Part 1. Anti-Corruption In A Transtion Environment

1.  Why doesanti-corruption matter in trandtion countries?

1.1. Specific nature of the*corruption” problem in Central and Eagstern
Europe

Although corruption® is inherent to dl societies, transition from etatist to market
€conomy cregtes a unique combination of conditions which determine the profuson and
the spedificity of this phenomenon in the former soadist countries

A brief review of the most widespread corruption prectices in this pat of the
world may beillustrated by the following table:

Bribed transactions

Typeof corruption | Buyers Sdlers Corruption
commaodity
corruption taxes Citizens public servants buresuicratic
effidency
corruption tenders Busnessmen senor public competitive
servants advantage
politicd corruption busnessmen, daeofficds, paty politica
poliidans leaders influence/posts
digribution

Furthermore, “corruption taxes’ can be gengdly dasdfied as forms of
adminidretive corruption. The later is widesoread and involves smdl bribes and
corresponding benefits (petit corruption). Corrupt “tenders,” as well as paliticdly corrupt
transactions comprise “grand” corruption.

Referring to the spedificity of corruption in trandtion countries,  antinomies such
as “functiond” and “dydfunctiona” corruption are epecidly important in outlining the
gpecific nature of corruption, as compared to its “classcd” variety in the developed

! For the purposes of this study, the term “corruption” is defined as the abuse of power for personal or
group gain.! The choice of such a broad definition is not arbitrary, since it has been adopted by several of
the main actors in the international fight against corruption—the World Bank, the United States Agency for
International Development (USAID), Transparency International, the Council of Europe (CoE), the
Organization for Economic Cooperation and Development (OECD), and the European Union (EU). The
more essential reason for using such abroad definition of corruption (which reducesit to bribery) isthat the
specific nature of this phenomenon in the transition countries is determined by new forms of misuse of
power and resources that cannot be described by traditional legal categories. Last but not least, civil society
can limit most effectively the “soft” forms of corruption (nepotism, clientelism, conflict of interests and
other uses of political power and official discretion that violate existing legal and moral norms).




countries. Corrupt practices are functiond within the framework of a politica-legd and
economic  environment where corruption is de facto made legitimate (without being
formaly legd) through mass practices andlor is seen as a means for overcoming exiging
bureaucratic obstacles. In both cases, functiond corruption does not put to the test the
system itsdf. Vice versa, corrupt practices are dysfunctiond when they deviate from the
norm, and destructive for the legd framework and exigting economic mechanisms,

The following rule gpplies to devdoped demoaacies more democrecy and a
dronger civil society corrdate with less obscurity; dearer rules of the game corrdate
with less corruption. Corruption in this cae is dydunctiond; it is rgected by public
opinion, and is dso too risky for the paticipants in such transactions There are three
main reasonsfor this

First, there is the exigence of a dable civil sodety, adle to control the execution
of power. Second, there is the presence of a long-established market economy that haes
functioned for decades on the bass of regidration rather than licenang regimes Third,
in traditiondly democratic countries, every democraic politica paty does not aspire to
dl the power, but only to politicad power. Within inditutions associated with the latter,
opportunities for corruption are much more limited?® In fact, these three ressons
combined creste conditions for a dear differentiction between the public and private
gpheres, eech one remaining autonomous and impermeeble to direct influences from the
other.

Within the former communigt countries, corruption dynamics have srongly been
influenced by inherited derectypes in socid behavior that will be examined bdow. It is
wel known that under “dae socdism” the “grand” or political corruption was
indtitutiondized to a gret extent through the sysem of privileges and menitocratic
digribution of socid resources, i.e, it was a oecific expresson of the identification of
the public interest with the interests of the populaion. On the other hand, the more trivid
corrupt prectices, defined as “bureaucratic’ or “adminidrative’ corruption, were made
possble by the exidence of obvious adminidraive deficiencies and by the over-
centrdization of the commeand-adminidrative economy. They were dso faclitated by
officd tolerance towards them as forms of a random didribution of incomes which does
not thregten the foundations of the regime. In other words, under communism politicd
corruption  was  primaily functiond, and adminidraive corruption was manly
dysfunctiond.

“State socidism” is a negation of Max Weber's rationdigtic modd separating the
public and private spheres, a modd tha makes possble the functioning of modern
Wedern societies bureaucratic machines. Under communism, as in some pre-cgpitdistic
sysems, the public and the private spheres are dmogt identicd. This is achieved when
private property is de-legitimized and reduced to persond ownership of whet is required
for on€'s everyday needs. Citizens are doubly dienated from the state: on the one hand,
the authorities expropriate private property through the process of nationdization; and on

2 These general rules, of course, apply differently in the context of different national traditions and
institutions. A number of countries, with minimal corrupt practices in their socia relations, fall victims to
disproportionately high corruption risks in various social sectors—for example, the sphere of party
finances.



the other hand, the naiondized and hence “public’ property is de facto and de jure
controlled by the ruling communist party, or by its dlite®

The typicd aititude of ordinary citizens towards “public property” contradicted
the totditarian identification of the private and the public interest. They subscribed to the
mexim: if something is date-owned, it is nobody's Therefore, plundering or smply
squandering state-owned property became largely a mordly acceptable act. Such nihilism
towards state-owned property resulted in widespread waste and everyday adminidrative
corruption, a trend that intendfied in the 1980s. These devdopments even forced the
communig authorities to seek immediate measures for limiting the dysfunctiond forms
of mass embezzlement of state property.* Thus dl property is public only superficaly;
in fact, public propety becomes a privale possesson of the populdion. Pdligtive
meeaures, though, could never cure this chronic weskness of communism. This failure
eventudly facilitated the collgpse of Eastern Europe s authoritarian regimesin 1989,

Such public attitudes have necessaxily influenced the motivaion and behavior of
officids, as wel as dtizens, within pos-communis dates. Furthermore, deficencies
related to the political, socio-economic and mord crigs of the East European socidies,
which have accompanied the reforms snce 1989, have exacerbated the conditions
described above. In the exiging mord vacuum, old vaues have become irrdevant and
new ones are dill not aufficdently interndized and trandormed into life reference points.
This, in combinaion with the impoverishmentt of a dgnificant pat of the dtizens of the
former socidist countries’ and the dradic incresse of socid  differences reaulting in
dronger aomization of pog-communis sodeties has cregted incentives for individud
tactics of survival that are in dak contrast with the public interes and ethicd norms
This has resulted in the dtizens lack of fath in collective socid action and ther ability
to influence the work of the authorities through cvic control. Ther feding of dienation
from the dae, the adminigrative and public inditutions, as wel as thar weskened faith
in vaues such as honedy, mord responghility and olidarity have inevitably led to an
increesed tolerance of corruption. Moreover, there has been a tendency towards the
goread of the “maket modd of behavior” throughout society. Such dtitudes have
legitimized practices like pad access to civil rights, the politicad scene jurisdiction,
education, hedth care, etc.. For example, paid access has even been legitimized in aress
where the conditutions of the trandtion countries guarantee citizens access to rights and
public sarvices All thee tendencies have sharply increesed the potentid for corrupt
behavior in goheres such as education, hedth care, jurisdiction, etc. In effect, a Stuation
of impunity has been created.

The legiimaion of the makket as an anttithess to date communism has lagdy
contributed to the ddegitimation of everything that should function outsde of market

3 At its fullest, totalitarianism comes close to the feudal system’s lack of segmentation between the public
and the private spheres. Stalin had all the reasonsto say, like Louis X1V, “the state—thisis me.”

4 In Bulgaria, for instance, the motto of “the stateas-owner and the collective-as-proprietor” was
introduced, while in Romania the opposite approach was advertised—about the state-as-proprietor and the
collective-as-owner.

> According to data from UN research, in Central and Eastern Europe there are now 147 million people
with daily income of less than $4; while a the end of the 1980s under communism only 14 million people
fell into this category. (Human Development Report for Europe and CIS. Regiona Bureau for Europe and
CIS of the United Nations Development Program (UNDP), USA, 1999. P. V)



redions—for example the public sphere It led to weekening of the preventive
psychologicd and mora anti- corruption mechanismsin al pos-communist Sates.

The changes have magindized and deprived the sodd daus of many socid
groups. At the same time, a favorable environment for the accderated upward mohbility of
other socid groups has come into exisence. These two types of mobility have created
conditions for new, modern forms of corruption (white-collar corruption), as well as for
the reproduction of pariachd, nepotism forms of trade in influence dientdism,
corruption network dructures based on family or other group rdaionships, etc.
Moreover, the devdopment of interdated corruption networks has to a certan extent
been a spontaneous reaction to socid atomization. Besdes, these seemingly new corrupt
practices have just reproduced the nepotigic dructures exiding under “developed
soddian,” when the nomendature darted reproducing itsdf without dlowing Sgnificant
upward socid mohbility to other socid Srata

It should be pointed out that the trandtion itsaf, whose economic bass
comprises the transformation of state-owned property into private property, creates
vast opportunities for corrupt transactions. This process of paramount importance and
the accompanying reform of the relationship between the post-communist date and the
new economic subjects have been caried out both within legd and internationdly
acoepted  frameworks and mechaniams, and dso through the indruments of semi-legd
and openly aimind sysems for the redidribution of resources In mogt of the former
socidis daes, legd instruments such as rediitutio?, cash and mass (voucher)
privatization, have gone hand in hand with hidden privaizaion (the so-cdled “entry
exit’ economy)’, the semi-legd or crimind tranformation of the finandid sector through
the draining of dae-owned banks financid pyramids, racketesring, and 0 on. Unlike
developed Western dtates, post-communist states have lacked both the experience and the
inditutions needed for the exercise of effective control over those activities of  private
companies tha have public interess. Thus, Eastern Europe has become a ground for
corrupt practices on the part of many Western companies.

If we go back to the dilemma of functiona/dysfunctional corruption, we should
note that especidly during the firg haf of the 1990s numerous factors contributed to the
entanglement of corrupt practices with sami-legd forms of privaizaion. In this way,
corruption was becoming a functional characteridtic of a semi-legd trangtion.  Therefore,
the corruption phenomenon became a pat of a larger process where, as with public
atitudes to date-owned property, nihiligic and de-legitimizing digpostions were directed
towad the dae itsdf, and towad its inditutions and its dateregulaory and law-
enforcement spheres in paticular. To a certan extent, this shift was ineviteble a the
dage characterized by the dismantling of some communig dructures and the redefinition
of the functions of dtate inditutions. At the same time, such attitudes made possible the
re-paliticizing of the conditutiondly independent power resources, the “priveization” of
public interests and functions, and the secondary subordingtion of the judidary to leading
politicadl and economic intereds In the find andyds the delegtimizng of the legd-

® Contrary to expectations, restitution, especially in poorer East European countries, did not generate
sufficient national capital and was accompanied with huge legal complications.

" The shortest definition of this concept is privatization of the profitable activities of the state enterprises
(supply of resources at the “entry,” and sale of the end product at the “ exit”), while losses are passed on to
the state.



inditutiond  environment  entailed  legitimizing their absence in the public sphere—
corrupt practices and apardld sysem for the redigtribution of incomes.

Of course, these processes have had an uneven effect on the different groups of
post-communis  countries A number of assessments and the monitoring done by
international  organizations and nationd non-governmental  organizations (NGOs) have
shown that there were differences in the degree to which corrupt practices have pread
within the different groups of post-communist dates The annua Corruption Perception
Index of the internationd non-governmenta organization Trangparency  Internationd
places them differently on the lig of 90 countries; while the Centrd European countries
are pogtioned in the middle of the table, post Soviet Ada is a its bottom occupied by
the countries most affected by corruption.® The World Bank makes a Smilar assessmentt.
Bank experts note that: “... the perceptions of corruption in the Commonwedth of
Independent  States (CIS) ae among the highes of dl countries included. While
corruption levels in the countries of Centrd and Eastern Europe and the Bdtics (CEE) are
lower, they are dill on par with the countries of Lain Amerlca and the Midde Ead, &
levels considerably higher than thosein the OECD countries™

USAID has made an atempt to dasdfy the trangtion countries in order to
determine a wuiteble anti-corruption drategy for each of them. The pogt-communist
countries are classfied under five categories, on the bass of their progress towards
politicd and economic reforms consolidating democracies (the Centrd European dates,
the Bdtic daes and Croatia and Sovenia); late naion-builders (mogt of the Bakaen
countries); retregting democracies (Russa, Bearus); consolidating autocracies (some of
the Centrd Adan countrla) and dates in the process of conditution (Kosovo, Bosna and
Herzegovina, Tadjikistan).1°

It should be noted, though, that this classfication does not reflect the fact that
during the past trangtion decade (i.e, the 19909) different states went through different
dages of inditutiond and market-economy building. Moreover, a the beginning of the
decade, the dgtuaion in those countries was characterized by rapid liberdization
proceses, and adso—in countries like Russa—by uncontrolled regiondization and
decentrdization, combined with legd-inditutiond chaos as wel as a boom of the “gray”
economy and crime. Towards the end of the period, seady tendencies for sabilization of
the date inditutions limitation of the role of private power-groups, and even Sgns of
neo-edatiam agppeared in some of them. Such a view betrays a point of view, according
to which there is only one way of trangtion from communism to democracy that every
country mugt follow. The disence of a sufficently reigble explanatory theory about this
trangtion, unique in its naure, as wdl as the pradtica indbility to reform the basc
communist dructures patidly and gradudly, i.e, not entirdy and a once, led to many
differencesin the resullts of often Smilar reformsin various post-communist Setes.

While looking for an answer to the problem of the connection between politica
and economic reforms, and corruption leveds in the trandtion countries a group of
researchers from the World Bank came up with an integrdtive indicator for the

8 See www.transparency.org/documents/cpi

° Anticorruption in Transition: A Contribution to the Policy Debate. The World Bank, September 2000, p.
Xiii.

10 Corhin B. Lyday. U.S. Agency for International Development Bureau for Europe and Eurasia. A Strategy
for Combating Corruption, January 2001, p. 22.



interweaving of the public and the private sectors, a phenomenon which to various
degress is typicad of dl trangtion countries This is the so-called “State capture,” defined
as “the actions of individuds, groups, or companies both in the public and private sectors
to influence the formation of laws, regulaions, decrees and other government policies to
their own advantage as a result of the illicit and nontransparent provison of private
benefits to public offidas™! An additiond cheracterigtic of this phenomenon dtates thet
“date capture can dso be undertaken by actors within date inditutions—the parliament,
the executive, or the judicary. Minigers may shape laws, regulaions, or tax policy to
benefit themsalves or their own finandial interests”*2

As a whole, though, this concept postulates the idea that private ators abuse State
inditutions and mechaniams, i.e, it presupposes the weekness of dae inditutions. This
phenomenon is best obsarved in its most pure, “dasscd” form in Africa®® In the former
socidig countries, amilar tendencies generdly marked the fird sage of the trangtion—
the end of 1989 and the firgd hdf of the 1990s. The symbiocss between the sate and
“hightrik” busnesses under undear rules of the game and a pardyds of the judicary
bred corruption within society and the appearance of a“shadow statehood.” 14

On the contraly—under conditions of a drong executive branch and a
centrdization of government implemented by it, other types of misuse occur: dientdiam,
nepotism, and a seconday symbioss of the date and busnesses In this case, date
interference in budness afars is much greater than the oppodte trend—"buying of
politicians’ by drong private-economic power-groups. In this case, some throwbacks to
the past occur, which make possble dae/paty interference in the economy depite the
privatizetion of date-owned property. In Stuations like these, the oppodtion blames the
ruing paty for imposng neo-authoritarian forms of government that favor private
interests dose to those in power.® This overdl andyss emphasizes the private use of
public authority for the settling of scores among economic power-groups, i.e, the illegd
“privetization of public authority” asadominant form of corruption.

We can obtain a better idea of this kind of “meacro-misus?’ of the whole state
goparaius from a formula expressing the baance of two contrary, and sometimes, joint
vectors on the one hand, the formation of corruption lobbies in the date inditutions
saving the interests of private power-groups (this process is akin to the concept of state

1 Anticorruption in Transition: A Contribution to the Policy Debate, The World Bank, Washington, 2000,
. XV.
b Ibid., p. 9.

13 According to some researchers, “... in some African states clientelistic networks manage a large set of
activities: war, illegal local and international business, legal local and international business, party politics,
sometimes in several countries, personal, family and tribal affairs, and normal government operations... A
significant part of these networks activities are criminal according to international (and local) law, and
often managed by peoplein the network who are in government positions.” See Bayart...

14 Russia at the time when Boris Yeltzin was in office, as well as a number of post-Soviet countries,
E)Srovide good examples. _ _

As Prof. Dragomir Draganov has pointed out, the following rule can be observed: more total control
correlates with more corruption. “The aim is twofold: quick accumulation of fresh money for the new
‘political elite, and at the same time creation of its own ‘economic nomenclature’ at the expense of the
left-overs  from the national wedth.” (“The Transition State and Corruption,” p. 14
www.csd/codition2000.)



capture), and on the other hand, the misuse of power on the part of Paty and date leaders
and their associates for the purpose of enriching certain business groups*

It should be pointed out that the “corruption/crime complex” is not limited to
within nationd borders. By edddlishing, mantaining, and inheriting channds for illegd
trafficking of goods, people wegpons and drugs, ndiond power-groups join
transnationd  crimind networks which have turned pod-communist countries into  thelr
man opeaing fidd. Thus generated, these illegd resources not only cover the
"production  expenses’ of organized caimind and semi-crimind  groups, but dso
conditute the lion's share of the corrupt cgpitd that is a guarantee for thar immunity. At
the same time egpeddly in amdler countries revenues from trafficking— through the
edablished protectionis and dientdisic mechanisms—form the only srious source of
party financing.*’

Whether date cgpture (a week dae in combination with srong dligarchs and
oganized caime) or a drong executive powe in combingion with dientdism and
nepotisn preval in different nationdaes during the trangtion period, in al such cases
the judicary is subordinate to private or group/party intereds. It is indicaive thet the
popular formula of trandtion, democratization plus market economy, does not usudly
include the mogt important prerequidtes for its success, i.e. recognition of the supremacy
of lav and the independence of the judidary. The lack of gppropriate punishment for
incriminating forms of corruption on the pat of law-enforcement bodies in the trangtion
countries hes crested a feding of impunity among participants in corrupt transactions'®
and hasin effect sharply decreased the degree of bribery risk.

At the same time depite the tendency toward the deregulation of emerging
markets and limitation of date paticipation in the economy, throughout the entire period
and a the dage of executive power consolidation in particular, the date, personified by
the adminidration, retained very serious resources in corruption risk aress characteristic
of maket economy countries as wel, such as licenang, issing pemits for budness
activities, public tenders, and public procurements. In this way, the ruling drata within
the trandtion countries have continued to exert pressure on economic actors, which, in
return, has led to corruption offers to date officias. These practices are widespread due
to the shap increase in the number of economic actors who want to engage in privae
economic activity. Hence, the pogt-communist Sate has become a “godfather” of the new
busness dass and furthemore dae officids have often teken advantege of the
dependency of the new budnessmen, and illegdly redigributed resources to their own
advantage.

16 Aseventsin Russia have demonstrated, if the beginning of the transition period was characterized mainly
by the first tendency—towards appropriation of the state by shadow power-groups and oligarchs, & the
stage of consolidation of state power started by the Putin presidency the opposite process has prevailed—
towards restricting the influence of those groups and subjecting them to the rules of the game set by the
Kremlin. A similar process could be observed also in Bulgaria since 1997—Muultigroup, the biggest private
group, was forced out of its leading position in the most profitable economic sectors as a result of the
consistent efforts of the government. Later, though, the opposite process accelerated—a neo-etatist
interference of the state in business affairs and the creation of clientelistic business structures.

" For amore detailed account, see Corruption and Trafficking: Monitoring and Prevention, second revised
and amended edition, Center for the Study of Democracy, Sofia, 2000, pp. 14-15.

18 Some researchers speak of a “culture of cynicism and impunity” (Robert Klitgaard, Ronald Maclean
Abaroa and H. Lindsey Parris. Corrupt Cities. A Practical Guide to Cure and Prevention, Washington,
2000, p. 17.



In summary, we can conclude tha the high leveds of corruption in the pos-
communig countries have resulted from the combination of vaious paliticd,
inditutiona, economic, and socio-psychologica factors.

Political prerequisites for the extensve soread of corruption in post-communist

odidiesindude

Presarvetion of the symbiods between the public and the private spheres, which

has been inherited from the communist period.

Limited character of palitica reforms and continuing dependency of the judidary

and the legidature on the executive branch.

Neo-datis tendencies characterized by the use of politicd resources for the

establishment of dientdlistic market networks.

Immaturity of avil socdety and lack of inditutiond cooperation between the non

governmental organizations and private busnesses, on the one hand; and the Sate,

on the other hand.

Ingtitutional prerequisitesindude

Didgntegration of date regulatory agencies and the realdting legd-inditutiond
vacuum, epecidly during thefirdg few years of the trandtion.

Pressrvation of a cumbersome, over-bureaucratized and non-transparent Stete
adminidration charecterized by overlapping functions of its sections and
insufficdent coordination between them.

Lack of civic control over the gate ingtitutions.

The prerequistes in the mar ket spher e indude the fallowing:
High corruption risk in the process of conveting of dateowned propety into
privete property.
Lega-normative chaos in many aess, induding privaization, the interactions
between market actors, eic.
Lack of free finanda resources and of legitimate busness dructures that can
become mgor playersin the cash privatization.
Large share of the “ shadow economy.”
Bureaucratic and legd obstadles facing locd entrepreneurs and foreign investors
in anumber of East European countries.
Impogtion of opaque privatization mechaniams like, for indance, “negotiations
with a potentia buyer,” employee manager buyouts, etc.

Some corruption mechaniams that reflect the peculiarities of trangtion societies,
and mogt of dl the symbios's between the public and private sectors, are outlined below:

Draining of gate and commercial banks

This can be sen as a gspedfic fom of “priveiztion,” namdy—a corrupt
privatization, as well as open plunder with the tacit participation of date officids
Almogt smultaneoudy, during the fird hdf and in the middle of the 1990s the
scandds spurred by bank draining, the uncovering of finanda pyramids and other
forms of plunder of the savings of hundreds of thousands of dtizens led to



domedtic politica crises. The paticipation of dae offidas and representatives of
thejudiciary in most of these processes turned them corruption phenomena®

“Entry-exit” economy

This is a corruption scheme where the profitable activities of date-owned
enterprises (supply of raw materids and machines, redization of the production,
etc.) are taken over by private companies, while the losses are covered by the state
budget. In effect, this amounts to funnding budget funds into private hands in
violation of exiding lavs Usudly the “entry-exit” economy leads to a complete
draining of gateowned enterprises, fase bankruptcies, and, as a consequence—to
the privatization of the enterprisesinvolved a aminimd price.

Non-trangparent privatization deals

This refers to the lack of openness in privatization contracts and the prevaence of
unclearly defined, opague methods of denationdization. A typicd example is
provided by unregulated deds with a potentid buyer, which make possble
behind-the-scenes  corrupt  settlements and  the  didribution of bribes a  the
different buresucrdtic levds involved in the ded. This aea dso indudes
privatization through employee-manager buyouts that conced  preferentid
trestment extended to the private interests of the former managers.

Participation of sate officials in smuggling schemes (trafficking of drugs,
weapons, people, aswell as smuggling of commer cial goods)

This is possbly the biggest corruption item in terms of generated bribes. At the
same time smuggling and trafficking dso generate the most revenues for the
“gray” economy and thus become the main source of financing for organized
crime within both retiona and cross-border frameworks.

Corrupt financing of political parties and dection campaigns (anonymous
contributionsin return for immunity)

The ocontinuous disence of moden  legidaion regulding paty  finances,
contributions and dection campaign finendng in a number of trangtion countries
cregtes an opportunity for the influx of dirty money into palitics and therefore
encourages immunity for organized crime and the “gray” economy. Such a
symbiods dedroys the trus in democrdic inditutions and crestes a vicious
meacro-modd that is being reproduced at different levels of the socid pyramid.

Misuse of licensng and per mit regulations

In mog of the former socidig daes the trangtion to a maket economy is
impeded by a growing number of licenses and permits required to conduct
busness activities. Critics of these mandatory procedures point to ther lack of
trangparency, lack of dear regulaions and requirements  unnecessary

19 Similar financial scandals with corruption aspects exploded within a short period of time in countries like
Romania, Bulgaria, Albania, Russia, the Czech Republic, and others. (For a more detailed account, see
Andrew Stoehlien with Jan Culik, Steven Saxonberg and Kazi Stastna, Time Europe, November 29, 1999.)



bureaucratizetion, and extreme offica discretion, dl of which foster corrupt
practices.

Lack of trangparency of public procurements

Public procurements are often assgned without public tenders (for example, in
casss invalving nonbudgetary means), or assgned in violation of rules of far
play under conditions pramoting favoritism.  Also, some nationd laws on public
procurement exact excessvely high depodts for deds that do not require public
tenders.

Abuse of power and use of state-owned property for private gain

This refers to buildings and other property items that have not been offered for
privetization and reman under the control of date and municipd agences For
indance, the huge hedth and vacation complex of the so-cdled “recrestion
homes’ inherited from date socdism is usudly maenaged by one organizetion
which rents it out. In some cases it can even be unofficaly privatized. This
whole sphere remans outsde of dvic control, and is plagued with corrupt
practices.

1.2. Anti-corruption public-privatepartner ship

Alongdde the factors and tendencies fadlitating corrupt practices during the
trandtion from communism to democracy and a maket economy, a number of
prerequisites for anti-corruption behavior have dso been formed, i.e the trangtion
has generated the negation of corrupt betevior as wel. They have led to the following
developments:

1. During the trangtion years, awaeness of, and concern for, corruption
problems has increesed  subdantidly  worldwide, and  epedidly in the
developed democracies. The observation of corrupt pradices in different
countries has acquired the character of monitoring, with real consequences for
these countries. An international sysem of incentives and sanctions,
provoked by monitoring results, has gradudly emerged.

2. Serious pressure groups against corrupt practices have appeared in the
trandtion countries themsdves For a long time, anti-corruption enthusaam
has not been limited to its naurd exponents—oppostion paties.
Representatives of busness and other professond groups who wish to free
themsdves entirdy from bureaucratic and dae protections and to minimize
thelr “corruption tax” have become more numerous. These are socid circles
that do not accept corruption as amechanism within free market competition.

3. Public intolerance towards corrupt acts has gopeared. There are symptoms
that such a tendency could make corruption activities too risky, & leagt in
paliticd life.
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4. The media has found in the anti-corruption discourse a very serious area of
activity, and has turned it into an extremdy important generator of a condant
socid debate on the subject.

5. Lagt but not leest, NGOs and civic initiaives personified by ther mogt active
ssgments have developed a capadty for active paticipation in the fight
agang corruption in basc areas. public education, civic control over public
adminigration, and the creation of local and national Srategies against
corruption. They have proven to be a very successful and the most naturd
mediator between the date (the “politicd class’ and the State adminigtration),
the media the high-risk groups, and the generd public in consolidating efforts
in the fight againgt corruption.

As a realt of these devdopments, in many trangtion countries during the second
hdf of the 1990s a public underganding spread that corruption was becoming one of

the major obstacles to the successul redizaion of a vison of the future A public
consensus was resched that:

Corruption is a thret to democracy; it dedtroys its norms,
technologies, ethos, and replaces it with undemocratic mechanisms,

Corrupt practices destroy the naturd operationd logic of an effective
market economy. They introduce into these naturd mechaniams the
logic of politicad influence impose a politicd decree over the
economy; breek the norms of loyd competition; and generde an
overdl economic dimate unfavorable for dl economic agents
consumers, producers, deders, investors, and others.

A dae where corruption remains unpunished is not a law-governed
date, because this Studion indicaes the lack of a functioning law-
enforcement system. Corruption dways entalls a violaion of legd
equdity. It dways favors privae interests & the expense of public
interests, and in the long run deprives people of their legd rights.

Corruption is an obdade to the integration of the former communist
countries into  the common European community and into  globd
economic and political reaions  Therefore, tolerance of a high
corruption level amounts to an isolationist srategy. 2°

At the same time, it should be noted that this phenomenon could not become a
aufficiently differentiated, independent item on the social agenda without the
focused and organized activities of various anti-corruption initistives and organizations
The fird reason for this is that, a the levd of everyday constiousness there is the lack
of a aufficently dear understanding of the corruption problem and of its effects on
peoples evaryday lives In a dtuation where most Bulgarian dtizens were sruggling for
surviva, corruption was seen more as a problem solving rather than a problem-creating
factor in everyday life. The main socid actors, the parties and the media, used a rhetoric
that was dronger than the anti-corruption one, “mafid’ and “organized crime,” and other

20 For a more detailed account of the economic consequences of corruption, see Susan Rose-Ackerman.
Corruption and Government. Causes, Consequences, and Reform, Cambridge University Press, 1999, pp.

9-25.
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more mohilizing “catch words’ with grester explanatory potentid as far as the daus
quo was concerned. 2

A breskthrough in the mobilization of dvil sodey agang the corruption
phenomenon has been made possble by nontraditiond forms of cooperation, which
dlow for the induson of diverse sodd adtors with a veded interest in limiting
corruption factors. In this respect, the experience of a number of anti-corruption
initiatives and mogt of dl of Coalition 2000 (to be discussed later in greater detal) has
focused atention on the formula of a public-private patnership in the name of
trangparency and accountability.

In Wedern societies, the public-private gpproach is typicd of vaious socid
sectors. Thus, for indance, cooperation between state and municipa inditutions, on the
one hand, and busness dructures, on the other, is prevdent in the economic sohere
These ae patnaships with a high degree of inditutiondization. In them the different
patners obligations are outlined in goecid business contracts under clear procedures at
dl stages of the redization of the joint project?? The so-caled “public procurements’
form the mechaniam through which the dateprivate inditutiond partnership is caried
out in the economic sphere. In sch deds, organizations from the private sector are
contracted by municipd and date agencies to peform certan tasks. Such partnerships
leed to advantages like cost savings, risk shaing, improved levels of service or
maintaining exising levds of senvice, enhancement of revenues, economic benefits, etc.

Public-private partnerships ae ds0 redized in order to achieve socid gods
broader than concrete business contracts. In most cases this concerns socid cooperation
between municpd and date inditutions, and norrgovernmenta  organizations It s
accomplished  through mechaniams of sodd  contracting, within which the municipd
and dae inditutions finance nonprofit organizations that in turn peform specid public
savices. Public-private partnerships of this kind are important because, on the one hand,
locd and date governments are not able to accommodate dl socid needs, and on the
other hand, such partnerships give the nongovernmenta sector an opportunity to atract
additiona resources for its activities At the same time, the shared responghility for
achieving concrete gods for the public benefit contributes to higher confidence and
legitimacy of the date indtitutions aswell asthe avic organizations

Socid patnerships are of key importance especidly in societies in a process of
consolidating their democraic inditutions and market economy. In the deveoping
countries and in the trangtion daes these patnerships indude dae inditutions, NGOs
and foragn/iintenaiona donor organizetions The 9ggnificance of such foms of
cooperdtion is the building and consolidation of democratic inditutions, as wel as the
redizetion of consensudly acogpted socd tasks. In conditions of more active
internationad cooperation and globdization of both the exiding problems and of ther
identification and resolution, socid partnerships become part of a broader context and of
the globd drategies of various transnationd organizations and initiatives.

21 |n anumber of transition countries, aformula like “red mafia’ was a more convincing metaphor than the
term “corruption,” because it pointed to the causal relationship between the political and economic sources
of crime. At the same time, its usein electoral campaigns reduces its role in the long-term fight against
corruption.

22 This refers to partnerships in the areas of operations and maintenance, design-build, turnkey operation,
wrap around addition, lease-purchase, temporary privatization, lease-devel op-operate, build-own-operate-
transfer, etc.
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If socid patnerships are examined in a nationd context, they dand gpart from
both busness contracts between the dae and the private sector, and from socid
contracting in the public savice ddivary sphere Thar mechaniams for activities
coordination, achievement assessment, monitoring, ec, are dso different. The ideology
of the domedtic public-private partnership refers to the philosophy of the contract social,
which has different incarnations in the sodd practices of the trangtion countries This
concept is especidly important & crudd higoric moments in the development of date
inditutions,  induding the trangtion from authoritaian to democraic forms  of
government. In Bulgaria the trandtion itsdf began under the auspices of a spedific form
of a socia contract as the Found Table, which for the fird time gave legitimecy to the
public interest and introduced the term * national consensus.”

The anti-corruption consensus that made posshle the launching of the Coalition
2000 intigtive indudes the formulation of common tasks, the accumulation of a “criticd
mess’ of public-private patnerships, and the generation of common and/or pardld
activities for the implementation of democratic reforms by al sodd actors In the
counter-corruption area, in paticular, the meaning and objectives of the socid contract
condg of edablishing an “honest community” and promoting the vaues of trangparency
and accountability. These characteridtics are inherent in democracy as an ided and as a
sodd organization.

At the same time, their aticulation as independent criteria for the success of the
reforms in the Centrd and East European countries reflects ther functiona sgnificance
within the whole st of trangtion indruments Mord integrity, transparency and
accountability are not the only ultimate goas and criteria for democracy. In the pos-
communigt environment, they are most of dl necessary preconditions for the success of
the reforms, and firs and foremog, for the transformation of State-owned enterprise into
private property. The experience of the past decade of post-communis changes hes
shown that without the required trangparency and accountability, a trandformation of this
kind could lead to socid phenomena that ae contradictory to democracy and the
principles of market competition.  These include corruption (bribery, nepotism,
dientdiamn, conflict of interedts etc), resurgence of authoritarian tendencies in
government, bureaucracy and lack of trangparency of the public sector, increese of the
“gray” economy, symbiods between organized crime and date Sructures, transnationa
cime, and 0 on. For some of the pos-Soviet and the Bakan countries, for example,
which have officidly announced support for the principles of democracy and free
market economy, corruption has become a primary characteridic of the functioning of
their sate and economy, whose “gray sector” isadmod as big asthe officid one.

Because of this the anti-corruption public-privaie patnership is a formula that
can be used society-wide only during the term of a reformis government whose policies
ae amed & countering corruption and guarantesing the accountability and trangparency
of dae inditutions Unlike the openly corrupt authoritarian regimes where cvic anti-
corruption initiatives inevitably confront the authorities, in this case we can gpesk of an
initiative amed & achieving a consensus This means thet the anti-corruption interests
and priorities of the individud gakeholders in anti-corruption activities should unite and
support each other for the sake of the whole society.

The need for a close cooperation and coordination of the efforts of the three socid
sectors—the public sector, the private busness sector, and civil society as a whole—

13



gems from the concluson that corrypt practices gppear in dl areas of socid activity,
dthough with various degrees of intendty. The wide range of attivities with dements of
abuse of power for private gan exdudes by definition the posshbility of resolving the
“corruption” problem only through law enforcement efforts. Such a condusion is vaid
egpecidly for the trandtion countries in Eagern Europe that are characterized by a
combingtion of conflicting economic reforms and legd-inditutiond reforms intended to
guarantee conditions for lawful economic reforms.

It can be dated that the anti-corruption consensus should be an indispensable
annex to the social contract formed in the post-communigt trangtion environment.
Its redlization, though, should precede and faclitaie the cryddlizing of the new lega:
inditutiond, governmental, and busness environment, as wdl as the redidribution of
date resources, and the legd settlement of the problem of property and its new owners.
In this sense, putting this issue on the agenda of a number of East European societies
only in the second hdf of the 1990s was quite bdaed. Smilaly, the whole trangtion
process in these countries, which oscillated between the old inertia and vaues, and the
new democratic principles, was d o belated and unnecessarily postponed and impeded.

* % %

With reference to the public-private partnership in the context of anti-corruption
activities, it is very important to specify the objectives, tasks, and ingruments and forms
that the individud dakeholders should use and to indicate ther specific place and role
in socio-politicd processes The “role digribution” among them within the framework
of the public-private anti-corruption partnership is of specid dgnificance for the success
of thee efforts The various inditutions have spedfic ingruments for the prevention
and/or punishment of corrupt practices. ldedly, they compliment each other, and can
achieve a congdeadly longer-laging cumulaive effect if they ae consget with a
gngle anti-corruption sysem. Some of these indruments are traditiond—Iike those used
by the lan-enforcement agendes while others are 4ill unfamiliar to the trangtion
environmen.

Thejudidary pendizes corruption crimes and guarantees the supremecy of law.

The legidature passes trangparency and integrity laws which, on the one hand,
support the efforts of the judicid and lan-enforcement agencies and, on the other,
contribute to the prevention of corruption crimes.

The executive branch regulaes forms of “soft” corruption through legd or
ethicad ingruments, while adhering to the ided of “good governance’ (the ant
thess of corruption).

Political parties counteract corruption through the adoption of political platforms
and of ehicd codes tha ban the corrupt behavior of leaders and rank-and-file
members, thar god isto achieve high sandards of democracy and legdlity.

Business and professonal associations can be important participants in the anti-
corruption efforts through endorsing high sandards of professond conduct and
respongibility.
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Civic organizations and initiatives can, on the one hand, provide a good
example with their trangparent activities and, on the one other, monitor and
exercise independent control over the public sector.

The media are called upon to expose corrupt transactions and be a factor for the
growth of civic intolerance towards abuses of power.

Society as a whole performs dectord control over the government in the name of
mord integrity and democratic vaues

The complimentary character of the functions and indruments of the individua
socid actors in the anti-corruption drategy could be presented grephicdly with the hep
of two basc dements of their interaction: the area of ther overlgp and, respectively, the
area of their divergence. This configuration can be expressed asfollows

Graphic

- red: dreamlining corruption prevention in executive law enforcement (customs,
police, etc.), prosecution (only as far as it is a pat of the executive branch);
grictly (inter)governmentd, confidentid;

- gy (aea of public-private patnership). inditutiond and legidative adequecy
and effidency (induding peformance of public adminidration and the judidary),
internationd  assdance evduaion, generd asessment of poliicd  ad
inditutiona reforms, ec.;

- blue monitoring by and of the media monitoring of corruption inside avil
society, and monitoring of public attitudes (trugt in ingdtitutions).

Through the optima combination of dl anti-corruption ingruments, the god of
the public-private partnership is to achieve a long-laging and irreversble effect in
curbing corrupt practices by making them more codly for those incined towards the
abuse of power. The abitray use of separate ingruments could yidd only a temporary
result, without achieving fundamentd changes in the corruption environment in a given
country.

Having an gopreciaion for the complimentary character of the efforts of the
different socid actors is an important prerequiste for the public-private partnership. On
the one hand, it heps to dispd doubts that dvic organizations am a displacing the
“competent agencies’ in the fight againg corruption; and, on the other hand, it provides
an agument in support of the legitimecy of the non-governmenta organizations efforts
within the framework of anti-corruption inititives.

It should be noted, though, that due to the various public-private partnerships thet
differ in ther nature and intended effect, anti-corruption initiatives stand apart & the ones
mog difficult to cary out for severd reasons Frg of dl, by definition, anti-corruption
activities target abuses of power and discretion mogt typicd of the public sector. A
precondition for a successful interaction between dvic organizaions and public
inditutions is that the latter undertake adequate steps for curbing corrupt practices in the
dae setor. In this way, government inditutions find themsdves in the role of a
protagonis; and, a the same time, a target of anti-corruption. They are in a condant



“conflict of interests’ gtuetion, while civic control assumes the role to correct abuses of
power. In this way, the partnership between governmental inditutions and civic/privete
organizations presupposes mantaning a “critica digance” between the later and the
authorities. The shortening of this disance leads to the so-cdled “co-opting” of the non
governmentd  anti-corruption initiatives by the authorities®® and vice versa—its widening
leads to various forms of hidden or even open confrontation. The authorities themsdves
have a sdective gpproach to ther anti-corruption partners and often accept only ther
anti-corruption rhetoric; and a the same time covertly tolerate corrupt practices.

Within the framework of the broady defined public-private anti-corruption
patnership, in different trandtion countries there are various types of initiatives with
the participation of civic organizations. They indude

Government-led initiatives (Armenia)®*
Sub-nationd civic-led initiatives (Ukraing)®
Nationd dvic-led initiatives (Coalition 2000)

Theseinitiatives can be didinguished by the following mgor characteridics

Anti-corruption initistives carried out under the leedership of governmentd or
other date inditutions nead a condgent date policy of public integrity and
trangparency of offidd inditutions Within these kinds of patnerships non
governmenta organizations could not play a leading role, and their function as a
corrective of officdd polides is srongly limited. In this case, the main risk is that
NGOs can be co-opted by the ruling party and date inditutions.

Sub-nationd initistives are gopropriaie for countries (Ukraine, for example)
whee a the naiond levd conditions ae dill unsuitsble for dmilar socid
activities. In such cases, greater willingness for cooperdion is sought on the part
of the locd authorities which are often in the hands of the oppostion, and are
criticaly disposed towards corruption in date inditutions. The negetive agpect of
this sub-type is that the deterioration of the domegtic political Stuation makes it

23 Corbin B. Lyday. Partnerships or Dependencies? “Beyond Anti-Corruption Rhetoric: Coalition-Building
and Monitoring Impact,” International Conference, Sofia, Bulgaria, March 24, 2001 (see
www.usaid.gov/democracy/anticorruption/p3).

24 gSpesking at a ceremony marking the acceptance of a $300,000 World Bank grant earmarked for
developing a comprehensive program to combat bribery, nepotism, and similar crimes, Armenian PM
Andranik Markarian reaffirmed in Yerevan on 8 May 2001, that his government “regards the fight against
corruption as one of the key challenges facing the state.” Markarian said that one of the main objectives of
the program, which will include the enacting of legidation on the civil service, licensing, income
declaration, and state procurements, is to improve the investment climate in Armenia. (“RFE/RL
Newdine” 9 May, 2001).

25 Ukraine, like some other post-Soviet states, ranks among the so-called “retreating democracies.” In such
states, cooperation within the framework of the anti-corruption initiative is not possible at the level of the
central government. The efforts of civil society in these countries are in effect focused on the consolidation
of democratic institutions, such as the independent media, the private sector, and local government, oftenin
an atmosphere of negative attitudes on the part of the central authorities. (See: U.S. Agency for
International Development Bureau for Europe and Eurasia. A Strategy for Combating Corruption, January
2001, p. 30).
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more difficult to disinguish the activities of the anti-corruption initigtives from
the routine politica struggles between the ruling party and the oppostion.

Naiond dvic-led initidtives like Coalition 2000 seek to combine the advantages
of the patnership between the authorities and civil society in the whole country
with the autonomy and the leading role of dvic organizaions which play a
decisve role both a the sage of building an anti-corruption drategy, and a the
dage of itspracticd implementation.

It should be noted that this description refers to a “horizontd” type of
patnership, where representatives of dae inditutions paticipae in - ant-
corruption initigtives primarily in their persond capacity as experts, independent
of thar functions within date inditutions. Ther paticpaion in the Codition
context is & a levd equd to tha of other individud and collective participants.
Moreover, ther “cooptaion” into the anti-corruption initigtive is soldy on the
bags of an assessment of ther persond role in the fight againg this phenomenon
and ther commitment to enter such a partnership, without any other (politica)
congderdions

To sum up, the role of the represantatives of date inditutions in a public-
private partnership like Coalition 2000 can be defined in the following contexts
By joining such an initiative, they commit themsdves to the priorities of avil
society, asthey take a persond stance in the fight againgt corruption;

Through ther persond mediaion they fadlitate the bdancng of anti-corruption
drategies and efforts between the civic-private and the public sector; and

They play the role of a dvic antti-corruption lobby in public inditutions, and this
helps to accderate anti-corruption reforms within and through the legidature, the
executive branch, and thejudiciary.

As far as the range of attivities of such an initidive is concarned, the choice is
between a comprehensve and an incrementd type of draiegy; a comprehendve drategy
indudes dl mgor components—enforcement, prevention, public education, and
inditution building. An incremental drategy Stresses only those components thet are most
promisng in teems of the pogtive rexults anticipated, while postponing dl the other
activities for the future.

2. Anticorruption in Bulgaria: the general framework

2.1. Bulgaria's window of opportunity: conditions and prerequistes for
public-private partner ship againg corruption

The condudons reached aove can be observed in the trangtion dynamics in
Bulgaria In the middle of the 1990s, corruption and corruptness in this country
functioned as an explanatory modd for someones success, enrichment, and affluence
Nevethdess they could not explan the impoveishment and everyday problems of
people. Corruption was not seen as an infringement of public interests and as a problem

generating phenomenon; no connection was made between corrupt practices and eople's
red everyday problems. Because of this, anticorruption dispostions emerged primarily
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in the context of a series of early dections in rapid succession.?® It was only during the
second hdf of the 1990s that corruption came to be seen as a aufficietly diginct
phenomenon; and an aticulaed public interest and a public consensus in the fight agang
corruption garted to form. Some time was needed for the emergence of attitudes about
corruption to form that were not merdy emotiond but aso rationd. This shift mede it
possble for anti-corruption discourse to target not corrupt officids, but corruption as a

The devdopment of the political dtuation in the period 1996/97 was dso of
extraordinary dgnificance for efforts to put the fight againg corruption a the top of the
socid agenda. At the end of 1996, the country experienced a degp economic, financid,
and political cridgs, which resulted in a totd collgpse of the authorities in January 1997.
The government of the Bulgaian Socdis Paty compledy faled in its efforts to
dabilize date inditutions and achieve economic growth through the revivd of economic
practices typicd of dae soddian. Bulgaia found itsdf in an even worse dating
postion characterized by wesk date inditutions and a strong State cgpture on the part of
private financid power-groups (the so-cdled “credit millionaires’), semi-legd Structures
(the so-cdled “wredlers groups’ in the spheres of the security and insurance
busnesses), as wdl as with severd poweful economic holdings Smilar to those formed
by the Russian “oligarchs”?’

The peiod of date dettabilization ended with the holding of early parliamentary
dections, and in the long run—with the emergence of a new reformig mgority in the
Palianent and the formaion of a govenmet of the United Democratic Forces
codiion.?® The new government won the trus of most ditizens with the firs explicit
socid contract in - Bulgariads contemporary  hisory which contained clearly-defined
commitments for speeding up the necessxry reforms in the aeas of the economy,
finendd dgahility, synchronization of legidaion with that of the European Union, and
integration into the European dructures The new authories made an ovedl
commitment to sabilize Bulgarian society and to rebuild date inditutions and the power
of law; and to rentegrate Bulgaria into the community of Wesern democracies and
economies. The government’s firg decisve dep was to creste a Currency Board which
was condantly supervised by the Intenationd Mongay Fund. In this way, the
sovereignty of the centrd bank was redtricted, the control over commercid banks was
increesed, and the process of money draining was condrained. On the other hand, the
dat and the interdficaion of the preparations for EU accession required the
hamonization of domedic lav with that of the Union, as wdl as reform of the

26 After the 1989 democratic changes, five parliamentary elections were held in the country in an 11-year
E)7eriod: in 1990, 1991, 1994, 1997, and 2001.

The link between the shadow financiaFeconomic power-groups and the criminal contingent was
provided by the so-called “wrestlers’ who, together with former State Security and Ministry of the Interior
employees, monopolized the security business, and later, part of them became active in the “power
insurance” field (in this business, racketeering replaces normal competition between insurance agencies).
The “wrestlers’ became synonymous with a “state within the state,” not subject to any laws, and
untouchable by the law-enforcement and judicial systems. They are a unique Bulgarian phenomenon in the
sphere of “state capture,” which became possible under conditions of weak state institutions during the
term of Prof. Lyuben Berov’'s government (1993-94), and also during the unsuccessful neo-communist
restoration under Zhan Videnov (1995-96).

28 The center-right coalition United Democratic Forces is dominated by the Union of Democratic Forces
(UDF) whose leader Ivan Kostov was Prime Minister in 1997-2001.
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adminidration in line with European norms. These radicd changes, in addition to the
dabilization of the finandd, socid, and politicd sysems, were a good darting point for
generding serious anti-corruption initiatives.  Bulgarian society needed to improve its
trangparency, and the authorities and their mechaniams adso needed to increese their
internd trangparency for the media and the cvil sodiety.

At this point, the generd public was most senstive towards issues such as
unemployment, poverty, ineffidency of the authorities and the adminidraive inditutions,
and aime The corruption issue was not in itsaf aticulaed with sufficient daity as a
problem area in public life because of it autonomous nature and tendency to follow its
own logic and practices. There were ddiberate bank bankruptcies, “credit millionaires,”
finendd pyramids, dphoning of dae capitds into private groups and interedts a large
“gray” economy sector, dientdism and unpunished schemes for the tranformation of
politicd into economic power, and vice varsa, dl of which were pat of the everyday
public debate. But a the social mentdity levd of dl these phenomena were not percaved
as different forms manifesting one and the same socid problem, corruption. Moreover,
there were very drong symptoms of growing acceptance of the idea tha these were
naturd dde effects of the kind of reforms implemented in Bulgaria Attitudes towards
some of them were even marked more or less with indifference—like, for example, the
“gray” economy which was seen as providing means for survival for pat of the
population.

The basc views of the governing codition in the sphere of corruption and crime
prevention ae outlined in an Integrated National Strategy for Counteraction to
Crime (adopted in early 1998), and in the program adopted by the government a that
time An andyss of the later shows that it contains components of an anti-corruption
strategy without being explicitly formulated as such. These indude:

Congolidetion of the politicd sysem through the development of democratic

mechaniams of governmar;

- A rdorm amed a ahigher efficency of the judidary;

- Accdeaation of the dructurd reform of the economy, and larger role of market
mechaniamsin depleting the financid power of the shadow economy;;

- Egablisment of a modern adminidraive sysem through the credtion of a clear-
cut and trangparent system of services ddivered by the Sate to its aitizens,

-  Development of transparent rules and control procedures of the privatization
process, and of state and municipa procurements;

- Devdopmett and implementation of meesures to maohilize the regulaing agendes
for the timdy punishment of adminidrative offences and for the assation of the
supremecy of the law;

- Information interaction with dvil society dructures and the media for creating
socid intolerance towards crime, €etc.

Box

In the antti-corruption sphere, the Integrated National Strategy for
Counteraction to Crime includes the following dir ectives.
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1. Implementation of an integrated date policy for executing the reguldive functions
of the date through the optimization of adminigtrative structures, introduction
of trangparent administrative procedures, restriction of the permit regime as
much as possible, and introduction of aregigtration regime.

2. Egablisment of a sysem of adminigrative control and sanctiors related to the
implementation of legidation and adminigtrative procedures

3. Modemizaion of the normative order provisons for severe pend ligbility for
corruption in dl its forms and goheres of manifestation.

4. Formulations of clear rules and standards for adminigtrative services provided
tocitizens.

5. Development of asystem for coordination of anti-cor ruption activities

6. Credionof an incomeand property register for civil servants.

End of the box

In this way, the Bulgarian government formulaied a clear concept of its intentions
to counteract corruption through activities of the executive branch, the legidaure, and the
judicary, aswdl asthrough cooperation with civil society.

With the dabilization of the dtuation in the country that darted in the soring of
1997, society itsdf became more receptive to anti-corruption idess. The decrease of
politicd tensons made it possble to rechannd the corruption theme from its drictly
politicd usage and from the government-oppodtion debates into a discusson within avil
society, without any risk thet it would be dismissed as mere oppostion rhetoric agangt
thosein power.

Some of the necessry reforms undertaken by the ruling mgority prompted a
debete that condantly touched upon the corruption theme The reform in public
adminigration (the Law on Civil Sarvants, etc.), for ingtance, put the work of the centrd
and locd adminigrations within a new legd-regulatory context. Some newly adopted
lavs were debated in public, and this had a pogdtive effect on the gradud introduction
into public debate themes rdlated to corruption and corrupt practices.

At the same time, though, the accderdtion of privaization and the diversficaion
of privatization practices, from the employee-manager buyout issue to the sdection of
foreign investors, created new prerequisites and temptations for corrupt practices.

The more favorable socio-palitical gtuation in the country in 1997 was the man
prerequigte for launching the Coalition 2000 anti-corruption initiative. More
secificdly, the formulation of a dvic agenda in combating corruption was made esser
by thefollowing circumstances:

Growing outdde pressures on corrupt officids in dae dructures, as wel as

pressure from the state on those seeking o corrupt officas, narrowed the fidd of

impunity and freedom of action of both groups of offenders. This deared the way
for launching dvic initiives and dvic control into aess of previoudy
unimpeded types of corrupt dedings.

The whole sysem, built on the bass of the Currency Board, created posshilities

for an independent civic monitoring of those dements of the system that fal mogt

often into the sphere of corrupt transactions.
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In addition to bribery, the Public became aware of other so-cdled “soft” forms of
corruption  (nepotism, dientdism, conflict of interests). A broader definition of
corruption was adopted, which integrated the idea of al forms of abuses of power
for private and group benefits.

A public bdief darted to cayddlize that the government was responsble not only
for corrupt acts, but dso for dl those socid technologies and mechanisms that
made them possble This underdanding facilitated the adoption of mord and
political sanctions as correctives of apro-corruption government.

This change led to the redlization that corruption thregtens the legd order, and, as
such, posss a danger that necesstates the active involvement of civil society
organizationsin the fight againg these practices.

As a result, there arose a need for a corresponding platform and mechanism for
the generation of an anti-corruption initiative, for marketing the common  benefits
to be ganed from the fight agang this phenomenon. The very awareness of the
broad scope of corrupt acts created the med for a broad socid perimeter of anti-
corruption activities. This trend is reflected in the idea of a codition of ant-
corruption forces within society asawhole, for apublic-private partner ship.

A favorable circumstance in this respect was the work of andyticad centers of the
think-tank variety, concentrated manly in Sofiag for whom the public-private
partnership was essential for the expresson of ther views. A mgor pat of ther
intellectua  contribution  was the production of policy papes ad
recommendations for management decisions®®

The Center for the Study of Democracy is among the most established andyticd
centers with good international contacts. Its motto, “Building Bridges’, refers to a
patnership between dae dructures, the expet community and the media which
together would creste optima prerequistes for the modernization of Bulgarian society
and its integration into the community of developed democracies® Tha is why the
commitment of this non-governmental organization, in itS capacity as a collective
Secretariat of the Coalition 2000 anti-corruption initistive, was a logicd continuation of
the Center’s previous efforts, and of its most successful methods of collaboration both
within the framework of the third sector, and with date inditutions. Within the
framework of its Codition ativities this initigive was the fird nongovernmenta
dructure in Bulgaria to gpply its work to the principle of the public-private partnership as
an dement of a naiond process of socd maketing and reforms. It is dso
chronologicaly one of the firgt such initiatives to gppeer in trangtion countries.

2.2. The Coalition 2000 process
The initiation of the Coalition 2000 anti-corruption process became possible as a

reult of a continuous discusson with the paticipation of leading experts from Bulgarian
andytica centers, primarily the Center for the Study of Democracy.

29 See Raymond J. Struyk. Reconstructive Critics. ThinkTanks in Post-Soviet Bloc Democracies,
Washington, 1999, pp. 61-90.
30 See Center for the Study of Democracy. Annual Report 2000, pp. 7-8; see also www.csd.bg.
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The preparatory phase of this process was linked to the evolution of attitudes both
within the framework of the nongovernmenta community, and on the pat of
internationa and foreign nationa organizations committed to the fight againgt corruption.

Firg of dl, it was necessary to overcome the reservaions of the leading NGOs
that were consulted concerning the posshility to initiste an anti-corruption process with
the paticipation of representatives from dl sodd sectors dnce anti-corruption was not
yet an edtablished sphere of nongovernmentd initiaives.  Some treditiondist views were
predominant, both about the nature of corruption (identifying it only with its incrimineted
forms), and about the need for only law enforcement as amethod of curbing it.

Representatives of Trangparency Internationd  expressed dightly different  doubts
as to whether it would be possble, on the one hand, for the government to participate in
such an initigive through representatives of date inditutions and, on the other hand, for
the intiative to devdop successfully within the framework of the public-private
partnership. Because of these hestations a tha time, Trangparency Internationd took the
podtion that it was preferdble to launch such initiatives exdusvely within cvil society,
and to preserve their non-governmenta nature*

A mgor prerequiste for initiating the Coalition 2000 process was the growing
willingness of the internaiond community, and espedidly of USAID, to support an
intigive invalving public-private partnership, which would bring together the potentiad
of a number of dvic organizaions and representatives of date inditutions in a country
like Bulgaria Such a decison was based on the finding that because of the broad range
and dedructive potentid of corruption, it required messures agang it that would involve
the efforts not only of law-enforcement agencies but dso the active paticipation of dl
dae inditutions, nontgovernmental organizetions, and the busness sector. As a
consequence, USAID developed the scheme of the “triangle’ approach in combating
corruption, which induded awareness, prevention, and enforcement. 2

Support for the public-private formula was dso fadlitated by the fact that as a
common priority of dvil sodety, busness organizaions and the governmet,
anticorruption can be a unifying ideg, solidifying the socid contract. It is a cause that has
the advantage of being equaly digant from the ideologicd and the politicad divisons in
post-communist ocieties Beddes, anticorruption embodies the contemporary standards
of trangparency, accountability, and integrity that are characteridic of those socid modds
to which mog dtizens of a country like Bulgaria agpire. Therefore, the formulaion and
implementation of a nationd anti-corruption initiative under the leedership of the NGOs
could dso be an dfective ingrument for overcoming the wide ggp between different
sectors of politica life, and between civil society and the Sate as a whole. Lagt but not
leadt, the logic of the support for such an initiative requires dso an impartid assessment
and monitoring both of the corruption Stuation and its dynamics and of the anti-
corruption efforts of various socid actors. It is well known from pagt experience that only
non-governmenta  organizations with an independent datus could take upon themsaves

31 Asthe present scope of activities of thisinternational non-governmental organization demonstrates, later,
Transparency International moved precisely towards partnerships of its national sections with
representatives of state and municipal institutions.

32.U.S. Agency for International Development Bureau for Europe and Eurasia A Strategy for Combating
Corruption, January 2001, p. 17.
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uch a task, i.e this kind of monitoring should be a pat of an effectivdly exercised
citizens control over the authorities.

The trangtion from the concept of a public-private partnership againgt corruption
to its practicad implementation was fadilitated by the above-mentioned dispostion and the
accumulated experience of the Center for the Study of Democracy in building partnership
relaionships with representatives and experts of date inditutions. The skillful uncovering
of niches for potentid collaboration with dvil sarvants and date inditutions were very
advantageous for the credion of an effective inte-inditutiond and inter-sectiond
mechaniam for anti-corruption partnership.

For the success of such an underteking it was epecidly important to overcome
the intrasectiond divisons and isolationist tendencies which were often trandformed into
unfair competition among a dgnificant pat of the non-governmentd organizations in the
country. Such tendendes, characteridic dso of other trandtion dates, can be explained
primarily by the inevitable competition among locd NGOs for the atention and support
of Western donor organizations that occur under conditions of underdevelopment of the
legd order and of chaity traditions within the naion. In this environment, it is il
difficult to overcome zero-sum thinking in the nongovernmentad community in mos
trangtion countries, incdluding Bulgaria

In this respect, it can be pointed out that leading Bulgarian NGOs like the Center
for Socid Practices, the Center for Economic Development, the ACCESS Association,
the Economic Policy Inditute, and others, joined the Coalition 2000 partnership structure
on the bads of ther previous higory of interaction, induding the successful execution of
joint projects in a number of areas. There exiged good persond contacts between the
expeats and the leaders of these organizations, and shared priorities amed a the
devdopment of cvil socdey and the consolidaion of dvic inditutions These
prerequisites made possble the initition of condructive conaultations between the
leeders of these organizations, and the achievement of a consensus on the objectives,
main directions and concrete tasks within the framework of the initigtive, and on the
digtribution of reponghilities among these founding organizations.

The nortgovernmenta Associdtion of Judges in Bulgaria was dso consulted. The
involvement of legd experts from this organizaion in the speddized working group
which drafted the key documents of the Coalition 2000 initigtive was an important sep
toward building bridges of partnership and trust between the professond community and
the non-governmenta organizations of the various andytica centers

There were dso prdiminay conaultations with a number of internationd
organizations, diplomats, and leading Western experts® In the course of these
discussons, the experts from the Center for the Study of Democracy specified a number
of idess in the sphere of anti-corruption activity, and mede useful contacts with

33 During the further implementation of the anti-corruption initiative, this partnership was expanded and
specified in the sphere of judicial reforms.

3% The Center for the Study of Democracy, for instance, in cooperation with the Sofia Information Center
on the Council of Europe, held consultations with the Council of Europe. It is well known that CoE is an
international organization of key importance in the area of combating corruption, and it has aready
implemented severa intergovernmental projects against corruption in Central and East European
countries. A number of meetings with representatives of the World Bank and the World Bank Institute were
aso held in order to explore the considerable experience of this institution in the anti-corruption area.
Similar consultations were held with the UN Development Program that supported the initiative.

23



organizetions that were carying out independent anti-corruption initiatives in different
countries

The mog important condition both for launching such a public-privete initictive,
and for achieving red results was, of course, the atitude of the governing politica
codition in the country. The conaultations and the andyss of the politicd intentions
decdlared a the beginning of the term of the United Democraic Forces codition gave
hope that a serious anti-corruption potertid exided in the newly formed inditutions of
authority.  In the beginning, dthough concentrated mainly in the fidd of cime the
“corruption” problem was gradudly making its way into the political language of those in
power; and the measures for curbing it were among the immediate priorities of the
executive branch and the judiciary.

This Stuation encouraged the Coalition 2000 founding organizations to: 1) define
the anti-corruption initiative as comprehensve, and 2) regard the publicprivate
partner ship as one of the most important prerequisitesfor itssuccess.

In the broad aray of antkcorruption indruments and priorities, the main
objectives and activities within the framework of the Coalition 2000 initigtive were
defined as follows

1. Promoting public awareness of corruption and esablishing mechanisms  to
support  anti-corruption  efforts  through  public  educetion, advocacy and
dissemingtion.

2. Assding democraic inditution building, promotion of democraic vaues, and
daboration of an Anti-Corruption Action Plan (ACAP) by organizing pands of
expats and legidaors to devdop amendments to the inditutiond arrangements
and regulatory framework that hep redrain corruption, particulally among public
offidds.

3. Saving as a “wachdog’ of the reform process, focusing atention on the practica
implementation of trangoarent and dear rules of the game integrity, and
democratic contral.

It was decided thet the efforts of Coalition 2000 would be multifaceted in terms of
content, and that its socid marketing impact srategy would be based upon the following
man dements

Creating a trusworthy anti-corruption agency through consensus and
coalition building. In addition to being the result of a patnership effort, the initiative
was intended to enable a favorable environment for the establishment of future coditions
The man component of consensus building is the Policy Forum: a policy desgn tool
which darts & the expet levd with the identification of problems which culminaes in a
forum involving representaive of dl rdevant inditutions and organizations that endorses
aconsensus policy document (Anti-Corruption Action Plan).

Obtaining relevant knowledge through a series of corruption assessment
panels. The principle objective of the assessment will be to andyze the scope, intengty,
types and sources of corrupt behavior in the public sector. The methodology to be used
indudes both quantitative and quditative surveys. Indicators used for the corruption
asessment will a later sages of the initidive be used to monitor inditutiond progress
and to produce a Corruption Assessment Index.
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Defining impact objectives and the devedopment of an Anti-Corruption
Action Plan as a consensus document gpproved by the basic actors in Bulgarian society.
Based on research findings and best practice documentation, an ACAP is designed to
incorporate different mechanisms enhancing trust and trangparency in different sectors of
public life. The involvement of policy-makers and businesspersons in the drafting process
isingrumenta in generating wider support for the initigtive,

Bringing about effective behavioral change through dissemination of
information and advocacy. The effective implementation of the ACAP requires support
through different mechaniams @ building awareness of corruption and its various forms
in Bulgarian sodely by usng different forms of public education, public discussons, and
dissamination of research findings and policy recommendations, b) transforming public
awareness into an advocacy role, and keegping the issue of corruption a the forefront; and
C) pressing the government to implement anti-corruption strategy and reforms.

Reinforcing the cognitive component and tracing progress through process
monitoring (Corruption Monitoring System). The badc function of process monitoring
is to assess the effectiveness of policy change efforts in dl mgor areas envisoned in the
ACAP and functioning of the edablished anti-corruption inditutions. The monitoring
sarves ds0 as a “watchdog” tool of the public policy process and as a way to provoke
public discussons.

The Coalition 2000 process

Coalition 2000 was condituted in the goring of 1997 as a flexible organizationa
dructure that would best meet the requirements of the public-private partnership, and the
oecific naure of the Bulgarian legd-inditutiond environment. For this reason, it was
not registered asalegd ertity.

The inditutiond st-up of the initigtive is desgned to ensure both the
trangparency and efficency of prgect implementation and the mog effective and
agopropriate use of the input of the dakeholders In summary, the initistive has the
foIIowmg inditutiona Sructure

Policy Forum of leading public and private inditutions and  prominent

persondities,

Steering Committee (SC) as the meansfor coordination; and

Secretaria to provide operationd management to theinitiative.

The Policy Forum is the supreme body in the initiative sructure. It convenes once
per year to review the results of the preceding period, and provides guideines for the
work of Coalition 2000 for the next year. The Forum condiitutes about 100 members who
are invited to paticipae by the Coalition 2000 Steering Committee. Members are
prominent public persondities with edablished integity and reputation as wel as
representatives of the public and private inditutions. The following groups of inditutions
are represented at the Forum:

Inditutions of the dae executive government agendes (incdluding minidries, the

Foreign Invesment Agency, the Privatization Agency, and the Securities and

Stock Exchange Commission); the Nationd Assambly; the judiciary, incuding



courts of dl leves locd government representatives, and the Nationd Audit
Office and the Commisson for the Protection of Competition.

NGOs Bulgaian foundations and associdions, policy inditutes, busness
asociaions, regiond development agencies, civic groups representatives and
European and U.S. foundations (locdl offices).

Internationad  organizations and hilaterd ad agencies the World Bank, the
European Commisson, the United Nations Devdopment Program, the
Internationd Monetary Fund, and the Resdent Mission in Bulgariaof USAID.

The mandate of the Forum is based primarily on its role as a representative public
body overseeing the process, reviewing the progress achieved by the effort, and adopting
the agenda for future work. The efforts of Coalition 2000 receive an increased public
credibility and legitimacy through the endorsement of the Forum by leading persondities
and indtitutions

Its meetings ensure that the work carried out under the initigtive by the various
inditutions reflects a consensus of the mgority of the concerned public and private
inditutions. It also provides vishility to the project effort thus enhancing itsimpact.

The three previous annud forums (held in 1998, 1999, and 2000) were atended
by hundreds of politicians public figures, representaives of the media, private
busnesses NGOs, people pesondly engaged in the fight againgt corruption, and
representatives of internationd organizations based in Bulgaria

The objectives of the annud Policy Forum reflect directly upon the drafting and
updatl ng of the strategy for the anti-corruption initigtive.

The main task of the anrud Policy Forum is to review results from the pagt year,

and to provide guiddines for the anti-corruption activities during the next year.

The mandate of the Forum is derived from its role as a representative public body

that oversees the Coalition 2000 devdopment. At the same time that the Forum

concludes the annud policy cyde and formulates a collective opinion expressing
the pogtions of prominent pesondities and inditutions, it contributes to
establishing the public nature and legitimecy of the anti-corruption initigtive.

Another dgnificant contribution of the Pdlicy Forum is its rale in legitimizing the

activity of the spedfic organizetiond forms of the public-private partnership (for

indance, the Coordination Council). They dso guarantee that Coalition 2000

activities are carried out according to a consensus between the dtate and non

governmentd ingtitutions committed to the fight againgt corruption.

The Steering Committee is regpongble for the coordingion of the activities
within the framework of the initidive, and embodies the practicd redization of the
public-privete patnership in the fight agand corruption. In  accordance with its
functions, it includes representatives of the founding NGOs and of dae inditutions (in an
approximatdy 50/50 ratio).

The Steering Committee meets regularly, goproximatdy every four to 9x weeks.
It plays a mgor role preceding the Policy Forum meetings. The SC prepares the meeting
agenda through advance conaultations with the Forum members and reports to the Forum
on the activities and outputs during the preceding year. The dructure of the Steering
Committee isintended to ensure two main objectives
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Effident management covering dl aspects politica/inditutiona, economic, legd,
information, and interfacing with internetiond indtitutions, and

Public-private didogue and patnership as a key prerequiste for a subgtantid
impact.

For the purpose of providing permanent support to the work of the Steering
Committee, a Secretariat was s&t up & the Center for the Study of Democracy. It
provides the day-to-day operationd management and reports activities of the Coalition
2000. It maintains, in coordination with the Applied Research and Communications Fund
(ARC Fund) apublic information desk providing both on-line and printed maeriads.

The anud policy cyde of Coalition 2000 indudes the following network of
related activities the Task Force prepares the draft paper to be discussed later at a Policy
Workshop. The later brings together experts from dl the inditutions involved in the
process. The further improved verson of the documents (initidly it was the Anti-
Corruption Action Plan, and later incdluded the annua Corruption Assessment Reports the
following years) is submitted to the Policy Forum for gpprova and revisons.

I nstitutional

Structure Policy Cycle
Poli i

cy < > Policy Forum

Forum
Steering Policy Workshop
Committee
Secretariat Task Force

In summary, the inditutiond sructure of Coalition 2000 ensures that:

The process is open in that it provides a mechanism through which the mgor
dakeholders—governmentd  and  nongovernmentd  organizations,  business
asocidions and internationd  organizations—oould provide input and participate
in bath the desgn and implementation of an anti-corruption plan which makes the
best use of their respective experience and expertise;

It establishes a public-private didogue and partnership in a process that concerns
the whole sodiety;

The process is made trangparent by means of regular disssminaion of information
among concerned indtitutions and through media outreach;
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The dructure is flexible as it incorporates both public and private inditutions, as
wdl as prominent individuas,

The Coalition 2000 intiative hes its own didinct identity independent of the
identity and paticular objectives of the participating organizations, dthough it is
not a separate legd entity. This holds true for its substantive aspects as wdl as for
the accounting and adminidration of the project; and

The initigtive has condderable public ganding and high profile, which is in itsdf
an important prerequidite for maximum anti-corruption impact.

The Task Force is a dating point and an important ingrument in the Coalition
2000’s policy cyde and plays a mgor in drafting Coalition 200’s badsc program and
andyticd products. The firg priority of this group was the drafting of the Anti-
Corruption Action Plan for Bulgaria (ACAP). The draft was submitted to a Policy
Workshop (convened on July 7, 1998) a the deputy minigerid/expert levd in order to
findize the suggesions and comments for an outline document. All inditutions consulted
were invited to participate®®As a result of the consultations and workshop discussions,
the task force of experts produced a findized verson of the ACAP that was conddered
by the members of the Policy Forum during its firda megting in November 1998. In
advance of the medting, the Action Plan was drculaed among the members of the
Forum. The firg Coalition 2000 Policy Forum that was held the same month adopted the
ACAP, and thus made it a Coalition 2000 offica program document. Its goprova by
representatives of date inditutions, nortgovernmental  organizations, and the business
community gave the ACAP the importance of a consensus document outlining the public
agenda againg corruption.

The cyde induding expet discussons within the framework of the Task Force,
folowed by a Policy Workshop and a Policy Forum has been trandormed into a
permanent  year-round Policy Cyde for coordingting the points of view and the priorities
of the different paticpants in initisting concrete anti-corruption activities Only the find
product of this cyce has been changed; after the adoption of the ACAP the annud
forums (1999 and 2000) approved the respective annua Corruption Assessment Reports.

The content of the Anti-Corruption Action Plan is summarized briefly beow.
This document includes Sx mgor action lines

Box
Petar Stoyanov's letter (from “Clean Future’)
End of the box

Firg Action Line Creating a Favorable Ingitutional and Legal Environment
for Curbing Corruption

3 The Workshop brought together 50 representatives of business associations, senior government officials,
financial experts, representatives of the private sector, and other concerned institutions.
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Such a reform is of key dgnificance for the success of anti-corruption efforts,
gnce it rases the socid cogt of corruption, and in this way provides incentives for ant-
corruption behavior on the pat of date offidas and citizens. The anti-corruption reforms
in the public sector are amed a edablishing trangparency and accountability in the
interactions between dae officids and dtizens or representatives of the private sector.
Moreover, public atitudes and behavior depend on the willingness and capability of
those in power to make ther offices more trangparent and subject to citizens contral.
Therefore, from the point of view of the fight agangt corruption, the essence of thee

reforms lies in the effective use of prevention indruments through rasing the sodd cost
of corruption. (The ACAP recommendations will be presented in grester detal in Rt [11,
Chapter 1.)

Box

The Fra Action Line provides for the credtion of a favorable ingtitutional and
legal environment for curbing corruption:
. Public Adminigration Reform
Edablishing new inditutions and offices with contralling and monitoring
functions, and improving exiding ones
Developing the public procurement system
Reform of the politica party sphere

End of the box

Second Action Line: Reforming the Judicial System

The public in Bulgaria percaives the judiciary as one of the most corrupt sectors.
The reform of the judicdd sysem was therefore inititled as an initiaive for purging
corrupt magidrates from the system, and for the cregtion of conditions for its greater
trangparency. The gods of the proposed reforms are thus amed a asserting both the
independence of the judiciary as an autonomous phere within the democratic separaion
of powers, and its specific role in the law-enforcement process and in pendizing
incriminated forms of corruption.

Box

The Second Action Line foauses on refor ming thejudicial system:
Implementing alegiddive reform in order to curb corruption
Reorganizing the operation of thejudica system

Improving saff recruitment procedures and professond training
Taking measures to expose corruption in the judicid system
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End of the box

Third Action Line: Curbing Corruption in the Economy

In the absence of dear and trangparent rules and civic control, the privatization
process has become a naturd ground for corrupt practices. ACAP envisons discussons
in the aress of different ways of rationdizing privatization mechaniams changes in the
regulation of privatization methods and procedures, the accderdion of privatization via
the sock exchange which offers a trangparent mechaniam for securities sde optimd  use
of tenders and competition as a form of privatization; the increased importance of control
over the execution of privatization contracts the edablishment of a legdly-regulated
“embargo” regime for potentia investors who have not obsarved commitments induded
in the privatization contract, etc.

The document adso dipulates the effective monitoring of the pos-privatization
process for deds that do not require full payment a the moment the privatization contract
is concluded.

The liberdization of the conditions for private entrepreneurship through the
remova of bureaucratic mechanisms and forms of dae regulaion is another component
of anti-corruption measures to be implemented in the business area.

On the other hand, the Plan envisages redraining corruption within the private
sector itsAf, firgt of dl in finenda and economic relaions

Box

The Third Action Lineisaming & curbing corruption in the economy:
Trangparency and accountability in the privatization process
Liberdizing the conditions for private business development

Limiting corruption in financid and economic relaions within the private sector
Enhancing the effectiveness of economic arbitration procedures

End of the box

Fourth Action Line Enhancng Civic Control in the Fight Againg
Corruption

During the drafting of the Anti-Corruption Action Plan, it was taken into account
tha while changes in the legd-inditutiond environment, the judicdd sysem, and the
busness area ae to a great extent prerogdives of the public authorities the task of
organizing anti-corruption education and dissamindion activities, and of grengthening
cvic control over adminigrative services and other socid spheres subject to corruption
deds is in the hands of the third sector. It should be acknowledged that despite the
progress in the edablishment of nongovernmentd organizations—associations and
foundetions—during the last ten years of pos-communig trangtion, Bulgarids third
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sector is not yet an equd patner of the authorities. This dtudtion is often used by
paliticians for exerdsng vaious forms of pressure and indnudions, through which they
try to creste and maintain their dientdistic networks within the NGOs.

The document makes recommendations for the inditutiondization of dvic control
over corruption in the date adminidration, politicadl organizations and the judicd
sysem. An important pat of this control would be the introduction of systematic
monitoring of the public adminigration, including the presence of representatives of civic
organizations & medings of dae inditutions and inditutions of loca government, and
the inspection of documents adopted by them.

In addition, the document contains the task of reviving traditiona professond
ethics in different aress of life as a counterpoint to corrupt practices. The document
focuses on the importance of rebuilding occupaiond and branch organizations on the
bases of codes of ethics for each professon. The success of any civic-public campaign is
unthinkable without the interaction and cooperation with the media The Plan envisages a
number of initidives in this gohere devdopment of badc anti-corruption rules for the
journdigic professon; edtablishment of an award for journdiss who have contributed
mog to the fight againgt corruption; organization of courses for young journdigs on the
problems of corruption and countering its manifeations, etc.

Box

The Fourth Action Line provides for enhancing civic control in the ight aganst

corruption:
- Devedoping the inditutiona framework of civic control

Involving professond assodations and trade unions in the AntCorruption
Campagn
Cooperation with the mediaiin implementing the Anti- Corruption Campaign
Cooperation with rdigious inditutions to foster mord integrity and counteract
corruption

End of the box

Fifth Action Line Changing Public Perceptions of Corruption

The god of this campagn is to change public perceptions of corruption—from
tolerance of and recondliaion, towards dissociation and oppodstion agang this

When discussng this pat of the document, the experts noted that what meakes it
important is that the res of the Pla’s components depend to a great extent on the
professond execution of the information and educaionad campaign. On the other hand, it
Is solely organizetions from the third sector that define the gods to be achieved in the
course of such acampaign.
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One of the peculiarities of the campaign is that it is of the “socd marketing” type,
and it utilizes both a traditiond advertisng st of indruments and tools spedific to the
advocacy of socidly important causes.

Box
The Hfth Action Lineisaming & changing public per ceptions of corruption:
Implementing an Anti-Corruption Public Awareness Campaign (“ Clean Future’)
Public education campaign about the rights of dtizens and obligations of the
adminigration in the sphere of adminidrative services
The Anti-Corruption Campaign within the sysem of public educaion a its
variousleves

End of the box

Sixth Action Line International Cooperation

With the globdization of trade and economic cydes and with the degpening of
integration, especidly in Europe, the fight agangt corruption was made a priority in the
programs of mog international  organizations and multilatera agencies A condderable
amount of knowledge and experience has dready been accumulated internationdly. A
number of initidives for assging countries that face serious corruption problems are
being implemented.

The ACAP focuses on cooperdtion between Bulgaia and leading internationd
organizations paticipating in efforts to resolve this problem—the Council of Europe, the
Organization for Economic Cooperaion and Devdopment, the World Bank, the
European Union, the United Nations, and anumber of regiond initiatives 3

36 |n the period following the Plan’s adoption, Bulgaria was one of the first member-states to sign the
Criminal Law Convention on Corruption of CoE, and among the first non-OECD members to sign and
ratify the Convention on Bribery in International Business Transactions. Bulgaria's accession to these
conventions has various implications for local legislation. Changes in the latter correspond to a
considerabl e extent to the recommendations contained in the respective sections of the Plan.

Bulgaria's cooperation with the Council of Europe is especially important. In order to monitor the
observance of the leading principles and the implementation of international instruments adopted in
compliance with the Council’s 1996 Program for Action, a Group of Countries against Corruption
(GRECO) was created in the form of a partia and comprehensive CoE agreement. The agreement will
come into force after 14 states declare their intention to participate in it. The Republic of Bulgaria was the
tenth country to giveits consent for participation in GRECO (January 26, 1999).

Bulgaria also took an active part in the second phase of the “ Octopus’ project which is carried out
jointly by the Council of Europe and the European Commission. The main objectives of this second phase
of the “Octopus’ program are: assistance for the preparation of legal and institutional reforms; training and
practical instruction that would increase the capacity of the member-states to counter corruption and
organized crime, and improved international cooperation in thisarea.

Asfar as the European Union is concerned, cooperation with it in this areais an important part of
the country’s preparation for accession in the so-called “third pillar” sector. It should be pointed out that the
so-called “achievements of the acquis communautaire” in the sphere of law and domestic affairs include
not only the EU anti-corruption instruments, but also the international CoE and OECD instruments in this
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Box

The Sxth Adtion Line enhancing international cooper ation:
Cooperation with internationa organizations and integrated sructures
Internationd economic, financid and trade indtitutions and organizations
Cooperation with other internationd organizetions

Interaction with regiond organizations and initiaives

Regiond cooperation on multilaterd and bilaterd bases

Cooperation with government aid inditutions on abilaterd bass

End of the box

Following its adoption by the Policy Forum, the Action Plan was perceived as a
long-term reference document. Having been agreed upon as a result of an indusve
process of extensve conalltations a& the expet and policy levd by the mgor
governmentd, non-governmenta, and intenationd organizations concerned with the
issues of corruption in Bulgaria, the Action Plan is providing coherence to broad anti-
corruption efforts. At the same time, it is an open document directed to society as a
whole. In this sense, the ACAP is an dtempt to formulate an agenda for Bulgarian
society in its fight agang this sodd phenomenon. In other words, the Plan's fae—its
sucoessul implementation or fallure—is only partidly in the hands of the third sector, in
the face of the Coalition 2000 founding organizations.

In line with the principle of segparate but complimentary roles of the different
actors in the anti-corruption public-private partnership, the leading Coalition 2000 NGOs
have concentrated their activities in those areas and forms of influence that give the third
sector an opportunity to most fully redizeits potentid.

The leading role of the non-governmental organizations is accomplished firs and
foremog in the area of the sysemaic monitoring of corrupt practices in the country.
Such an activity has benefited from the congderable experience of the founding NGOs in
rdlated sociologica and marketing research, and from ther good reputation and the high
levd of thar work. At the same time, the monitoring of corrupt activities was dso a
prectical redization of extreme importance and unique function of the avil sodey in
offering impartia obsarvation, andyds and assessment of processes in the public sector.
In other words corruption monitoring has not only been of cognitive-informationd
importance, its products are dso a pat of the “internd control” process within the
initigtive. 1t has aso supplied an objective bads for an assessment of the effectiveness

area. In this way, the participation of the Republic of Bulgaria in the CoE and OECD conventions, which
are open to it, and also the harmonization of the country’s legislation and legal practices with their
standards, as well as with the standards of EU instruments, is becoming a precondition for prospective full
membership in the Union.
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and achievements of the Coalition 2000 process itsdf. These activities will be examined
in greater detall in Part 11 of this study.

The second mogt important area in the practicd implementation of the ACAP was
the Awareness Campaign. Launched under the name “Clean Future” it was amed a
provoking the laent socid intolerance towards corrupt practices through an intense
awareness of the serious nature of the threat that such practices pose, and ther long-term
consequences for society as a whole.  Simultaneoudy, the campaign sought to affirm the
high dandards of trangparency and accountability comprisng the core of the anti-
corruption effort. In this sense, we could say that the Awareness Campagn hes a
preventive charecter in the broadet sense of the word, and a the same time it
emphadzes podtive messages related to the introduction of modern sandards of socid
conduct that exclude corruption. The main aspects of this campaign will be presented in
Part I11.

Usdng the ACAP as a drategic reference point, Coalition 2000 has neverthdess
continued to refine concrete tasks in various aress, in accordance with changing balance
of power dong the pro-corruption/anticorruption axis. It can be sad in this repect that
while the NGOs made condgtent efforts to convey the program’s objectives in the
language of gpedfic anticorruption activities those in power, dter thar initid
commitment to the fight for transparency and accountability, later Started to demondrate
incondgencies with regads to ati-corruption reforms  in the  legakinditutiond
environment and adminidrative practice. Likewise, the government gradualy distanced
itsdf from serious discussons of the propossd messures for curbing corrupt practices.
Respectively, some representatives of public inditutions who had committed themsdves
to the Coalition 2000 objectives were dso disgppointed by the growing ressance againgt
the criticd gpproach not only toward the preexiging non-trangoarent mechanisms and
practices, but dso by those manifesations of dientdiam and nepatiam that implicated the
new ruling codition.

The negative changes in the government’s atitudes to the problems of corruption
and thefight againgt it are atributed to severa reasons:

Fird, anti-corruption was formulated as a paty draegy. Government rhetoric
referred to the previous soddist cabingt, and it Sgnificantly fadlitated personnd changes
within government indtitutions thet were to some extent inevitable.

Sacond, the government was confident that its meesures for finencid dabilization,
acoderation of priveization, debilizetion of government agencies within the framework
of processes of centrdization of authority, introduction of a reaivey moden legidation
in the adminigration sohere and 0 on, were in themsdves suffident for overcoming
corruption as a socid problem. In this sense, datigt illusons proved to be degply rooted,
and they adapted well to trandtion redlities.

In themsdlves, a number of these measures had a beneficial impact on the macro-
framework of the trangtion:

Fnancd dablization within the framework of the agreement with the

International Monetary Fund, and as a result of the activities of the Currency

Board;

Accderation of privatization in &l economic soheres,

Inditutiona stabilization and consolidation of the executive branch;
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Accdeaion of the country’'s Euro-integration, definite overcoming of the
previous geopalitical ambiguity of Bulgariain favor of aunion with the Wes;

Candidecy of the country for NATO membership and initigtion of a multifaceted
cooperation with the Alliance, etc.

In the course of time, though, some unfavorable tendencies and processes in
the state administration became evident. Speeking of them as a whale, it can be pointed
out that the govenment's efforts to overcome the finencd dedtabilization, ingtitutiond
padydss, and digntegration processes a the leve of the centrd government led to the
opposte effect, namdy—to over centralization of power and dronger date
interference in all social spheres.” Because this process was going on under conditions
of rgpid change of personnd a the different levels of the date adminidration, and in a
gtuation where paty demand for loydty became prevdent, this tendency, in dfect, bred
a new symbioss between the ruling coalition and the state apparatus. These changes
crested a new inditutiond environment charged with high corruption risks, and the
control over those gradudly dipped from the government’s hands (where and when a
will to curb corruption exided). In this Stuation, the othewise postive accderation of
privetization benefited new dientdisic and nepotisic dructures and dameged a large
portion of Bulgarian and foreign entrepreneurs and investors, as wel as society as a
whole. Naturdly, the non-transparent reforms and the revivd of nonmarket mechaniams
for red;gstri bution of date resources generated renewed diendation between date and
didty.

Thee unfavorable tendencies which degpened during the second hdf of the
United Democratic Forces four-year term (2000-2001), necesstated a change of
emphads within the framework of the anti-corruption public-private partnership. Frst of
dl, it was necessary to re-channd and concentrate more efforts and resources in antr
corruption pressures on politica dites, the governing political dite in particular. In this
way, the public-private formula itsdf undewent an evolution, with the non-governmenta
organizations daing more dearly the need to overcome the ambivdent atitude of the
authorities towards a number of anti-corruption priorities This formula  increeangly
expressed the necessary badance between collaboration and criticism, and deinested
more clearly the various interests within the broad antcorruption codition. It can be sad
that the efforts of the leading NGOs to motivate the authorities to undertake anti-
corruption activities became more focused and sdective, aming a the achievement of
concrete sepsin the direction of greater trangparency and accountability.

Changing oconditions within the framewok of the public-privaie partnership
highlighted the growing dgnificance of the interaction within the third sector itsdf, as
well as between NGOs and the independent media This experience demondrated that
publicdzing the mgor Coalition 2000 products, comments upon them and the motivation
of journdidic invedigations amed & uncovering corrupt practices turned out to be a
vey important anti-corruption indruments targeting not only the participants in the

371t is hardly surprising that critics of this policy argue that it leads to the imposition of “state capitalism”
in the post-communist setting. (Seethe 24 Chasa daily, June 8, 2001.)

38 This tendency was demonstrated most clearly by the June 2001 parliamentary elections, when the ruling
coalition United Democratic Forces|ost nearly 2 million votes, and itsleader Ivan Kostov had to resign.



corrupt transactions, but aso the above-mentioned inconssency and ambiguity in the
actions of the authorities

Ancther component of the Coalition 2000 activities, whose importance stands out
espedidly as a result of the negative tendencies within government inditutions, was the
anti-corruption  patnership with a number of international  inditutions and  nationa
agencies, whose priorities induded the spread of trangparency and accountability in the
trangtion countries Ther support for the anti-corruption initistive as wel as thar
condant interest towards its products and results, helped neutrdize the attempts of some
individuds and inditutions in the country to underesimate or openly oppose Coalition
2000. It can be argued that the specific domedtic evolution of views on the corruption
problem provided an additiond impetus for a more active involvement of the Coalition
2000's foreign patners who increesingly saw the Bulgarian anti-corruption inititive as a
corrective of the authorities and a source of objective and independent information on
some of the mogt delicate (from apolitical point of view) problems faced by society.

The redirection of pat of the Codition's efforts towards anti-corruption
collaboration a the locd levd was an immediae result of the complicated partnership
between the nongovernmentd organizations and the representatives of the centrd
govenment. At the beginning of 1999, a sgparae program, “Trangparency in Locd
Government,” was initiated, and it consderably widened the scope of action of Coalition
2000. This gep was fadilitated by the rdative autonomy of locd government. Also, there
was a better chance that the mgority of eected mayors, pat of whom did not have a
paty dfiliation and had built ther reputations through persond honesty and integrity,
would become involved in the anti-corruption intitive The fact thet within the
municipdities the “corruption” problem was more dealy linked to the qudity of the
locd government and to concrete bureaucratic obgtructions that could be identified and
eliminated more eadly condtituted another favorable prerequisite.

The introduction of projects promoting the trangparency in locd government as an
integral part of Coalition 2000 activities made possble the induson in its activities of
dozens of NGOs based in over ten cities aound the country. This dep created
prerequistes for the formaion and functioning of a ndaiond nework of non
governmentd  watchdog organizations that in the future can form a permanent Sructure
for monitoring and dvic contral. Activities within the framework of the Codition's locd
projects will be examined in greater detail in Part 111, Chapter 2 of the present studly.

As a reault of these changes, in the course of its adtivities in line with the Ant-
Corruption Action Plan, Coalition 2000 itsdf has experienced an evolution that has made
it more adequate to the politicd Stuaion in the country, and more open not only to its
patner organizetions but dso to dvil sodey as a whole At the same time this
redefinition of accents within the framework of the initiative reflects dso some necessary
devdlopments in the practicd execution of the public-private partnership, which point to
lessons for other amilar initigives. Without quedioning the vdidity of the formula itsdf,
such conclusons, based on the Coalition 2000 experience, make possible reconsderation
and a dricter definition of the parameters of the anti-corruption partnership. This @n be
done in a way that permits the complete unfolding of the exiging potentid in the fight for
trangparency, accountability and integrity within nationa boundaries.

The authors of this sudy have the amhbition to outline the achievements lessons
and perspectives of the anti-corruption codition seen through the prism of the concrete
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results and problems of its activities Lagt but not leedt, this effort is part of the necessary
Coalition 2000 recapitulaion, with a view to formulating priorities for fuure activities of

Bulgarid s anti- corruption inititive.
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