link
that is of instrumental importance to
the development and implementation of
policies targeted at countering corruption and organized crime. This analytical study is the first and only analysis
of the links between corruption and
organized crime in the European Union
made so far.
The analysis of collected data provides
for the division of all 27 EU member states into seven clusters, each of
which represents the link between
organized crime and corruption, varying from very weak to extremely strong.
Denmark, Norway and Finland form
the first group and Poland, Romania
and Bulgaria belong to the group where
there is a strong link between corrup-
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tion and organized crime. The most
powerful instrument used by organized
crime is political corruption and the
strongest corruption pressure is exerted
over the police and local authorities.
The tangible difference of how corruption is used by organized crime in
different countries comes from the fact
that in Western Europe the commitment
of serious crimes is not related with the
traditional forms of organized crime
in contrast to East European countries,
including Bulgaria.
With regard to existing corruption in
police forces, the judiciary and local
authorities, the collected and analyzed
data show a wide range of measures
and practices aiming at countering organized crime and corruption. In some
countries the practice is to avoid any
public discussion of this issue.
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The development of policies that aim to
counter corruption and organized crime
in the spirit of the Stockholm Program
are closely related to the national security of EU member states, the functioning
of the common market, and their energy
and financial security. The recommendations made to the European Commission,
based on the carried out study, are divided into two groups – long-term and
short-term ones. In the long run the
report recommends the establishment of
an independent mechanism for corruption assessment at a European level. In
the short-run the European Commission
should work towards introducing a common definition of corruption in order
to harmonize statistical data on institutional corruption and conduct an assessment of the levels and impact of corruption on private sector. The recommendations addressed to EU member states are

directed mainly towards the more efficient exchange of best practices within
the EU and the better use of available
instruments for countering corruption
and organized crime. It is crucial that
member states assess on a regular basis
the efficiency of the measures aiming
to counter corruption, for example the
implementation of the OECD Convention
Recommendation on Combating Bribery
of Foreign Public Officials in Business
Transactions. The report also recommends the enhancement of internal
capability of law enforcement bodies to
detect corruption, as well as more active
collaboration with the private sector.
Tsvetlin Yovchev, Chairman of the
National Security Agency, outlined
objective and subjective reasons for the
existing link between corruption and
organized crime. He emphasized how

Participants in the round table on Corruption without Boundaries: The Link between
Corruption and Organized Crime in the EU, from left to right: Mr. Tsvetlin Yovchev,
Chairman, State Agency for National Security; Dr. Ognian Shentov, Chairman,
Center for the Study of Democracy; Mr. Tsvetan Tsvetanov, Deputy Prime-Minister
and Minister of the Interior, November 16, 2010
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important it is to sever the link between
ordering and executing persons, make
the environment in which organized
crime operates unfavorable, improve
efficiency of judicial prosecution of
perpetrators and weaken the financial
might of organized crime and all this
will drastically reduce its capability to
exert corruption pressure.
Tsvetan Tsvetanov, Deputy Prime
Minister and Minister of the Interior,
noted that it is a pity that one can speak
of symbiosis between organized crime
and corruption in Bulgaria. Turning a
blind eye to obvious law violations and
the lack of political will has led to the
inconsistent fight against corruption
and organized crime. The leadership of
the Ministry of Interior is determined
to implement the OCTA project, which
aims at introducing a powerful instrument to combat corruption and organized crime. Another step in this direction which will fill an existing gap is
the conduct of organized crime threat
assessment. In this regard an emphasis
was placed on the cooperation among
the Serious Organised Crime Agency
(SOCA), Europol, Ministry of Interior and
the Center for the Study of Democracy
as a coordination of the efforts targeting the development of uniform organized crime threat assessment. In order
to achieve that goal it is very important
to use the expertise of non-governmental organizations and closely collaborate
with representatives of authorities at all
levels as a guarantee for reducing the
negative impact of organized crime and
corruption on people’s life.
IV. Best practices in the cooperation
between border guards and
customs administrations working
at the external borders of the EU
In 2010, the European Program continued to conduct wide-scope studies

commissioned by the European Commission. The CSD expert team carried out
an analysis of existing best practices in
the cooperation between border guards
and customs administrations working at
the external borders of the EU.
The findings of the study show that
a combination of national, geographic,
institutional and cultural factors results
in different traditions in border management and cooperation practices
between institutions. That was the reason for reviewing existing forms of
cooperation and identifying problems
and best practices. At a European Union
level this is part of the effort to enhance
border protection and management of
the external borders consistent with the
concept for “an integrated management
system for external borders” (approved
at the Leaken European Council in 2001)
and other similar documents aiming at
enhancing the interagency cooperation
at the external borders of the EU.
Despite the effort to develop uniform
standards for EU external border management the forms and extent of cooperation between border guards and customs
is left at each member state’s discretion.
This results in different forms of cooperation which vary from state to state,
ranging from very productive cooperation in some member states or merging
of institutions (as in the case the case
of the UK) to relations characterized by
deep division of functions, competition
and lack of communication.
Best practices and problems in cooperation were identified on the basis of
information collected via electronic surveys designed for customs and border
guards employees in all member states
(except Luxemburg), 230 interviews and
25 study visits to 12 countries. In addition to the analysis of the regulatory
and operative aspects of cooperation,
research was carried out in Bulgaria
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on the main institutional, political and
cultural aspects of the work of border
management bodies.
Ten areas of cooperation between border management bodies of 26 members
states were analyzed: strategic planning, communication and exchange of
information, coordination of work flow
at border crossing points (BCPs), risk
analysis, crime investigation, joint operations, control outside BCPs, mobile
groups, contingency/emergency situations, infrastructure and joint use of
equipment and human resources training and management. The study also
examined the current state of cooperation as well as opportunities for its
enhancement at a European level. The
extent of cooperation in these 12 areas
varies in each member state and depends
on the structure of border management
bodies as well as their concrete functions and powers.

A comprehensive analysis was carried
out of the cooperation in each of these
eleven areas. Furthermore some good
mechanisms for cooperation were identified as best practices.
The cooperation between Bulgaria and
customs administrations at a EU level is
described as fragmental and idle, despite
the numerous initiatives launched and
efforts made in this direction over the
past decade. One of the reasons, mentioned very often by politicians, for the
lack of such cooperation is that border
police and customs issues are not regulated in a common legal framework and
that customs regulations were split in
two pillars before the ratification of the
Lisbon Treaty.
At the end of the report there are recommendations addressed to both EU
and national level politicians directed
towards enhancement of cooperation

Participants in the round table on Drafting a New Security Strategy,
held on June 30, 2010
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between Bulgarian customs and those
of the other EU member states in order
to increase the effectiveness of EU external border management and protection.

Discussion of a new National
Security Strategy
Issues related to national security has
always been the focus of the European
Program. On 30 June 2010 the Center
for the Study of Democracy organized
a round table discussing the development of a new security strategy of the
Republic of Bulgaria.
It was emphasized that the strategy
should be a complete political rather
than administrative document clearly
defining the political goals and values of the government. The latter will
define the nature, structure and wording of the strategy.

The leader of the working group Rumen
Milanov outlined the philosophy and
main principles of the drafted strategy.
The participants in the debate among
which Deputy Minister of Defense Ms.
Avgustina Tsvetkova, the MP Rumen
Petkov, and the experts Nikolay Kamov,
Slavcho Bossilkov, Ruslan Stefanov,
Todor Galev, as well as representatives
of governmental institutions and the
media agreed that a lot of work had been
done and the drafted strategy contains
valuable ideas. At the same time some
recommendations were made related to
the rearrangement of priorities so that
an emphasis is put on its economic part
as well as serious editing work should
be done to make the document more
understandable.
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Institutional Development
CSD is registered as a public benefit
organization with the Central Registry
of NGOs at the Bulgarian Ministry of
Justice. Public benefit organizations are
obliged by law to conform to a number
of additional financial reporting rules
and to submit annual activity reports.
In 2010, CSD employed a staff of thirty-five of whom twenty-seven in professional and management positions,
including part-time consultants, and
eight employees in administrative positions.
Accountability and transparency are
guiding principles in the operation of
the Center for the Study of Democracy.
They are intrinsic to CSD activity and
are related to the critical analysis of
reforms that are being carried out in
the country. These principles are implemented by means of:
• publishing annual audit reports
since 1992;
• auditing individual projects;
• publishing annual reports since
1994;
• providing regularly information
about the activities of CSD on its
website;
• providing information to the mass
media about on-going projects and
their results;
• publishing a wide range of analyses
and reports;
The application of good management
practices has been critical to the successful work of the Center for the Study of
Democracy. In 2010, CSD continued its
efforts to adapt its work to the dynamic
donor environment and the new EU
financial instruments available for the

period 2007-2013: the 7th Framework
Program, the European Social Fund,
the financial instruments in the area of
justice and home affairs. Some of the
CSD activities were funded through
the operational programs administered
by the Bulgarian government, as well
as the Kingdom of Norway, the Balkan
Democracy Trust and the World Bank.
Apart from the awarded grants, CSD
diversifies its ways of funding by taking part in tender bids announced by
the European Commission (through its
consulting arm Project One EOOD).
In 2010, CSD proved its reputation as a
reliable partner and coordinator of projects encompassing research not only in
Bulgaria but in all EU Member States.
In partnership with leading European
NGOs and academic institutions, CSD
took part in the European debate on the
assessment and development of policies
related to countering organised and
conventional crime, the grey economy,
corruption, as well as policies with
regard to third country nationals and
security issues concerning the external
borders of the EU.
In 2010, CSD updated its Administrative
and Financial Regulations aiming to
enhance the effectiveness in managing
its human and financial resources along
with the adoption of the amendments in
the Bulgarian labour legislation.

Consulting arms of CSD:
Vitosha Research and Project One
Vitosha Research EOOD and Project
One EOOD are wholly owned by CSD
and form the CSD Group. Vitosha
Research EOOD had started as one
of the programs of CSD dealing with
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sociological issues and in 2000 was set
up as a separate commercial company aiming to support the long term
financial sustainability of CSD through
involvement in marketing research. The
General Manager of the company is the
Director of Research of CSD.
Project One EOOD was founded after
consultations with the auditing company
KPMG in order to enable CSD’s participation in tenders and consultancy projects
on the territory of Bulgaria and the EU.
Project One was also charged with the
management of CSD investment activities. The General Manager of Project One
EOOD is the Executive Director of CSD.
The three organizations use interchangeably their facilities, human and financial
resources in order to better achieve their
goals, while observing distinct separation of CSD Group’s commercial and
non-commercial activities.
In 2010, Vitosha Research carried out
forty-five social, economic, media and
marketing research projects. Forty-two
thousand face-to-face and telephone
interviews were conducted with citizens,
profit and non-profit organizations.
Online surveys were also launched, the
results of which were consolidated in
ten analytical reports.
In 2010, Vitosha Research carried out
for the seventh consecutive time the
National Crime Survey which reports
the victimitization rate among the
Bulgarian population.
Vitosha Research is the Bulgarian partner in Flash Eurobarometer – a largescale research project of the European
Commission involving the carrying out
of regular surveys related to topical
issues among the citizens of thirty-four
countries, also including some EU member states. In 2010, Vitosha Research
conducted twenty surveys for Flash
Eurobarometer.

Along with marketing research, in 2010
the agency carried out important surveys in the social and economic areas
commissioned by Bulgarian and international institutions:
• the Employment Agency (Survey on
the attitude of unemployed people
towards starting a private business,
conducted by regions);
• the Ministry of Labour and Social
Policy (Methodology development
and carrying out of a pilot survey
to monitor the socio-demographic
status and attitudes of third country
nationals);
• the Ministry of Agriculture and Foods
(Survey on training demand related
to the implementation of Measure
111 under the Rural Development
Program 2007-2013);
• the King’s College, UK (Scientific
indicators of trust in the judiciary);
• Public Opinion Research Service, US
Department of State (Public opinion
survey, Bulgaria 2010);
• Gallup Europe (Mapping of public services in Europe; Survey of
European working conditions);
• Gallup Hungary (World-wide survey, Bulgaria 2010).
Project One EOOD continued its efforts
to have an office building designed and
constructed at 3, Zhendov Str., a site
adjacent to the building currently occupied by CSD. The construction design
was placed on a list of projects featuring
best energy saving practices within the
framework of the Sustainable Energy
Europe initiative launched by the
European Commission. CSD acquired
the status of an official partner to the
Sustainable Energy Europe Campaign
(www.sustenergy.org). Through this
project CSD contributes to the implementation of the policy on energy efficiency and sustainable socio-economic
development.
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Economic Program
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Galina Sapundjieva, Program Assistant
Maria Doichinova, Program Assistant
Sociological Program
Andrey Nonchev, PhD, Director
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Independent Auditors’ Report

To the General Assembly of
The Center for Study of Democracy
Sofia, 1 August 2011
Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of Center for Study of
Democracy and its subsidiaries (the ‘Group’) which comprise the consolidated statement of
financial position as of 31 December 2010 and the consolidated statements of comprehensive
income, changes in equity and cash flows for the year then ended and a summary of significant accounting policies and other explanatory notes.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards as
adopted by the European Union, and for such internal control as management determines
is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based
on our audit. We conducted our audit in accordance with the International Standards on
Auditing. Those Standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on
the auditor’s judgment, including the assessment of the risks of material misstatement of
the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the consolidated
financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
Opinion
In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the financial position of the Group as of 31 December 2010, and its financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards as adopted by the European Union.

Rositsa Boteva
Registered Auditor
“Major Parvan Toshev” str., Nr. 25
Sofia 1408
Bulgaria
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(all amounts in BGN thousand)

Note

31 December
2010

31 December
2009
2,043

Assets
Property, plant and equipment

5

2,138

Intangible assets

6

12

33

Investment property

7

367

378

Deferred tax assets

16

Total non-current assets

8

7

2,525

2,461

Trade and other receivables

8

276

459

Cash and cash equivalents

9

1,335

743

183

39

Total current assets

1,794

1,241

Total assets

4,319

3,702

Equity

3,268

3,252

225

209

225

209

307

120

9

33
78

Deferred expenses

Liabilities
Loans payable

11

Total non-current liabilities
Trade and other payables

10

Lease liabilities
Deferred financing

12

492

Corporate income tax liabilities

16

18

10

826

241

Total liabilities

1,051

450

Total equity and liabilities

4,319

3,702

Total current liabilities

These financial statements set out on pages 3-26 were approved by the Governing Board on 27 July 2011
They are signed on behalf of the Governing Board by:
Vladimir Yordanov
Executive Director
27 July 2011
Initialled for identification purposes in reference to the audit report:
Rositsa Boteva
Registered Auditor
1 August 2011
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(all amounts in BGN thousand)
Revenues
Cost of Sales
Gross Profit

Note
13
14

For the year ending:
31 December
31 December
2010
2009
2,449
1,763
(2,407)
(1,710)
42
53

Other operating income
Administrative expenses
Impairment losses
Revenue from operating activities

41
(25)
58

17
(23)
(8)
39

Financial income
Financial expenses
Net financing costs

15
(36)
(21)

37
(17)
20

37

59

(21)

(17)

16

42

Other comprehensive income

-

-

Total comprehensive income

16

42

15

Profit before income tax
Income tax expense

16

Net profit for the period

These financial statements set out on pages 3-26 were approved by the Governing Board on
27 July 2011 They are signed on behalf of the Governing Board by:
Vladimir Yordanov
Executive Director
27 July 2011
Initialled for identification purposes in reference to the audit report:
Rositsa Boteva
Registered Auditor
1 August 2011
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(all amounts in BGN thousand)

Note

Total

Balance as at 1 January 2009
Net loss for the period
Balance as at 31 December 2009

Retained
earnings
3,210
42
3,252

Balance as at 1 January 2010
Net profit for the period
Balance as at 31 December 2010

3,252
16
3,268

3,252
16
3,268

3,210
42
3,252

These financial statements set out on pages 3-26 were approved by the Governing Board on
27 July 2011. They are signed on behalf of the Governing Board by:

Vladimir Yordanov
Executive Director
27 July 2011
Initialled for identification purposes in reference to the audit report:

Rositsa Boteva
Registered Auditor
1 August 2011
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(all amounts in BGN thousand)

Note

Cash flows from operating activities
(Loss)/Profit before income tax
Adjustments for:
Depreciation and amortisation
Net interest income accrued

5,6,7

For the year ending:
31 December
31 December
2010
2009
37

58

113
(15)
135

95
(36)
117

2

-

Changes in working capital:
(Increase)/Decrease of inventory
(Increase)/Decrease of trade and other
receivables and deferred expenses
Increase/(Decrease) of trade and
other payables
Cash flow from operating activities

37

(273)

609
783

7
(149)

Interest received
Income tax paid
Net cash flows from operating activities

15
(8)
790

36
32
(145)

(174)

(302)

(174)

52
(250)

Cash flows from investment activities
Purchase of property, plant and
equipment and intangible assets
Proceeds from sale of property, plant
and equipment
Net cash flows from investment activities
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(all amounts in BGN thousand)

Note

For the year ending:
31 December
31 December
2010
2009

Cash flows from financial activities
Paid interest and bank charges
Loans received
Net cash flow from financial activities
Net increase/(decrease) in cash and
cash equivalents
Cash and cash equivalents at the
beginning of the period
Cash and cash equivalents at the end
of the period

9

(24)
(24)

(4)
200
196

592

(199)

743

942

1,335

743

These financial statements set out on pages 3-26 were approved by the Governing Board on
27 July 2011. They are signed on behalf of the Governing Board by:

Vladimir Yordanov
Executive Director
27 July 2011
Initialled for identification purposes in reference to the audit report:

Rositsa Boteva
Registered Auditor
1 August 2011
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1. Group background and activities
The Center for the Study of Democracy (CSD) is a non-profit organisation domiciled in
Bulgaria. The consolidated financial statements of CSD for the year ended 31 December 2010
comprise CSD and its subsidiaries, Vitosha Research EOOD and Project 1 EOOD (together
referred to as the ”Group”).
Founded in late 1989, the Center for the Study of Democracy (CSD) is an interdisciplinary
public policy institute dedicated to the values of democracy and market economy. CSD is
a non-partisan, independent organization fostering the reform process in Bulgaria through
impact on policy and civil society.
CSD objectives are:
• to provide an enhanced institutional and policy capacity for a successful European
integration process;
• to promote institutional reform and the practical implementation of democratic values
in legal and economic practice;
• to monitor public attitudes and serve as a watchdog of the institutional reform process
in the country;
• to strengthen the institutional and management capacity of NGOs in Bulgaria.
The Center for the Study of Democracy owns 100% of its subsidiaries Vitosha Research
EOOD and Project 1 EOOD.
Vitosha Research EOOD, established in 2000, is specialised in wide range of research fields:
social and economic policy; social assessment and evaluation studies; economic and political behaviour; political attitudes and value systems; market, media and audience research;
advertising studies, and others.
Project 1 EOOD was established in 2003. Its main activity is managing real estate investments
of the Group and project management of the contract research of the Group.
As of 31 December 2010 the Group has 46 employees.
The financial statements were approved by the Governing Board on 27 July 2011.
2. Accounting policies
The principal accounting policies applied in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.
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2.1. Basis of preparation
These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS), as adopted by the European Union. The financial statements have been prepared under the historical cost convention.
The consolidated financial statements comprise the financial statements of the Center for the
Study of Democracy and its subsidiaries as at 31 December each year. The financial statements of subsidiaries are prepared for the same reporting period as the parent Group, using
consistent accounting policies. For consolidation purposes, the financial information of the
Group has been combined on a line-by-line basis by adding together like items of assets,
liabilities, income and expenses.
All intra-group balances, income and expenses and unrealized gains resulting from intragroup transactions are eliminated in full. Unrealised losses are also eliminated but considered
an impairment indicator of the asset transferred. Subsidiaries are fully consolidated from
the date of acquisition, being the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases. Accounting policies of subsidiaries
have been changed where necessary to ensure consistency with the policies adopted by the
Group.
Subsidiaries are all entities (including special purpose entities) over which the Group has the
power to govern the financial and operating policies generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered when assessing whether the
Group controls another entity.
The purchase method of accounting is used to account for the acquisition of subsidiaries by
the Group. The cost of an acquisition is measured as the fair value of the assets given, equity
instruments issued and liabilities incurred or assumed at the date of exchange.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of
the extent of any non controlling interest. The excess of the cost of acquisition over the fair
value of the Group’s share of the identifiable net assets acquired is recorded as goodwill. If
the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired,
the difference is recognised directly in the income statement.
After initial recognition, goodwill is measured at cost less any accumulated impairment
losses. For the purpose of impairment testing, goodwill acquired in a business combination
is, from the acquisition date, allocated to each of the Group’s cash-generating units that are
expected to benefit from the synergies of the combination, irrespective of whether other
assets or liabilities of the acquiree are assigned to those units.
Where goodwill forms part of a cash-generating unit and part of the operation within that
unit is disposed of, the goodwill associated with the operation disposed of is included in the
carrying amount of the operation when determining the gain or loss on disposal of the opera-
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tion. Goodwill disposed of in this circumstance is measured based on the relative values of
the operation disposed of and the portion of the cash-generating unit retained.
Transactions with non-controlling interests
Non-controlling interests represent the portion of profit or loss and net assets not held by
the Group and are presented separately in the income statement and within equity in the
consolidated balance sheet, separately from parent shareholders’ equity. Disposals of noncontrolling interests result in gains and losses for the Group that are recognised in the income
statement. Acquisitions of non-controlling interests are accounted for whereby the difference
between the consideration and the book value of the share of the net assets acquired is recognised in goodwill.
The preparation of the financial statements in accordance with IFRS requires management
to make estimates and assumptions. The management relied on their own judgment when
applying the accounting policy of the Group. The elements of the financial statements whose
presentation includes higher degree of judgment or subjectivity and for which the assumptions and judgments have higher influence are separately disclosed in Note 4.
New and amended standards, adopted by the Group:
New and amended standards and interpretations mandatory for the first time for the financial year beginning 1 January 2010 are not early adopted by the Group because management
of the Group believes that they are nor currently relevant to the Group although they may
affect accounting for future transactions and events.
New standards, amendments and interpretations issued but not effective for the financial
year beginning 1 January 2010 are not early adopted by the Group. They are not relevant to
Group although they may affect accounting for future transactions and events.
2.2. Foreign currency translations
2.2.1. Functional and presentation currency
Items included in the financial statements of the Group are measured using the currency of
the primary economic environment in which the entity operates (‘the functional currency’).
The functional and presentation currency is ‘Bulgarian lev’ or ‘BGN’.
2.2.2. Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognised in the
income statement.
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2.3. Property, plant and equipment
All property, plant and equipment are stated at historical cost less depreciation, less impairment losses, if any. Historical cost includes all expenditure that is directly attributable to the
acquisition of the items.
Subsequent costs are included in the assets carrying amount or recognised as a separate asset,
only when it is probable that future economic benefits associated with the item will flow to
the Group and the cost of the item can be measured reliably.
Depreciation commence from the date the asset is available for use. Land is not depreciated
as it is deemed to have an indefinite life. Assets under construction are not depreciated as
not yet available for use.
The Group uses straight – line depreciation method. Depreciation rates are based on the useful life of the different types of property, plant and equipment as follows:
Buildings
25 years
Machinery and equipment
2 years
Vehicles
4 years
Fixtures and fittings
2 – 6 years
Property, plant and equipment is depreciated from the month, following the acquisition
date and for internally generated assets – from the month, following the date of entering
into use.
An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount.
2.4. Intangible assets
Intangible assets acquired by the Group are presented at cost, less accumulated amortisation
and impairment.
Subsequent expenditures
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases
the future economic benefit embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.
Amortisation is charged to the income statement on a straight-line basis over the estimated
useful lives of intangible assets unless such lives are indefinite.
2.5. Financial assets
The Company classifies its financial assets in the following categories: at fair value through
profit or loss, loans and receivables, held-to-maturity investments, and available-for-sale
financial assets. The classification depends on the purpose for which the investments were
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acquired. Management determines the classification of its investments at initial recognition
and re-evaluates this designation at every reporting date.
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held for trading. A
financial asset is classified in this category if acquired principally for the purpose of selling in
the short term. Assets in this category are classified as current assets.
For the purposes of these financial statements short term means a period within 12 months.
During the year, the Group did not hold any investments in this category. The Group does
not possess such financial assets as at 31 December 2010.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They are included in current assets, except
for maturities greater than 12 months after the balance sheet date. These are classified as
non-current assets. The Group’s loans and receivables comprise ‘trade and other receivables’
and ‘cash and cash equivalents’ in the balance sheet. Loans and receivables are carried at
amortized cost using the effective interest rate.
Held-to-maturity
Held-to-maturity investments are fixed-maturity investments that the Group’s management
has the positive intention and ability to hold to maturity. These securities are included as
non-current assets except for securities, reaching maturity within 12 months from the balance
sheet date and which are recognised as current during the reporting period. During the year,
the Group did not hold any investments in this category.
Available for sale financial assets
Available-for-sale financial assets are non-derivatives that are investments acquired with the
purpose to be owned for non–fixed period of time and which can be sold when the Group
needs recourses or at change of interest rates. They are included in non-current assets unless
management intends to dispose of the investment within 12 months of the balance sheet date
or to use them as a source of working capital. In this case the investments are classified within
current assets. During the year, the Group did not hold any investments in this category.
The group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial assets is impaired. Impairment testing of trade and other
receivables is described in Note 2.7.
2.6. Inventory
Inventories are stated at the lower of cost and net realisable value. Inventories are
expensed using the weighted average method. Net realisable value is the estimated selling
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price in the ordinary course of business, less the estimated costs of completion and selling
expenses.
2.7. Trade and other receivables
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost (using effective interest method) less provision for impairment. A provision for
impairment of trade receivables is established when there is objective evidence that the Group
will not be able to collect all amounts due according to the original terms of receivables.
Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30
days overdue) are considered indicators that the trade receivable is impaired. The amount
of the provision is the difference between the asset’s carrying amount and the present value
of estimated future cash flows, discounted at the original effective interest rate. The carrying
amount of the asset is reduced through the use of an allowance account, and the amount of
the loss is recognised in the income statement within ‘selling and marketing costs’. When
a trade receivable is uncollectible, it is written off against the allowance account for trade
receivables. Subsequent recoveries of amounts previously written off are credited against
‘selling and marketing costs’ in the income statement.
2.8. Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, and other
short-term highly liquid investments with original maturities of three months or less as well
as bank overdrafts. Bank overdrafts are shown within current borrowings in current liabilities
on the balance sheet.
2.9. Investment property
Investment property is property held either to earn rental income or for capital appreciation
or for both, but not for sale in the ordinary course of business, use in the production or supply of goods or services or for administrative purposes. Investment property is measured at
cost on initial recognition and subsequently at fair value with any change therein recognised
in profit or loss.
Cost includes expenditure that is directly attributable to the acquisition of the investment
property. The cost of self-constructed investment property includes the cost of materials and
direct labour, any other costs directly attributable to bringing the investment property to a
working condition for its intended use and capitalised borrowing costs.
When the use of a property changes such that it is reclassified as property, plant and equipment, its fair value at the date of reclassification becomes its cost for subsequent accounting.
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2.10. Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over the period
of the borrowings using the effective interest method.
Borrowings are classified as current liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months after the balance sheet date.
Borrowing costs are recognised as an expense in the period in which they are incurred.
2.11. Deferred tax
Deferred income tax is provided in full, using the liability method, on all temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. Deferred income tax is determined using tax rates that have been enacted or substantially enacted by the balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled.
Deferred income tax assets are recognised to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.
2.12. Employee benefits on retirement
In accordance with article 222, para. 3 of the Bulgarian Labour Code, in the event of termination of a labour contract after the employee has reached the lawfully required retirement
age, regardless of the reason for the termination, the employee is entitled to a compensation
as follows: 2 gross monthly salaries in all cases and 6 gross monthly salaries if the employee
has been engaged with the Group for at least 10 years. As at 31 December the Group has not
accounted for those potential obligations.
2.13. Revenue recognition
Revenue comprises the fair value of the consideration received or receivable for the sale of
goods and services in the ordinary course of the group’s activities. Revenue is shown net
of value-added tax, returns, rebates and discounts and after eliminating sales within the
group.
The group recognises revenue when the amount of revenue can be reliably measured, it is
probable that future economic benefits will flow to the entity and when specific criteria have
been met for each of the group’s activities as described below. The amount of revenue is not
considered to be reliably measurable until all contingencies relating to the sale have been
resolved. The group bases its estimates on historical results, taking into consideration the
type of customer, the type of transaction and the specifics of each arrangement.
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Sales of services
Revenue from time and material contracts, typically from delivering certain services, is
recognised under the percentage of completion method. Revenue is generally recognised at
the contractual rates. For time contracts, the stage of completion is measured on the basis of
labour hours delivered as a percentage of total hours to be delivered.
Revenue from fixed-price contracts for delivering certain services is also recognised under
the percentage-of-completion method. Revenue is generally recognised based on the services
performed to date as a percentage of the total services to be performed.
If circumstances arise that may change the original estimates of revenues, costs or extent of
progress toward completion, estimates are revised. These revisions may result in increases or
decreases in estimated revenues or costs and are reflected in income in the period in which
the circumstances that give rise to the revision become known by management.
Revenue from grants and contributions
Grants from financing bodies are recognised initially as deferred income when there is reasonable assurance that they will be received and that the Group will comply with the conditions associated with the grant. Grants that compensate the Group for expenses incurred are
recognised in profit or loss on a systematic basis in the same periods in which the expenses
are recognised. Grants that compensate the Group for the cost of an asset are recognised in
profit or loss on a systematic basis over the useful life of the asset.
Interest income
Interest income is recognised on a time-proportion basis using the effective interest method.
When a receivable is impaired, the Group reduces the carrying amount to its recoverable
amount, being the estimated future cash flow discounted at the original effective interest rate
of the instrument, and continues unwinding the discount as interest income. Interest income
on impaired loans is recognised using the original effective interest rate.
2.14. Dividend distribution
The Group does not distribute dividends.
3. Financial risk management
3.1. Global financial crisis
Impact of the ongoing global financial and economic crisis
The global financial crisis has had a severe effect on the Bulgarian economy and the financial
situation within the Bulgarian financial and corporate sectors has significantly deteriorated
since mid-2008. In 2010, the Bulgarian economy experienced a moderate recovery in eco-
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nomic growth. The recovery was accompanied by increased export and increased rate of
household savings.
The future economic direction of Bulgaria is largely dependent upon the effectiveness of economic, financial and monetary measures undertaken by the Government, together with tax,
legal, regulatory and political developments.
Management is unable to predict all developments which could have an impact on the sector and wider economy, and consequently what effect, if any, they could have on the future
financial position of the Group.
The Bulgarian economy is also vulnerable to market downturns and economic slowdowns
elsewhere in the world. Management is unable to determine reliably the effects on the
Group’s future financial position of any further changes in the economic environment in
which the Group operates.
Management believes it is taking all necessary measures to support the sustainability and
development of the Group’s business in the current circumstances.
Impact on customers/borrowers
The debtors or borrowers of the Group may also be affected by the lower liquidity situation which could, in turn, impact their ability to repay the amounts owed. The operating
conditions for customers may also have an impact on management’s cash flow forecasts and
assessment of the impairment of financial and non-financial assets. To the extent that information is available, management has properly reflected revised estimates of expected future
cash flows in its impairment assessments.
3.2. Financial risk factors
The risk exposures of the Group could be determined as follows: market risk (including currency risk, prise risk and risk of future cash flow changes as a result of changes in market
interest rate), credit risk and liquidity risk. The Group’s management focuses on the financial
risk and seeks to minimise potential adverse effects on the Group’s financial performance.
3.2.1. Market risk
a) Currency risk
The Group is not exposed to foreign exchange risk as most of its activities are denominated
in EUR. The exchange rate of the BGN is currently pegged to the EUR.
The Group’s management does not believe that the peg will change within the next 12
months and therefore no sensitivity analysis has been performed.
b) Price risk
The Group’s management considers the price risk in the context of the future revenues that
are expected to be generated in the operating activity of the Group.
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3.2.2. Cash flow and fair value interest rate risk
As the Group has no significant interest-bearing assets, the Group’s income and operating
cash flows are substantially independent of changes in market interest rates.
The Group analyses its interest rate exposure on a dynamic basis and addresses the underlying risk.
3.2.3. Credit risk
Credit risk arises from cash and cash equivalents and deposits with banks and financial
institutions.
3.2.4. Liquidity risk
In the context of its underlying activities, the Group is able to maintain flexibility in funding
and to use credit lines, overdrafts and other credit facilities, if necessary.
The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the remaining period at the balance sheet to the contractual maturity date.
The amounts disclosed in the table are the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying balances as the impact of discounting is not
significant.
As at 31 December
2010
Trade and other
payables
As at 31 December
2009
Trade and other
payables

Up to 1 year

Between
1 and 2 years

Between
2 and 5 years

Over 5 years

307

–

225

–

Up to 1 year

Between
1 and 2 years

Between
2 and 5 years

Over 5 years

120

–

209

–

4. Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. The authenticity of accounting estimates and judgments is monitored regularly.
The group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are addressed below:
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Useful life of property, plant and equipment
The presentation and valuation of property, plant and equipment requires the Management
to estimate their useful life and remaining value. The Management assesses at the end of each
accounting period the determined useful life of the property, plant and equipment.
Impairment of loans and receivables
Impairment of receivables is determined based on Management’s expectations for the collectability of the loans and receivables. As at the date of preparation of the financial statements,
the Management reviews and assesses the existing receivables’ balances for collectability.
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5. Property, plant and equipment
Land
Computers
&
buildings

Vehicles

Fixtures
&
Fittings

Other
assets

Total

Assets
under
construction

Cost
As at 1 January 2009
Additions
Disposals
As at 31 December 2009

839

175

264

123

3

978

2,382

-

19

64

3

-

192

278

-

(1)

(102)

-

-

-

(103)

839

193

226

126

3

1,170

2,557

Additions

-

28

101

10

-

38

177

Disposals

-

(17)

-

(5)

-

-

(22)

839

204

327

131

3

1,208

2,712

As at 1 January 2009

85

122

228

98

2

11

546

Depreciation charge

18

23

23

6

1

-

71

-

(1)

(103)

-

-

-

(103)

103

144

149

104

3

11

514

18

24

34

6

-

-

82

-

(17)

-

(5)

-

-

(22)

121

151

183

105

3

11

574

As at 1 January 2009

754

53

36

25

1

967

1,836

As at 31 December 2009

736

49

77

22

-

1,159

2,043

As at 31 December 2010

718

53

144

26

-

1,197

2,138

As at 31 December 2010
Depreciation

Disposals
As at 31 December 2009
Depreciation charge
Disposals
As at 31 December 2010
Carrying amount
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6. Intangible assets
Software

Total

Cost
As at 1 January 2009
Additions
As at 31 December 2009

50
29
79

50
29
79

Disposals
As at 31 December 2010

(13)
66

(13)
66

Amortisation
As at 1 January 2009
Amortisation charge
As at 31 December 2009

32
14
46

32
14
46

Amortisation charge
As at 31 December 2010

12
54

12
54

Carrying amount
As at 1 January 2009
As at 31 December 2009
As at 31 December 2010

18
33
12

18
33
12

2010

2009

As at 1 January
Carrying amount at the beginning of the period
Depreciation charge
Carrying amount at the end of the period

378
(11)
367

389
(11)
378

As at 31 December
Cost
Accumulated depreciation
Carrying amount

428
(61)
367

428
(50)
378

7. Investment property
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Investment properties of the Group consist of land and buildings acquired in the period
2005-2006. Investment property is presented at cost less accumulated depreciation and
impairment losses.
8. Trade and other receivables

Trade receivables
Impairment provision of trade payables
Trade receivables, net
Prepaid corporate tax
Other

As at 31 December
2010
2009
267
444
(25)
(25)
242
419
33
3
1
37
276
459

The carrying amount of trade and other receivables approximates their fair value.
9. Cash and cash equivalents

Cash at hand
Cash in bank current accounts

As at 31 December
2010
2009
83
52
1,252
691
1,335
743

10. Trade and other payables

Payables to related parties
Payables to partners and suppliers
Salaries and social securities payables
Other

As at 31 December
2010
2009
150
132
88
21
23
4
9
307
120
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11. Loans liabilities

Principal of loan to related parties
Interest payable

As at 31 December
2010
2009
200
200
25
9
225
209

Loans liabilities represent loan granted in 2009 by IR Communications to Project 1. According
to the loan contract the interest rate is 8%.
12. Deferred financing

European Commission – Tracking Progress in
Strengthening the Criminal Justice Indicators for
Integrated Case Management
Royal Norwegian Embassy in Sofia – Norwegian
Cooperation programme – Strengthening Governance
for sustainable production in Bulgaria
European Commission – Bulgarian Organised Crime
Threat Assessment
European Commission – Integrating Refugee and
Asylum-seeking Children in the Educational Systems
of EU Member States
Konrad Adenauer Foundation – National Crime Survey
Friedrich Ebert Foundation – Hidden Economy
in Bulgaria
European Commission – Global Governance
Regionalization and Regulation: the Role of the EU
Bulgaria Fund – Countering Civil Society Capture
in Bulgaria
Royal Netherlands Embassy in Sofia – Enhancing
Transparency and Business Integrity in Bulgaria
Access Foundation – Monitoring of the Work
of the Sofia City Council
Total deferred financing related to projects
Financing for acquisition of fixed assets

As at 31 December
2010
2009
139

-

145

-

113

-

56
8

-

6

-

4

5

-

33

-

2

471
21
492

5
45
33
78
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13. Revenues
Revenues from grants financing and other project for respective periods are as follows:

European Commission – Bulgarian Organised Crime Threat
Assessment
Royal Norwegian Embassy in Sofia – Norwegian Cooperation
programme – Strengthening Governance
for sustainable production in Bulgaria
European Commission – Integrating Refugee and
Asylum-seeking Children in the Educational Systems
of EU Member States
Ministry of Labour and Social Policy – European Integration
Fund – Development of Information Foundations of the
Bulgarian Immigration Policy Towards Third Countries
Nationals
European Commission – Tracking progress in strengthening
the criminal justice indicators for integrated case management
Bulgaria Fund – Countering Civil Society Capture
in Bulgaria
Konrad Adenauer Foundation – Hidden Economy
in Bulgaria
The Royal Netherlands Embassy in Sofia – Enhancing
transparency and business integrity in Bulgaria
Access Foundation – Monitoring of the Work of the Sofia City
Council
Operational Programme Administrative Capacity –
Strengthening CSD’s capacity in the Area of Justice
and Home Affairs
European Commission – Scientific Indicators of Confidence in
Justice: Tools for policy assessment
Bulgaria Fund – Monitoring of Anti-Corruption Reforms
in Bulgaria
European Commission – Crime Repression Costs
Council of Ministers – Evaluation and Analysis of the
Coordination and Control Functions of the Commission
for Prevention and Countering of Corruption (CPCC)
Ministry of Education and Science – Scientific Research
Fund – Scientific Indicators of Confidence in Justice:
Tools for Policy Assessment
Other projects
Revenue from services
Income from financing for fixed assets

2010

2009

424

-

263

179

82

-

51

46

39

-

33

-

30

-

7

18

5

5

-

127

-

116

-

39
74

-

29

25
959
1,463
27
2,449

19
10
662
1,079
22
1,763
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14. Cost of sales
Cost of sales for the Group includes:

Expenses for materials
External services
Depreciation and amortisation
Salaries and social securities
Other expenses

2010
50
1,684
113
447
113
2,407

2009
53
1,130
95
383
49
1,710

2010
15

2009
36

15
(19)
(12)

36
(11)
(1)

(5)
(36)
(21)

(4)
(16)
(20)

15. Finance costs, net

Interest income
Gains from revaluation of financial assets, carried
at fair value through profit or loss
Interest expense
Foreign exchange gains/(losses), net
Loss on sale of financial assets, carried at fair value
through profit or loss
Other financial expenses
Finance costs, net
16. Income tax

The major components of income tax expense for the year ended 31 December 2010 and the
period ended 31 December 2009 are:

Current tax
Deferred tax
Income expense

2010
(22)
1
(21)

2009
(21)
6
(15)
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Movement in deferred tax asset and deferred tax liability as of 31 December 2010 and
31 December 2009 includes the following:
31 December 2010

31 December 2009

2010

2009

Assets

Liabilities

Assets

Liabilities

net

net

Property, plant and
equipment

5

-

4

-

5

4

Trade payables

3

-

3

-

3

3

Net deferred tax
asset/liability

8

-

7

-

8

7

The official rate stated in Corporate Tax Law adopted for 2010 was set to 10% (2009:10%).
Deferred taxes are calculated on all temporary differences under the balance method using
this effective tax rate.
Movement in deferred tax
Balance as of
1 January 2010

Income in
income statement

Balance as of
31 December 2010

Property, plant and
equipment

4

1

5

Trade payables

3

-

3

Net deferred tax
asset/liability

7

1

8

The tax authorities may at any time inspect the books and records within 5 years subsequent
to the reported tax year, and may impose additional taxes and penalties. The Groups’s
management is not aware of any circumstances which may give rise to a potential material
liability in this respect.
There are no tax checks performed in the recent years.
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17. Related parties
The group is related party to the Applied Research and Communication Fund and its subsidiaries.
The following transactions occurred during the year:
Related
party

Transactions
during the year

January31 December 31 December
December
2010

2009

Transactions
ARC
Consulting

Consultancy services
rendered

166

2

Applied Research
and Communication
Fund
Rental contract

45

45

Applied Research
and Communication Consultancy services
Fund
rendered

24

-

-

-

IR Communications
EOOD

Loan received

2010

2009

Receivables

2010

2009

Payables
150

-

-

-

-

-

-

-

-

225

209

Transactions with directors and other members of the management
Total amount of the remunerations and social contributions included in the expenses for
external services is as follows:

Board of Directors

2010
177

2009
129

18. Events after the balance sheet date
There were no events after balance date requiring corrections of the financial statements or
disclosures.

