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1.  Introduction

Bulgaria is still a country in transition.  Progress since ‘the changes’ began in 1989 has been far from linear.  This case study looks at the overall context for anti-corruption programming in Bulgaria, including the roles of donors and NGOs.  It looks in particular at how UNDP is responding to this anti-corruption impetus.  The case is based on a field visit to Bulgaria in September, 2002.

Bulgaria has been improving its ranking and score in the Transparency International Corruption Perceptions Index.  In 1998 it was ranked 66th.  In 2001 Bulgaria was ranked 49th and in 2002 it was ranked 45th, indicating an improvement in perceived levels of corruption relative to other countries.  Its score in the index over this time has risen from 2.9 to 4.0. The score relates to perceptions of the degree of corruption as seen by business people and risk analysts and ranges between 10 (highly clean) and 0 (highly corrupt.).

Anti-corruption programmes are currently much in vogue in Bulgaria. There is a history of NGO and donor involvement in the sector for a number of years.  This case study provides an opportunity to look at the role of anti-corruption programming, and attempts to contribute to lessons about its impact.  

The previous government was defeated primarily on issues of corruption.  The current government, elected in 2001 on an anti-corruption platform, has recently passed a national anti-corruption strategy.  An inter-ministerial commission has been established, but in these early stages its role and impact remains unclear.  During the case study field trip, parliament was debating who should sit on its own anti-corruption commission.  In addition to looking at the overall context, including donor and NGO roles, the case study examines how UNDP specifically is responding to this anti-corruption impetus.  It is, however, too early to assess the impact of the national strategy and UNDP’s interventions. 

2.  The Environment for Anti-Corruption Programming.

There were many definitions of corruption heard during the case study visit, as well as recognition that different kinds of corruption require different actions to address.  Most people defined corruption in two categories: 

High-level corruption: Such as that carried out by senior members of the executive in large deals such as privatisations, the bankrupting of the banking system, and oligopolistic control of interest groups.

Low level / petty corruption: Such as that faced by people when they have to deal with members of the public services, municipal officials, permit offices, doctors etc.  It was noted that certain systems were corrupt at e point where there was discretion, right up the chain of decision making.  In particular, the law-enforcement and judiciary system was mentioned, as well as the Customs agency.

Definitions of corruption included:

· Any coercive act in favour of the administration;

· Anything that the administration does to force the opposite party to do something to the benefit of the administration for which they are not entitled;

· Any time a citizen or business is forced to do something outside the procedures in order to pursue their business or normal lifestyle;

· Taking a bribe;

· Taking advantage of personal relationships.

Corruption was often defined as occurring within the state, and by state officials.  This is the kind of corruption on which the case study focuses.  However, those spoken to acknowledged important linkages between state corruption and other kinds of corrupt practices, particularly those of powerful business and organized crime interests. 

The other side of anti-corruption work – the need to work with citizens -- was emphasized.  The member of the public who is offering a bribe is involved in corruption, even though they may not perceive themselves as such.  One NGO noted that it is essential to move Bulgarian citizens from seeing themselves as the object of corruption -- as victims of it -- to seeing themselves as subjects of it and therefore partly responsible for it.

Multiple and Adaptive Modalities of Corruption.  It was noted by many that giving cash as bribes is a rather outdated, though persistent, form of corruption.  Many cases are observed, at both the high and low level, where government officials force individuals and companies to make use of services of particular companies or individuals.  For instance, in order to start a business on new premises one needs drawings that are approved.  The chief architect’s office may suggest a particular company to make the drawings. Or, a privatized company may have a relative of a senior official at its head, or officials will receive a percentage of each deal or insist on a tariff being paid on each ton of a commodity being exported.  It was noted that corruption is adaptable -- normally outpacing attempts to control it.

A reinforcing relationship between high and low level corruption?  Opinion was divided about how the different kinds of corruption are related, and the best sequence for tackling them. Most felt that the high level corruption, at the political and big company level, permits the existence of low level corruption since there is a permissive environment which percolates down from the highest levels -- and in a centralized system the most powerful flow is top-down. However, it was felt that ‘small scale corruption gives large scale corruption the freedom to exist problem free’.  As such, the two types of corruption reinforce each other:

[image: image2.wmf]low level

corruption

high level

corruption

+

+


Some felt that the focus on tackling low-level corruption assists those involved in high-level corruption: dealing with low-level corruption keeps people’s attention busy and diverts it away from the dealings of the large-scale corruptors, who are thus protected.  Others feel that it is small scale corruption, faced by everyone, where anti-corruption efforts could have most impact and would be more likely to be successful since efforts at this level do not come up against the same powerful interests targeted by high level anti-corruption attempts.

According to a number of indexes, the public registers a higher intolerance for smaller scale corruption that affects them directly, such as when trying to set up a business.  Some feel that high level corruption is limited to around a dozen large companies, their dealings with government, and the fight for prevalence between political parties.  Large scale corruption is seen to affect a narrower set of interests, justifying a greater emphasis on lower-level corruption.  Small-scale corruption has a major impact on daily life, such as the provision of basic services.  If this could be lowered or eliminated, public attention would be able to focus more effectively on high scale corruption.  Currently, according to some, the public does not care about high-level corruption.  It was noted that dealing with high-level corruption would attract much attention, but it is at the grass roots level of people not having to take bribes that anti-corruption work could really change people’s lives, and this would require a radical restructuring of the public administration.

The Corruption System in Bulgaria.  During the case study visit, people frequently spoke of cultural attitudes and historical factors in Bulgaria which facilitate corruption.  Some donors noted that this means that progress in Bulgaria needs to be judged against these factors. 

One of the constraints on anti-corruption work seen by donors and Bulgarians is the attitudes of Bulgarians themselves to the state.  Bulgarians are not regarded, by some, as particularly civic minded, and therefore need educating, after years of oppression, in their role as citizens and participants in democracy.  Anti-corruption work is seen by some as part of a larger programme of creating citizens and establishing governance by the people in an environment where there is a history of a lack of trust in the state, which has been reinforced by the transition experience.  The following list attempts to summarize some of the cultural factors mentioned – by Bulgarians themselves -- during interviews:

· Corruption and a lack of engagement with the state as a response to oppression.  Bulgaria was under the Ottoman Empire for five hundred years. After this came a turbulent period of monarchy and Balkan wars and then fifty years of communism.  As such, Bulgarians have spent hundreds of years adapting to oppression and centralized control, developing coping strategies for it that have involved corruption and keeping out of public space.  They have had only had a short time, since 1989, to attempt to control themselves;

· Corruption and isolation from the State as a norm under communism.  Many noted that corruption was a norm under communism.  Services that were meant to be provided for free had to be bought with gifts or small bribes. Practices such as nepotism and attempting to circumvent and take advantage of the state in petty ways were rife and acceptable.  Communism began with a period of brutal repression in the 1940s and 1950s that effectively squashed dissent.  People retreated into the private sphere.  Religion was practiced at home but could not be spoken of outside.  A tradition of non-transparency developed;

· Corruption as a norm in transition.  It was noted by many that the transition from communism to a market economy inevitably involves a period of corruption. Where there is less clarity is on whether and how it is possible to transition out of this corrupt phase or whether the dynamics of it are so strong that Bulgaria will remain in it;

· Corruption as part of Mediterranean culture.  There was some defensiveness that Bulgaria should not be judged too heavily for its levels of corruption, considering the behaviour of other countries in the region such as Italy and Greece, and Mediterranean cultural norms that are (in this line of argument) seen as more conducive to corruption;
· Lack of moral structures – church itself a victim of in-fighting.  A number of those interviewed wondered if the lack of a strong moral framework in Bulgaria created a more permissive environment for corruption.  It was noted that the Bulgarian church does not provide guidance or an example for others.  The church is embroiled in a power struggle between two competing patriarchs.  This has led to further disillusionment in the church as a responsible and guiding institution;
· Placing trust in personal relationships and family.  Many pointed out that the lack of trust in the state has led Bulgarians to place most of their trust in personal relationships, rather than in a legal framework.  There is a strong history, particularly given that Bulgaria has only recently begun to urbanize, of the use of extended family relationships for conducting business.  Efforts which seek to replace this kind of trust with trust in the rules of the game and clear procedures seek to change a long cultural history.
These factors make for a dilemma in awareness-raising work.  It was noted by many that the public in general feels that to get something from the administration it is necessary to pay for it.  Complaining about this, or about any other aspect of public administration, is felt to be useless.  People have examples of trying to complain and not hearing anything: eventually they stop complaining.  As the Bulgaria 2001 Human Development Report notes: ”The main barriers in front of citizen activity are based on doubts about whether the participation will prove meaningful.  The most frequently quoted reason for non-participation is ‘I do not want to participate because nobody will listen to us’”

There is a fear that if public awareness is raised about the need to complain, and then people complain and get no response from a government which itself has to adapt to unaccustomed citizen participation, this will further disillusion people to resignation.  There is a feeling that perceptions of corruption can actually feed corruption itself as reality catches up with expectations.  This will be discussed further below, but it is clear that much of the skill in anti-corruption programmes, as in other reforms in Bulgaria, lies in effective management of the gap between expectations and reality.  Success rests on moving the public and officials at rates of change that complement each other, rather than at radically different rates of change that slow down overall progress in the system.

Transition, Privatization and Corruption.  Privatization in Bulgaria is seen as one of the major sources of corrupt practices, of many different kinds.  It was the process by which a private economic elite, who are members of the political elite, was created during the transition from communism.  This means that many of those within this elite are perceived as tainted, and have many interests that an anti-corruption programme would threaten.  They are the people who will be the government and parliamentary executors of anti-corruption efforts.  The conflicts of interest are clear not just on an individual level but on a systemic one.  Effectively, the privatization framework has structured corruption, and in many ways the economic, political and media scene in Bulgaria today.  On the positive side of the ledger, according to some, privatization has allowed an elite to emerge, enabled the transfer of property from state to private hands, and given room for issues such as anti-corruption to be addressed.

There is a strong sentiment that Bulgaria was robbed of its assets during the privatization programme.  In part, this could be due to falsely high expectations about privatization and a misunderstanding of its challenges, but it appears undeniable that the process was problematic.  One possible solution to this problem, since the abuses of the privatization process are regarded as so widespread, could be an amnesty for those who made money during the privatization years in suspect deals.  This, at least, could make people less wary of tackling current and future corruption because they would not fear reprisals for their own acts.  Greater transparency could result: currently, much of the lack of transparency emerges from the number of skeletons in institutional and individual cupboards.  However, a number of people noted that while an explicit amnesty would currently be unacceptable to the public, a tacit amnesty may occur, and is actually occurring, since these people are not going to be brought to justice by a system which is too weak and corrupt -- and in whose interest it is not to do this.

It appears that privatization efforts did not contain a strong anti-corruption element; rather, the methodologies and programme inadvertently fostered corruption.  It may be that assistance could have been given in the design and execution of the privatization programme that might have prevented the worst of the corrupt excesses. 

It appears that the International Monetary Fund (IMF) did not take the corruption element into account while pressing for reforms, noting that the priority was privatization and that a certain level of corruption was to be expected in the transition.  Measurement of corruption and anti-corruption measures were not included as conditions within the World Bank Assistance to Bulgaria for the first decade.  In contrast, the World Bank has included some anti-corruption criteria in its next Programme Adjustment Loan, and for the first time is explicitly giving anti-corruption assistance as part of the next facility.  They are making continued technical assistance to the anti-corruption Commission and Secretariat conditional on the successful implementation of the national anti-corruption strategy, as shown by an improving position in the Transparency International and Coalition 2000 corruption perception indices.

It is interesting that different kinds of privatization tried over the years have been subject to different kinds of corrupt capture as the political elites and large interests have taken advantage of the process.  The problem does not seem to have been a too-high rate of privatization, but rather a too-slow one that allowed assets to be stripped before they were sold off.  This phase of delayed privatization, running companies down and asset stripping, occurred while the former communists were in power in the early 1990s.  Later, when the United Democratic Front came to power (following the economic and political crisis that ensued during the former communists’ time in power), management / employee buyouts were the favoured method of privatization.  This method was subject to corrupt practices by those in power and resulted in another layer of oligarchic elites being created.  These two elites, coming from opposing political parties, have dominated the political scene in Bulgaria until a few months before the last election in 2001, when a new political force, headed by the former king of Bulgaria, emerged.

The bulk of privatization has been completed in Bulgaria.  Most of the jewels are gone.  In 1999 there were 1214 privatization deals; in 2000 there were 589; in 2001, 234.  There remain, however, a number of companies to be privatized including some large and contentious deals in the telecommunications and energy sector that have been dogged by a history of corrupt practices and have fallen through over the years.  It is major challenge for the government and donor community to ensure that the remaining privatization process is able to resist the power of vested interests and corruption.  Is it possible to carry out privatization differently in the future, given the legal reforms that have and are taking place and the increased role of NGOs as monitors and watchdogs?

Nature of the change process: facilitating corruption?  A number of people noted that one of the major constraints to development in Bulgaria, which may have facilitated corruption, was the nature of the change from communist rule. Bulgaria did not have a strong dissident and protest movement under communist leadership: dissidents were active and tolerated mainly in the environmental sphere.  The rate of change in the Soviet Union and the collapse of the Berlin wall went far faster than the changes in Bulgaria.  As such there were not many alternatives to the communists – either in the form of a party or individuals -- and there was no outright and clear winner of the struggle against communism.  Former communists were quickly back in power, winning election in a country they were still largely in control of.  The pace of reform slowed considerably.   As such, there have only been attempts at significant change for the last seven years since the election of non-communists.

The communists were ousted because of their corruption and incompetence which brought the country to its knees in 1996 / 97 with a banking collapse that caused loss of savings for many and hyperinflation for several months.  In 1997, a more reform-minded and ‘pro-western’ United Democratic Front (UDF) government was elected, but this appeared to become more corrupt over the years.  The King,s Movement was elected as a clean alternative in 2001 but, according to some, corruption is once again on the increase.

Rising intolerance to corruption.  There is a general consensus that intolerance towards corruption is increasing in Bulgaria.  It is hard to tell how much this is the effect of the work (such as public awareness campaigns) of anti-corruption NGOs.  There is recognition that this work has had some effect towards increasing intolerance and awareness.  Public outrage with corruption and its effects has defeated two governments, hopefully sending a powerful signal to politicians.  In particular, the widespread effects of the economic crisis of 1996 / 97 disillusioned people with the government of the day.  Opinion is divided on how far continuing corruption may further disenfranchise Bulgarians from the democratic process.   Many young Bulgarians are voting with their feet and leaving the country when they can.

It was noted that before the 1996 / 97 crisis, corruption was not openly discussed: the climate was not one where reform could be high on the agenda of donors.  It was around this time of change in the mid to late 1990s that NGOs began to get involved in the sector.  The Foundation for Local Government Reform began in 1995; a Transparency International chapter was set up in 1998; Coalition 2000 in 1997 / 98.

Corruption and disenfranchisement.  As one observer put it, ”Democracy brought us Anarchy”.  Some of those interviewed during the case visit noted that, over time, the level of voting in national elections has decreased.  A number of people noted that this apathy could be dangerous to Bulgaria’s democracy and stability.  The last two governments have been ousted as failures in which people have lost confidence.  There is currently no strong-arm kind of nationalist alternative to the parties, but conceivably such a movement could develop in Bulgaria if the situation continues as it is.

Among many of those spoken to during the case study visit there was a high level of disillusionment with those who enter politics, with politics being seen primarily as a means for personal acquisition rather than public service.  Cynicism and resignation seem to be prevailing attitudes.  A number of people noted that the only way to avoid corruption amongst politicians was if only those who were already rich got involved in politics: their incentives to be corrupt would be lower.  It is true of a number of the Ministers in the current government that they made their own money overseas before coming to power.  It is hoped that this will help to insulate them from corruption at least for some time.

Political instability – corruption, anti-corruption and the election cycle.  During the last twelve years the government has changed many times.  The last government was the first to complete its full term of office.  People mentioned that this level of uncertainty has a number of effects, slowing down the implementation of reforms and helping to enable corruption through:

· Lack of institutional memory;

· Lack of awareness about procedures and corruption in place;

· Lack of continuity;

· No one ever quite sure how the system works (at the high or low level).

This process of change can undermine the work of donors and NGOs, particularly in a system where so much depends on personal relations and therefore on the individuals in the many politically-appointed posts of the government.  Relations are built up with staff at the top of one ministry when there is a new government: many of those staff are then sacked and there is no handover process. 

In response to these difficulties, NGOs are seeking to formalize procedures and to encourage change at the systemic level, to get as much down on paper, to formalize their relationships with ministries and to work on changes to law and texts so that their work is less hampered by personnel and political changes. 

Adapting to the political cycle.   There is a need for anti-corruption efforts to adapt to the political cycle, as there is in any functioning democracy.  What this means is that the window for change is narrow, even if a full term is enjoyed by the government.

The Political Cycle and Attempts at Reform

The following generic characteristics of the Political Cycle are derived from impressions of Bulgaria’s various governments over the transition period, gathered during the case study visit.  Arguably, these characteristics form an important part of the programming environment for anti-corruption efforts:

1st year: New government.  Initially some confusion, time to settle in and face the realities of macroeconomic policy and political office that mean election promises can’t be met. During this time, public support for the government begins to fall, as high expectations for change are not fulfilled quickly enough;

2nd – 3rd year: possible mandate for change but public approval may continue to fall. Significant changes may begin to affect entrenched interests and will face increased opposition, which the government is not in a position to fight.  Government officials are susceptible to being corrupted;

3rd – 4th year: Elections get closer and the opportunity for reform and real change decreases as campaigning begins in earnest for the next election.  The election itself can involve many corrupt practices. Those not expecting to remain in office may seek to gain as much as possible.  Public expectations for a different kind of government rise.

Politicization of anti-corruption efforts.  Since corruption is a political issue, allegations of corruption are used as a political weapon, particularly against those who are investigating the corrupt.  The previous Bulgarian parliament was non-functioning and it is widely accepted that many of its senior members were involved in corruption scandals.  However, the current government -- which made allegations against certain members, and set up investigations of a number of them -- has not brought any of them to trial and it is not clear whether it has the political power to do so. 

Some people now want the parliamentary commission on anti-corruption to look back and prosecute those involved in corruption in the past: others now in opposition predictably want to look at corruption in the current government and what is happening now.  High-level anti-corruption work appears to be vulnerable to capture by political interests.

Climate of change and reform contributing to corruption in the short term.  The rules of the game are unclear and frequently changing in the Bulgarian administrative context.  This is particularly the case as the speed of legislative reform has increased due to EU accession requirements and other reforms required by donors for macroeconomic stability.  This means that correct practice itself is unclear to both officials themselves and the public.  The ensuing confusion and lack of transparency provides greater opportunities for corruption.   There is a general lack of coherence between much of the new legislation and existing practices.  For example, when an official is faced with a new access to public information law that contradicts his code of conduct, which will he favour?

If they are implemented, these changes to the legal framework may, in the long term, provide the framework that will allow for an effective and transparent system of governance to be established in Bulgaria.  Such a framework could help to build faith in democracy and the rule of law.  However, in the short term these changes actually increase opportunities for corruption and simple inefficiency, and can therefore lower faith in the efficacy of the rule of law and the reforms themselves (for both officials and citizens).  [image: image3.wmf]Poverty
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The changes required to implement an ambitious platform of legislation are huge, and it is unclear whether the administration and government has the capacity or will to see them through.  This widening gap between de jure and de facto reality could have serious long-term consequences.  The major challenge seems to be managing the system so that the bottleneck of implementation is effectively addressed.  This will apply perhaps even more so to anti-corruption measures and strategies, since there are so many incentives to keep them on paper only.

A number of anti-corruption measures strike at issues that require constitutional change, e.g., changes to the role, powers and functions of the office of the general prosecutor.  The process of opening up the constitution for amendments is a lengthy and contentious one.  This will be a brake on a number of anti-corruption efforts aimed at changing the legal framework.

Poverty and Corruption
.  Unemployment and poverty are major problems for Bulgaria and were cited by many as major contributors to corruption, particularly low-level corruption.  People were less clear about the relationship between corruption and poverty.  The main way they see corruption increasing poverty is through increasing barriers and costs for economic activity and increasing the costs of services.  
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There have been two severe economic crises during transition, one during 1991-1992 and a more serious one from 1996-1997. People’s expectations about how transition would improve their economic situation have risen over time, so the gap between reality and expectations is even larger. Transition and structural adjustment has predictably hit the most vulnerable, such as pensioners, hardest.

Unemployment since the transition peaked in 2000 at an average rate of 18.4%, and in 2001 it was 18.1%.  There are major regional disparities in unemployment.  In almost half of the administrative regions in 2001 unemployment exceeded 20%.  Bulgaria in 2000 had the highest unemployment rate of all of the candidate countries for EU accession, apart from Slovakia.  Real incomes have been contracting since the beginning of the 1990s as the individual social security burden has been increasing.  According to 2000 figures Bulgaria has the lowest GNP/capita among the candidate states for EU accession.  The average monthly salary was BGN 238 / month in 2000.  The cost of living, as calculated by the Institute of Trade Union and Social Research, was BGN 257 / month.  In this gap between income and the cost of living one of the only coping strategies is engaging in corrupt practices.  The situation is even more serious for the vulnerable such as pensioners, whose income from the state varied at between 60 and 80 BGN / month in 2000.

GDP growth has begun to recover from the crisis of 1996-1997, when GDP decreased by nearly 18%.  GDP growth in 2000 was the highest since the beginning of the transition period at 5.8%, but this is not yet seen translating into improved conditions for citizens: rather, their conditions are deteriorating.  The Human Development Index did not improve between 1997 and 2000.  In 1997, the index was at 0.78, and in 2000 it was 0.77.  As such, Bulgaria belongs to the group of countries classified as having medium human development. As the 2000 UNDP Development Cooperation Report notes, ”positive trends in Bulgarian economic development during the last three years have not been able to compensate for the consequences of the deep recession during the transition period, especially aggravated during the crisis of 1996-1997.  In 2000 large groups of the population were still living in poverty.  Unemployment continued to be a grave problem in Bulgarian society.”

According to many, poverty and corruption cannot be separated.  Where there is high unemployment, people are not so concerned about corruption.  It is more important to be employed or start a business (which may involve engaging in corruption).  In one area of high unemployment where a lawyer was engaged on a pro bona basis to deal with cases of corruption, no one came forward to report any corruption pressure.  In another area which was doing better economically, the caseload was higher.  This suggests the usefulness of different anti-corruption strategies depending on the sociological status of the region: a need to adapt the tools to different environments. 

Some people claim that it is not possible to tackle corruption until poverty has been addressed.  Others see corruption as contributing to poverty and argue that that there need to be parallel tracks of reform.  There was little hope among Bulgarians that the poverty situation would improve, at least in the next 5-10 years.  One of the only ways of improving it was seen as lowering the barriers for entrepreneurs which corruption and state inefficiency make high.  Reforms of social sectors – particularly education and health -- have hit Bulgarians hard, and corruption in those sectors is perceived to have increased with reforms.  This raises larger questions about reform strategies focused on macroeconomic policy and the social costs that these may have.  It suggests the importance of understanding the dynamics of the reinforcing relationship between poverty and corruption.

Inefficiency.  A number of people noted that it can be hard to tell the difference between corruption and simple inefficiency or laziness on the part of officials and the system in general.  When, for instance, a permit is delayed, the assumption is that the official is corrupt and expecting a bribe when perhaps they, or the system they are working in, are just inefficient.  This is one of the major motivations for increasing the transparency and efficiency of the pubic system.  The reinforcing relationship is summarized graphically below.
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Top Loop: long term - Hoped for outcome - a response

to corruption is an increased level of legal reform

which over time increases the rule of law, which over

time will lower corruption until no more legal reform is

necessary. This is a balancing loop

Bottom  loop - short term - corruption leads to

increased legal reform which increases confusion

which actually increases potential for corruption

so prompting further legal reform and so on. This

is a reinforcing loop 

It was noted that inefficiency provides opportunities for corrupt individuals to exploit, and it protects them and their practices.  When faced with this inefficiency, people often see offering a bribe as the only way to move the process forward, thereby feeding corruption.  Much of the corruption functions in terms of manipulating delays – the bribe is offered to lower delays in the system.  Continued need for the bribe depends on the ability of people in the system to delay things.

The Relationship Between Corruption and Inefficiency – the Licensing Regime

One of the major areas where there is a reinforcing relationship between administrative procedures and corrupt practices is in the licensing regime.  In order to start up a business and to keep it running, so many licenses are required from so many different government departments at the local (and often central) level that these provide substantial barriers to entry into the formal economy for entrepreneurs.  They can be a major incentive for engaging in activities such as bribery, and for bypassing the formal economy altogether.  Not only is the existing legislation unwieldy, but there are many new regulations of which officials, let alone the public, may not be aware.  Municipal authorities take on additional supervisory functions which increase start-up costs and delays.  Moreover, authorities frequently fail to abide by legal requirements to provide services within a designated time frame.  Bureaucratic delays inadvertently encourage bribery as people try to speed up the process.  According to the Institute of Market Economics (IME), in this way the licensing, permission and registration procedures administered locally are municipal sources of corruption.

A lack of clear information about procedures is not strictly corruption, but it does present obstacles to conforming with the rules of the game.  Further, a lack of coordination between administrative departments means that copies of documents must be hand-carried by citizens from one department to another.  This means more, rather than less opportunity for corruption because there is increased face-to-face contact between those who would request a bribe and those who would give one.

There is evidence that lodging a complaint about corruption or delays only serves to delay the process of getting a service or license even further.  Indeed, one may never get the service or license.  According to the IME, “Every delay … encourages corrupt attitudes among entrepreneurs since every month they incur ever-growing costs yielding a zero-rate return…  According to polls, the supply of bribes exceeds their demands.”

Unreformed public administration - incentive structure promotes corruption and blocks reform.  Public administration in Bulgaria has not yet gone through a wide scale structural reform.  Salaries in public administration are low.  This provides additional incentives for corruption and acts as a powerful disincentive for the implementation of any anti-corruption programme.  Extra salary earned through petty corrupt actions augments the pay packets of civil servants, providing additional income necessary for them to meet the needs and expectations of their families.

There is no overall structure of performance appraisal in the civil service: the incentive to work well and efficiently is low, and there is no financial or promotional reward for doing a good job.  A performance appraisal system is currently being introduced in the Ministry of Finance where it will be possible to lose one’s job if performance is assessed unfavourably, and it will be possible to earn more money if a favourable appraisal is received.  Such reforms may be less likely in other departments where there is less resolve from senior management to address corruption.  In any case, reforms are thought likely to be impeded by the vested interests of bribe takers, and those who do not want their performance assessed, from department to department.

Traditional values and habits as obstacles to reform.  Many of those interviewed in Bulgaria noted that obstacles to reform stem from a desire to protect habits and values inherited from communism about the role of the state and how it can protect citizens.  As one person noted, some officials feel that it is still essential to “control” citizens, for example by requiring many permits, and that a lack of such control would result in national havoc.  There is a continued mindset that the citizen is there to serve the interests of the state, rather than the other way around. There is therefore a confluence of interests between those who are against change because they know that their job or their opportunities for corruption may be endangered, and those who are seeking to protect traditions.

All of those involved in working with officials at the local and central levels noted the need to help civil servants through the process of gradual reform and change, for example by producing guidelines for officials on new procedures, involving them in networks and providing them with ethics training. Some noted that the situation is improving over time as younger people go into public service and the older generation leaves.

Changing a tradition of non-transparency.  There is a tradition in the Bulgarian administration of not being transparent and not making information accessible to the public and media.  A pillar of the anti-corruption strategy for NGOs and journalists is improving access to information.  Once access is improved, anti-corruption efforts in general are expected to accelerate and their progress more easily tracked.

One NGO, the Access to Public Information Programme, has focused specifically on improving public access to information, in cooperation with other NGOs and donors. They have not seen or labelled their work explicitly as anti-corruption programming, partly because the reasons for lack of transparency go well beyond corruption:

· Attitude of the system towards information;

· Habit of government officials and the system as a whole to guard information;

· Lack of knowledge about new laws, what they mean, and how to implement them;

· Lack of coherence in law and procedures for officials;

· Lack of resources and systems for providing access to information.

Much anti-corruption work therefore takes the form of education directed at citizens, NGOs and journalists about their rights to access to information, and of public officials in their information access responsibilities to the public. 

For private citizens, access to information remains difficult.  NGOs are better placed to contest refusals from the state since they can use the services of other NGOs and their lawyers to provide legal advice.  This is a key example of a specialized NGO providing a service to other NGOs and enabling their work which the following diagram attempts to capture:
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Centralized Government and Corruption.  The state administration in Bulgaria remains highly centralized.  Local mayors have little control over raising revenues or over many public services.  There are plans to decentralize revenue collection and budgeting to municipalities.  This would require constitutional change, and government working groups have been struck to work on this issue.  However, various initiatives in this area have met with difficulty: the central government seems unwilling to cede the power that meaningful decentralization would involve.

How much would decentralization lower corruption?  There is a sense that because local officials are more accountable to their populations than distant central politicians, they will be able to get away with less.   There is a general feeling among donors and others that the lower levels of resources at the disposal of local officials will produce less corruption pressure: corruption is highest at the centre where resources are concentrated.  However, it is noted that decentralization would have to be done carefully and include safeguards against corruption by minimizing the discretionary power of officials and their contact with citizens.  There was widespread recognition among those interviewed for the case study of the need for Bulgarians to take more responsibility at the local level for participating in civic life and holding their officials accountable.

There seems to be a consensus that corruption at the level of the central government provides a permissive climate for corruption at the local level.  The link back from local corruption to central corruption was less clear, giving rise to some scepticism as to whether there would be a trickle up from anti-corruption efforts at the local level.

The donor and NGO programmes that focus on improving local governance include efforts to increase transparency, lower discretionary power of local officials, decrease contact between citizens and officials who are giving out permits, and increase the efficiency of service delivery.  Some who are involved with these programmes noted a potential danger: if the pace of progress at the local level outstrips the pace of decentralization too far, people could get disillusioned with changes and campaigns that are not resulting in enough positive changes in their lives.  Many services are still centrally-controlled but locally-dispensed.

The justice system and corruption.  One of the most frequently expressed sentiments during the field visit was the lack of concrete evidence for corruption and the low number of cases which reach the courts and are prosecuted.  This was cited by some from the government as evidence that perceptions of corruption are highly exaggerated.  However, it was noted by nearly everyone encountered during the case visit that the judicial system is subject to long delays and to corruption, and is not transparent -- particularly where corruption cases are concerned.  Some felt that this is the major bottleneck for anti-corruption efforts.  It is easier to be charged for libel for making an allegation of corruption than it is for that allegation to be treated fairly by the judicial system.

In 2001, reportedly only three people received light sentences for bribery.  This represents for people a climate of impunity and a lack of confidence in the judicial system as a branch of government able and willing to address corruption.  The worst punishment for customs officers or police officers who have been disciplined is to lose their job, and apparently people are often re-appointed after only a short period of suspension.

Problems in the judicial system are not limited to corruption cases, however.  Contract disputes have been dealt with ineffectively by the courts, leading businesses to avoid using the court system whose lengthy delays and unpredictable judgments do not inspire confidence.  This encourages the use of alternative forms outside the legal system to solve disputes, including further corruption.

The Prosecutor’s Office.  There was a consensus among the donors and NGOs interviewed for this case study of the need for reform of the act controlling the judiciary and the general prosecutor’s office.  The role of the prosecutor was outlined in the 1991 constitution.  The office of the prosecutor is centralized. The prosecutor’s office is independent and not accountable to the executive.  The Prosecutor General is appointed for seven years and after a probationary period of three years he or she cannot be removed from office.  The government therefore can only do reform around the edges but is unable to touch the General Prosecutor’s office itself.  As such, the powers of the Ministry of Justice are circumscribed: they administer the courts but do not manage the prosecutors or the law enforcement branches, and they have a place from which they can rail about corruption but little power to effect change.  According to some, the Prosecutor General -- who is potentially under investigation himself -- has started to go after senior officials in the Ministry of Justice on corruption charges.  There are worries that the authority of the Prosecutor’s office is vulnerable to abuse.  One suggestion for reform is subordination of the Prosecutor General to the executive.  Those in the Prosecutor General’s office see this as losing a vital level of independence for this branch of the judiciary.

As with administrative services, the problem with the judicial system is not only corruption but its low capacity and the needs for systemic reform, changed traditions and habits.  As more new laws are put in place, and as NGOs and citizens increase their ability to seek legal redress, the capacity of the legal system will be further stretched.  Vested interests in the judicial system can be expected to protect themselves.

Customs.  The customs service is perceived to be one of the most corrupt sectors of the Bulgarian government, (as corruption perception indexes frequently demonstrate), and where highest profits from corrupt activity can be made.  It is one of the largest potential revenue sources for the Bulgarian government.  Corruption can take many forms:

· individual customs officers at the border can hold up goods for a number of days unless a bribe is paid; 

· misidentifying goods so that lower duties have to be paid; 

· the need for exporters to pay a certain commission on e ton of a commodity that is being exported in order to obtain permission to ship goods;

· organized and systemic abuse of duty free zones. 

The Bulgarian government has awarded a contract to an external agency, the Crown Agents, to reform the customs service.  Reform is beginning throughout the customs directorate in 2002, and it is too early to evaluate the long-term impact or durability of this comprehensive reform programme.  The contract was itself a source of controversy and raises issues of how, in a corrupt climate, where actions by government and others are non-transparent, allegations of corruption can be levelled at donors and implementing agencies themselves.  Allegations may be more likely when a donor is attempting an activity which runs counter to vested interests.  

The Bulgarian economy and the informal / grey sector.  The market economy in Bulgaria is still struggling to function.  The informal sector appears to be the most dynamic.  Its share of economic activity is estimated at between 25 and 40 percent.

There are many examples of how corruption is distorting the economy:

· there is a lack of confidence in the sanctity of contracts.  Seeking redress from the courts on broken contracts leads to lengthy delays and verdicts are often bought;

· corrupt tender processes;

· lack of transparency;

· uncertain tax regime. Given this uncertainty and given that people do not see taxes being used efficiently and in ways that improve their lives, many people and businesses tend not to pay full taxes or pay bribes to evade them.

All of these factors are a deterrent to Bulgarian business and to foreign investors. For those foreign investors who do come in, there is a perception that those who are not prepared to use corrupt practices will not get lucrative government contracts.  There is a similar perception that they will find it hard to build up market share using honest means if competitors are using various forms of high and low level corruption. Sectors which are particularly notorious for corruption include telecommunications, utilities and major export commodities such as wheat, where rent-seeking opportunities are large.  It was noted that foreign businesses who come to Bulgaria find it difficult to avoid becoming part of the corrupt system when competitors use corruption to their business advantage. 

Given the many inefficiencies of the formal market, it is often quite simply bypassed. The costs of entering and staying in the formal economy are often regarded as too high for businesses.  The informal sector allows people to do business more efficiently.  On some level the market is functioning: corruption works.

Relationship between corruption and organized crime.  According to many who were interviewed there is an effective synergy between organised crime and corruption.  The boundaries between the two can be hard to draw, for example in the customs area.  There are perceptions that those who have profited from illegal activities are now moving into more legitimate business.  The line between legitimate and illegitimate business activity get increasingly blurred.  Organized crime, like corruption, is believed to be intense at both the high and low level and has many modalities.  Stories circulate about Members of Parliament being “bought” by various criminal syndicates, just as they have bought parts of the media, sports teams and big businesses.  The belief is that criminal organizations buy off officials to get contracts.  At a lower level, businesses reportedly need to offer bribes to the administration in order to get the necessary permits and, in addition, will be coerced by local organized crime groups on which suppliers they have to use.
The media.  During the transition period the media has come to be owned by many of those involved in corrupt / illegal practices.  The media is highly politicized through ownership and editors. The reporting environment for corruption issues is severely constrained.  Even where journalistic attacks on corrupt figures are well founded their legitimacy is undermined by perceptions that they are politically motivated: they can then be readily discredited.  Often, allegations cannot be substantiated.  This is a function of lack of journalistic capacity, on one hand, and a lack of transparency around government information, on the other.   The media is frequently used for smear campaigns against political opponents, which often centre on allegations of corruption.  As such, the credibility of such charges can be low.  The reporting environment is characterized by the following:

· lack of autonomy. Journalists have little control over their own work – editors and owners have most power over what stories to cover;  

· low capacity / experience. Reporting standards are not always high.  There is a lack of experience amongst journalists old and new.  Stories may well contain unsubstantiated allegations. Reports of corruption may be sporadic: stories are not always followed up or completely reported.  Many people spoken to mentioned how a corruption scandal will appear in a paper for a couple of days, but then disappear;

· low salaries.  Journalists are poorly paid.  The incentive to do time-consuming investigative journalism for uncertain results is low.   Low salaries mean that some journalists can be bought: it is possible for individuals to pay journalists to write particular stories, or put particular slants on their reporting;

· low access to information and a constraining legal framework.  It is easy to be charged for libel for making corruption allegations.   Journalists or their newspapers can receive large fines for making allegations of corruption.  Further, under access to information laws, only editors can apply to the government for release of certain kinds of information;

· uncertain and changing regulatory environment for the media sector;

· government is inexperienced in dealing transparently and non-defensively with the press.  Over time this situation has begun to improve, but problems persist.

A number of donor organizations work towards improving journalistic capacity and the legal environment of the media in different ways, including support for media coalitions, training, and networking with NGOs.  This work may not always be labelled as anti-corruption activity, but is thought to have potential for impacts on corruption.  The major challenges are to lower corrupt practices in the media and to improve coverage of corruption: these are thought to be linked.  There is an opinion that piecemeal trainings for investigative journalists have some impact, but this is limited by the overall context that the journalists have to work in.  A few investigative journalists in Bulgaria look at corruption issues, often in collaboration with NGOs.

Growing NGO sector.  The level of confidence in NGOs among the population is low.  One survey carried out by UNDP found that NGOs are the least desired mediator for the transmittal of citizen’s opinions to government, and that the least frequently reported and least desired citizen practice is participation in NGO projects. (Bulgaria National Human Development Report, 2001)

These survey results raise questions.  Can NGOs play a bridging role between citizen and government, or are they a sector all to themselves which may actually obfuscate the direct participation of citizens in government and lower transparency for individual citizens?  One of the aims of the NGO sector is to be a mediator between government and citizens, but the NGOs may inadvertently be reinforcing the bias of the Bulgarian government to see participation occur between institutions, rather than direct participation by citizens.

During the transition period NGOs have mushroomed.  There was a widespread sentiment among those interviewed that many NGOs exist only on paper and are established to raise funds for a couple of projects.  The number of NGOs in 2001 was estimated at more than 1,200.  The Bulgarian Statistics office BULSTAT indicates that there are about 9,000 registered NGOs. 

According to the 2001 National Human Development Report, “The NGO sector is growing not only because of the availability of a solvent low risk market as represented by donors, but because of the growing unemployment among intellectuals.  From its origin this market is an export of services.  Therefore, the NGO sector has not emerged in a natural way, as a response to internal citizen needs; it complies with an external demand, articulated in donors’ aspirations to stimulate civic society in Bulgaria.”  The report notes that, ”Because of their mediating and institutionalized nature, NGOs become vulnerable to the same weaknesses as the state to which they intend to be an alternative – bureaucratization, alienation from authentic citizen forms of participation and needs, isolation of activities within professional circles.” 

In an environment where there are substantial resources to be taken advantage of, the developing NGO sector itself reflects the dynamics of the corrupt environment.  Many spurious foundations were formed to take advantage of tax-free status for NGOs, allowing them to import goods such as petrol tax-free and to make vast profits.  Such organisations became a funnel for reallocating donations for private gain.  Some observers noted that many NGOs are established by former politicians or the wives of serving politicians.  Such NGOs are often highly politicized, and are able to “blackmail” or pressure businesses into assisting them.

On the positive side of the ledger, a number of competent and active NGOs have been emerging, assuming corrective roles in relation to the government and beginning to build trust with citizens and grass-roots organizations.   NGOs suffer from the low credibility of the sector in general, but the sector is gradually becoming more professionalized and the regulatory environment improving.  Some NGOs are looking to become more self-financing and independent of donors, for example by charging for their services.  A number of NGOs were invited to participate with the government in drafting Bulgaria’s National Anti-corruption Strategy.

Current Government.  Although it is generally accepted that the present administration has good intentions, there is some doubt as to whether it has the political strength to see anti-corruption efforts through.  There is some loss of faith in the government’s ability to deliver on promises, not only in the area of anti-corruption but on pensions and services.  Tough legislation meant to enable the seizure of assets from corrupt privatization activity in 1993 has been watered down considerably, and there is a likelihood that the final version of the legislation will be so weak as to have little effect.
External factors.

Regional instability and donor-driven dynamics – in particular the accession requirements of the EU and NATO and the conduct of the international financial institutions – form other important elements of the programming environment for anti-corruption work.

Regional Instability.  The embargo on the Former Yugoslavia provided lucrative incentives for trafficking.  Money was earned by some Bulgarians by evading the embargo (smuggling petrol, for example).   Some people noted during interviews that a “trafficking class” emerged that found opportunities during the Kosovo conflict and, later, during the problems in Macedonia in 2000.  Many commodities are involved including drugs, humans and cars.  The networks that evolve have a high propensity for growth and sustainability.  The public-private partnerships formed during these activities are durable.  Since such corrupt activities are thriving in the region as a whole, it is difficult for Bulgaria to attempt to tackle them in isolation.  The decision to impose sanctions on the former Yugoslavia had strong repercussions in Bulgaria, and seems likely to have helped corrupt systems to become more entrenched.

Donor Environment Contributing to or Acting Against Corruption?  It is unclear whether donors anticipated how long the transformation process from a centrally planned socialist economy would take.  Donors initially expected a five or six year time-frame.  Most donors note that although assistance has generally not directly encouraged corruption, some assistance has not been as effective as it could have been, (sending an implicit message about the use of scarce resources).  

A donor focus on corruption in Bulgaria is relatively new, both as a concern within programming and as an explicit focus of programming.  World Bank representatives noted that the Bank has only recently begun to focus on combating corruption in its support and conditionality for assistance to Bulgaria, even though the Bank has been present in the country for the last decade.  They observed that opportunities have been missed for exercising more of such leverage,  since anti-corruption is not currently one of the lenses that the Bank uses to cut across its work.  They felt that it would be useful for the Bank to consider the corruption impact and anti-corruption provisions in all areas and modalities with which it works.

The Accession Framework.  Current political priorities in Bulgaria include accession to NATO (which it is hoped will happen in October 2002), and accession to the EU, anticipated by 2007.  Both of these processes are examples of external incentive frameworks that could have a big impact on anti-corruption efforts.  The NATO accession framework contains little with an emphasis on levels of corruption and it was not found to be a particularly useful tool in putting pressure on the government to tackle corruption.

EU accession is a more convoluted process than NATO accession, requiring substantial legislative change to bring Bulgaria in line with EU standards.  There are thirty chapters of legislation needing such attention.  The EC publishes a regular accession report charting Bulgaria’s progress.  Corruption has been highlighted as one of the major obstacles to accession, along with the treatment of minorities, particularly the Roma.

There is a perception that in order to get anything difficult or controversial through parliament, reforms must be linked to accession requirements.  The promise of delivering NATO and EU membership wins elections. While accession could be an effective carrot, and a foil for action on such controversial issues as corruption, it means that there is limited Bulgarian ownership of the need for and implementation of such reforms.  They are not seen so necessary for Bulgaria itself, but for outside requirements.  The level of EC assistance to Bulgaria, as part of the accession framework, is so large that there is a perception of high corruption pressure on it.  

There was a consensus amongst those interviewed that the accession agreement is   focused on ‘ticking boxes’ – that is, going through the motions of passing legislation without then implementing reforms in a meaningful way.  Bulgaria has proven in the last few years that it is successful at passing the right kind of legislation, but less successful at implementation. There have been some efforts to adapt the accession criteria to be more oriented toward quality and performance, but the procedures remain cumbersome and bureaucratic.  How could accession criteria and process be adapted to encourage effective implementation and real change?  What lessons can be learned for Bulgaria from other accession countries?

Donor coordination.  Donors have been coordinating between themselves in a piecemeal – rather than an institutionalized -- fashion.  This has been largely dependent on individual personalities and projects, and there are good examples of coordination and cooperation.  Donors find that the government has not up to now been able to take a lead in donor coordination: although the present administration shows more signs of promise, this is understood as a function of the government’s lack of capacity and know-how for dealing with donors, and the need to start from scratch with each change of administration.   There are low levels of coordination and information sharing within and between ministries. A typical experience is for a ministry to solicit different donors with the same proposal.  It is not clear whether or how a lack of coordination within government is a product of, and how much it contributes to, the corrupt environment.

The government is looking at setting up thematic groups for coordination, but it is not yet clear how these will function, and how they will interface with the Anti-corruption Commission and Secretariat.  Four thematic groups were proposed with government and donor co-chairs, but terms of reference are not yet agreed upon.  UNDP is to co-chair the anti-corruption group, provided that the initiative proceeds as planned. Their function will be to assist in priority setting and to support policy development.  More information on the UNDP role in donor coordination on anti-corruption appears below.

“Consultancy Mafia”:  There is a perception among some stakeholders in Bulgaria that a significant proportion of donor resources, particularly those of the EC, go towards paying for outside consultants.  The implication is not that the consultants are corrupt, but that the use of funds in this way colors perceptions of assistance and the integrity of the international effort.  This view of technical assistance is perhaps not surprising, considering that Bulgarians tend to suspect that anyone senior in Bulgarian public office is there to exploit it financially.  However, the perception suggests a need for donors to consider how they structure their own assistance so they are seen to be modeling responsible control over resources.  On the other hand, some observers speculated that part of the resistance toward outside experts may emerge from the greater difficulties of hiding corruption from outsiders.
Corruption in Donor Funds.  The subject of corruption in the donor community in Bulgaria was raised repeatedly in interviews.  Concrete reference was made to an instance of corruption involving a project of the European Community -- which was dealt with by the authorities -- and to the larger corruption scandals, well beyond Bulgaria, that have coloured the EC’s reputation in the minds of many.  Five factors were noted as prone to increasing the likelihood that donor funds would fuel corruption:

· large volume of resources being disbursed;

· cumbersome donor procedures;

· pressures (from donor headquarters) to disburse funds quickly or according to an arbitrary timeline which does not take local realities into account;

· Bulgaria’s relatively low absorptive capacity for assistance;

· lack of capacity within the Bulgarian government to ensure that the expenditures of those donor funds over which it exercises partial or full control remain on the straight and narrow.

In addition, donor transparency in decision-making emerged as an issue.  In particular, the decision of USAID to award a large grant of US$3.5 million to the NGO Coalition 2000 was thought by some of those interviewed for the case study to have been taken in a non-transparent manner.  Even if donor decisions are entirely sound, upright and rational, opaque decisions – or perceived secrecy in decision-making – can lead to speculation and, at a greater extreme, suspicion.

Anti-corruption and civil society via the NGO sector.  Needs among donor agencies for effective implementing partners have led to the development of a number of NGOs, only a few of which receive the lion’s share of donor funding.  Their role as implementing agencies -- rather than citizens’ groups -- means that NGOs generally do not fulfill the function of increasing citizen participation in government.  One NGO working in the anti-corruption sector noted that it would be better for smaller amounts of assistance to be given to more partners, as this would encourage healthy competition and development of the sector and of civil society in general. 

The tendency for promising nascent NGOs to become implementing partners of international agencies is beginning to extend to NGOs with an anti-corruption focus, coincident with a greater donor focus on the anti-corruption theme.  Some perceive NGOs being developed to take advantage of donor funds, while being less concerned with actually doing effective anti-corruption work.  The result is that such NGOs can become expert at what donors consider effective anti-corruption work in theory, rather than what is effective in practice.  Whether this is so is difficult to assess, a function of the larger difficulty measuring the impact of anti-corruption work.  Over time, a number of these NGOs are looking to become self-financing and less reliant on donors by offering their services as consultants.  Some of them will probably develop as think tanks, others with more of a grassroots focus.   The sector itself is changing quickly.

3.  Anti-corruption Programming
The National Anti-corruption Strategy.

Timetable

October 2001 
National Anti-corruption Strategy passed by council of Ministers

February 2002 
Anti-corruption Commission and Secretariat established

Meeting with donors to present Strategy and Action Plan

Feb-March 2002
UNDP organized Stakeholder working group with government to develop the Action Plan further

September 2002 
Report out by Commission on their activities – in time for the next EU accession report

October 2002 
Conference planned & financed by World Bank to develop work plans for the Anti-corruption Commission and Secretariat.

The previous government passed a number of anti-corruption measures.  The present government, which was elected on an anti-corruption platform, approved a National Anti-corruption Strategy in October 2001.  As summarized above, the timetable of the strategy and its implementation has been short.  It is hard to judge what the impact has been at this early stage.  An Inter-ministerial Anti-corruption Commission has been established, headed formerly by the Minister of Public Administration and currently by the Minister of Justice.  The Commission was assembled to implement the National Anti-corruption Strategy, and has developed an ambitious Action Plan for the Strategy for 2002 and 2003.

The strategy covers the following areas:

1. Creating a common and legal environment for curbing corruption

Guaranteeing transparency in the work of the public administration

Improvement of the financial and fiscal control

Anti-corruption reform in the Customs Agency

Anti-corruption measures in the Ministry of the Interior

Combating corruption at the local government level

Anti-corruption measures in the financing of political parties

2. Anti-corruption measures in the judiciary and criminal legislation


Legislative changes


Reorganizing the operation of the judicial system

3. Curbing corruption in the economy


Transparency and accountability in the privatization process


Liberalizing the conditions for private business development

4. Anti-corruption cooperation between government institutions, NGOs, media.

Each area has an assigned responsible ministry or ministries and a deadline for producing results.  The Action Plan goes into more detail and mentions donors who are involved in certain stages of the plan, but leaves out two sections that were in the strategy: combating corruption at the local government level, and financing of political parties.

Perceived Progress.   The roles and responsibilities of the Commission have yet to be fully clarified, and until they are, it is effectively impossible to assess its performance.  Is the Commission an information clearinghouse, or is it to play the role of conduit between National Audit Office and the ministries on corruption problems? Will it have its own investigative role, looking into allegations of corruption and setting up ethics committees that can yield more rapid results than other investigative bodies? 

The Commission has recently prepared a report to meet its pre-accession update requirements with the European Commission.  Although it was not yet available to the time of this writing, the report outlines the achievements of the Commission.   The Secretariat noted that it has not yet had time to look into corruption in the health and education sector, which is an important concern.

Many of those interviewed for the case study (at the close of the summer, when work slows considerably in Bulgaria) were unsure of what the Commission had been doing, whether they had met, whether the Secretariat of the Commission was functioning, and whether any progress had been made on the implementation of the strategy.   There was confusion as to the role and remit of the Commission and whether it would have any real authority.  There was some scepticism about whether it would be able to carry outs its tasks and concern about the danger that anti-corruption work could be ghettoized as the sole responsibility of the Commission.   The strategy itself is viewed as quite comprehensive but there is concern about whether it can be implemented, particularly given the power of vested interests.  It was noted that many of the central and eastern European countries have similar national strategies, but signs that they have had an impact are few: it is easier to have a strategy than to implement it.

The Secretary of the Commission noted that in the first 6 months of operation, they have experienced a shortage of administrative capacity and organization and a lack of clarity regarding the functions of various elements of government.  The Commission is recommending a system of bodies that would be involved in explicit anti-corruption activity inside ministries and other government agencies, as well as regional governments.   The Anti-corruption Commission will be seeking closer participation with NGOs and civil society, recognizing the need to go beyond their own structures.

A number of additional questions were raised during the case study visit about the viability of the Commission:

· Constraints on the Ministry of Justice and its ability to head the commission: Although the Minister of Justice is widely seen as competent, he is overburdened.  The Ministry of Justice is beset with many problems and is perceived as notoriously corrupt;

· Capacity for Implementation: There is an action plan but no specific budget for it, and neither the Secretariat nor the commission has fully assigned staff.  It is unlikely that the Ministry of Finance will provide funds for the functioning of the commission.  People on the commission and the Secretariat have other jobs;

· Confusion around its role with regard to other bodies: It is not clear how the Commission is received by – or its work coordinated with -- the Council of Ministers.  Similarly, there is a lack of clarity about how the Commission’s work will be coordinated with the nascent Parliamentary Anti-Corruption Commission, and with donor – government thematic coordination groups;

· Is it just adding another layer of bureaucracy?

· Risk of politicization: should the Commission focus only on the present, or should it consider the past?  How vulnerable is to capture by corrupted and / or political interests?  Is there a danger that the commission itself will not function openly and democratically in its work?

· Does each body within the government need a new structure to monitor and deal with corruption, or can traditional structures be used?  This is a reflection of the debate that donors, NGOs and the government are facing in how to deal with anti-corruption initiatives.

Support to the Anti-corruption Commission.   The Commission is supported by UNDP and the World Bank.  The World Bank earmarks its assistance through its Programme Adjustment Loan.  In October, 2002 the Bank is underwriting a training and strategy session for the Commission, Secretariat and other counterparts such as ministry officials, the Media, donors, embassies and NGOs, focusing on the experience of the Commission to date and lessons learned from elsewhere.

Continued technical assistance from the World Bank to the Commission will depend on satisfactory implementation of the anti-corruption strategy and action plan, which will be measured by improvements in the Transparency International Corruption Perception Index and the Coalition 2000 corruption indicators.  For now, the World Bank’s strategy is to use these “first generation”, indicators which can be easily be digested, and then to look towards using more sophisticated “second generation” indicators, including measures of good governance.

NGO Anti-corruption Strategies.  NGOs have become more involved in explicitly anti-corruption work in the last few years.  The reasons for this include:

· Before 1997-1998, corruption was a taboo word and did not appear in the press nor in public debate.  Its existence was a kind of ‘official secret’ during the worst years of economic and social development;

· Before this time people were afraid to talk about corruption and were afraid to say anything against the authorities, but then the government began to speak about it;

· Donors and external agencies began getting involved, making more of a priority of anti-corruption work.  As a result, both the funding and the political climate became more conducive to NGO involvement.   Preparations for establishing a Transparency International chapter began to gel in 1998;  

· People felt increasingly disappointed by the level of corruption, the failure of the former communist government to address it, and the ensuing economic crisis in 1996-1997;

· Ripple Effect – NGO activity in anti-corruption grows as people see successful examples.  Larger NGOs become involved in giving small grants to local NGOs and municipalities;

· NGO sector becoming more sophisticated in its lobbying, public awareness work and networking;

· Anti-corruption work is increasingly a priority sector for donors internationally.

Donors are beginning to get involved in giving explicit assistance to anti-corruption programmes.  For its part, USAID has provided large sums to civil society and government for anti-corruption assistance, and the amount is increasing.  In 2002, USAID has allocated approximately US$ seven million to anti-corruption programmes in Bulgaria, half of which will go to the NGO group “Coalition 2000” and the remainder to other programmes and a foreign consulting firm.  

Measuring Perceptions of Corruption.  Measuring perceptions of corruption in Bulgaria is a kind of mini-industry of its own.  This emphasis on measuring perceptions has partly come about because of the paucity of other information on levels of actual corruption.   Attempts are made to measure perceptions of corruption and how these change over time, and to use these as a proxy for how the actual corruption situation is changing.  Funding for this work has been available from USAID.

There are a number of organizations involved in measuring perceptions of corruption in Bulgaria, including Transparency International and Coalition 2000.  The Transparency International Corruption Perceptions Index, which is internationally recognized, has been used in Bulgaria since 1998:

Year

1998
1999
2000
2001
2002

Score

2.9
3.3
3.5
3.9
4.0

Ranking 
66
63
52
49
45 

Score: relates to perceptions of the degree of corruption as seen by business people and risk analysts and ranges between 10 (highly clean) and 0 (highly corrupt.)  Ranking: compared to other countries – 102 are now in the index.  The tool is built up from both internal and external expertise with a number of surveys done each year, and respondents include both Bulgarians and foreigners.  According to Transparency International, the formulation of the index has become more professional over the years.

Transparency international conducts a number of other surveys to measure public perceptions.  The Corruption Perceptions Index is only one small part of their work in Bulgaria, the bulk of which is oriented towards concrete interventions to change the administrative and legal framework, and to raise awareness of how corruption can be addressed. 

For its part, Coalition 2000 uses a number of survey tools (their corruption monitoring system) to do regular corruption perception monitoring every few months, including attitudes towards corruption. This is an important part of their annual corruption assessment for Bulgaria, which is highly acclaimed by donors and others, and which Coalition 2000 has been publishing for three years.  Coalition 2000 is beginning to expand these tools regionally and to provide regional comparative data on their indices.  A Regional Corruption Monitoring System is being introduced in South East Europe.

How Useful Are Perceptions Indices?  There is a lively debate in Bulgaria about how useful and cost-effective such indices are.  An attempt is made to summarize the discussion below:

Pros:

· The indices can provide a simple tool for judging progress by government, particularly in the absence of other information. The Transparency International Index is internationally recognized.  Indices are taken notice of by government, donors and foreign investors and can therefore be an incentive for change;

· Provision of timely and regular information to donors;

· Improvement in the indices can be used as part of conditionality for continued assistance.  For example, the World Bank is making the continuation of its assistance to the national anti-corruption strategy contingent on improvement in Bulgaria’s position on international indices;

· The indices can be used to raise public awareness and to ensure that public perceptions are part of policy debate on corruption;

· If linked with concrete actions to tackle the sources of corruption, they can be a valuable advocacy tool -- particularly in the face of a continued lack of transparency around corruption issues;

· Their use can engender development of skills that can be used regionally.  A number of Bulgarian NGOs are beginning to work more regionally providing training, capacity building and networking.

Cons:

The challenges mentioned here are derived from issues raised during interviews for the case study.  They are centered on the gap between perceptions and reality and the use of a proxy source of information, but more profoundly on how the corruption indices may actually have an impact on the level of corruption itself:

· Some people seek to discredit perception indices by suggesting that the evidence used to compile them is insufficient and an inadequate reflection of reality.  Others claim that such indices are, in effect, a self-perpetuating project, since their relevance depends on being able to compare perceptions over time, i.e., from year to year;

· There can be delays in perception changes that can be both a result of reporting delays (between when surveys are done and results published), but there is also a question of how quickly public perceptions change in response to changes in reality.  There is a worry that reality may actually catch up with perceptions (rather than the other way round), so that the perceptions become a self-fulfilling prophecy;

· There is a fear that the tool of measuring perceptions of corruption can actually feed corruption: if the perception of corruption is high (and reported as such), then any delay encountered by the public when seeking a service from the government will be perceived as a result of corruption, thus making an offer of a bribe more likely;

· The perception indices can divert attention and funds away from tackling the systemic causes of corruption.  Attention is focused on the perceptions rather than identifying and dealing with the causes of corruption through specific changes and their follow-up.

Awareness Raising.  Many of the NGOs have been involved in different kinds of awareness raising campaigns aimed at the public and officials.  This work gets mixed reviews.  One NGO noted that awareness campaigns have been well received by people all over the country and that such campaigns help them overcome their fear of speaking freely.  They are also being given instruments and tools to react positively against corruption in their daily lives.  People are being educated about their rights.  Others were unclear as to the impact of general trainings and felt they might, on balance, have negative effects such as fuelling public resignation.  Some interviewees questioned whether valuable resources could be targeted more effectively elsewhere in more concrete anti-corruption programming.

It was noted that if the awareness campaigns are judged by their tangible effects on corruption, it would be hard to demonstrate an impact.   Coalition 2000, one of the groups involved in raising awareness, does not feel that there is a contradiction between the positive impact of their campaign and the fact that people say corruption is there.  They argue that the tools allow for the measurement of anti-corruption perceptions / attitudes and it has been possible to demonstrate increasing intolerance for corruption.  The growing public and media intolerance has been seen to have an effect on the political scene, and on the anti-corruption measures that the government is taking.

NGOs as researchers and information providers. The Institute of Market Economics (IME) and some other NGOs have been monitoring the systemic sources of corruption, how these are embedded in legislation, legislative procedures and administration, and working on how to eliminate these systemic sources.  IME’s conviction is that successful elimination of systemic sources of corruption and elimination of temptations to the bureaucracy are necessary conditions for the eradication of corruption.  Their methodology is to find the sources of corruption by looking at the gap between the de jure reality and the de facto reality, then working on legislation and practice to close this gap.

NGOs and Legal Reform.  With support from international donors, NGOs are becoming more adept at lobbying, working with government and being called in as experts.  For its part, over time the government is getting more used to working with NGOs.  USAID has financed extensive work on an ombudsman law through the NGO Coalition 2000 and, as mentioned earlier, NGOs were enlisted to assist with drafting of the National Anti-corruption Strategy.  NGOs noted that the major challenge after getting a law passed is ensuring its implementation.  NGOs are becoming more skilled in their management of relations with government counterparts, for example by inviting government officials to participate as members of working groups in their capacity as individuals.  In other instances, NGOs perform a monitoring function.

NGOs as monitors.  Transparency International has been engaged in monitoring of privatization. In 1998 a new law was passed on public procurement where civil society was to have more control and oversight over the process.  TI got involved in a prevention role in municipality public procurement in three towns, choosing not to focus on the economic / crime sphere or on specific cases, but on systems where corruption could flourish.  Although the law provided instruments for dealing with corruption, administrators themselves were not familiar with the laws and how to implement them.  They also had difficulty evaluating businesses wishing to participate in public procurement processes.  Each procurement deal involved a lot of resources -- and therefore a high level of corruption pressure on the administration.  TI’s involvement helped administrators make sound decisions based on the merit of what businesses had to offer, and also helped to shed greater light on the process.

Another Transparency International preventive monitoring effort involved watching over some major privatizations.  TI had the agreement of the Prime Minister allowing it to be present at every stage of the privatization process.  However, the NGO’s presence evidently was used as an imprimatur or endorsement on the process, even though in one case there was a lack of transparency in government actions sufficient to lead TI to withdraw as monitor.

Citizens’ Service Centres.  Following the logic that the way to curb corruption is to lower the opportunities for it by minimizing direct contacts between citizens and those giving out services or approval, one solution that is being tried is the setting up of ‘one stop shops’, known as ‘citizens services centres’, at the local level.  The project is being implemented by the Foundation for Local Government Reform, an implementing partner of USAID amongst others.  At these facilities, people can attend a single municipal office to obtain information about fees, delivery times, and procedures.   The approach has been piloted in a number of municipalities and is being expanded.  The scope of the approach is limited because only some government services are offered by municipalities.   Some resistance has been encountered from middle management and it appears that the success of these centres depends on the personalities and willingness of mayors and senior administrators.

Use of computerized systems in the fight against corruption.  The Bulgarian government and a number of donors and NGOs are supporting a move towards computerization of the government.  The theory is that computerized interaction between the public and their government, and within the government itself, would make government dealings more transparent, and transactions could be easily tracked (e.g. in Customs to follow goods; in local government to verify the status of permit applications).  The hope is that computerization addresses both inefficiency and corruption. 

A number of cautions were voiced about the impetus towards “e-governance”:

· Few Bulgarians search the web and have access to internet;

· Computers are not so common for small businesses;

· Computers are still used by many as a typewriter substitute rather than a tool for accessing and managing information;

· Public access to information, even computerized information, is far from perfect;

There need to be changes in the management and administration systems in order for computerization to be effective.  Computerization cannot substitute for proper and effective management and administrative systems.

4.  UNDP Bulgaria

According to the Resident Representative, UNDP is looking for high leverage, low cost anti-corruption interventions.  UNDP does not have large-scale resources and it not clear if its activities in Bulgaria will continue after EU accession.  Its strategy is to look for niches where it can have a high leverage impact such as in an area of the administration reform and in its coordination role.  UNDP has the advantage of being more flexible than some of the other major donors to the government.  Eighty to eighty-five percent of UNDP funding comes from the central budget of Bulgaria.  The government is using UNDP as executor of projects which it is now financing largely itself, such as the beautiful Bulgaria Project.  All of UNDP’s projects in Bulgaria are implemented through the modality of national execution with government at the regional or central level.  In a climate of scarce resources, UNDP is looking to various extra-budgetary funding sources, such as Trust Funds, for extra anti-corruption work.

UNDP’s Direct Anti-corruption work.  UNDP became involved in direct anti-corruption work in 2001.  Before this, UNDP thought it would continue to work at the local level where it had established credibility and long -standing relationships, and focus its anti-corruption work there.  However, it was pulled into involvements at a higher level, in supportive roles.  It is now following a parallel strategy.

UNDP funded an evaluation mission on anti-corruption initiatives in Bulgaria in late 2001.  The goal was to help the government put anti-corruption into a wider systemic and strategic context.  The evaluation emphasized that anti-corruption work has to have -- at its core -- engagement of citizens in a partnership with government as part of redefining the relationship between the citizen and the state.  This situated anti-corruption work firmly within the ongoing hoped-for transformation of governance in Bulgaria, meaning it fits in well with a number of programmes in which UNDP is already engaged.

UNDP as coordinator.  There have been recent attempts to revive donor coordination in Bulgaria.  UNDP’s role as coordinator of anti-corruption efforts has been shaped by demand, opportunity and capacity.  UNDP has had limited success at encouraging and supporting the government to take the lead itself to coordinate donors.   In February, 2002, UNDP helped the government to organize a meeting of government and donors at which the government presented the anti-corruption strategy and Action Plan.  UNDP noticed that the plan left out certain key areas outlined in the strategy, in particular anti-corruption efforts at a local level and political party financing.  In response to this, and in order to help make the Action Plan implementable through specific tasks and projects, UNDP proposed and organized a stakeholder working group to further develop the plan. 

The stakeholder working group met beginning in March 2002 over a six-week period.  Members were drawn from government, civil society and the media. Under the chairmanship of the Minister of Justice, members of the group were split into four working groups:

· Public administration;

· Judiciary;

· Finance and Economics;

· Partnership between government and civil society.

A short document was developed containing proposals and a table of main donor activities in the anti-corruption area (which had not been put together before).  The document also suggested additions to the Action Plan to make it more implementable. 

The proposals were intended to be presented to the Council of Ministers, but this was not done.  In this stakeholder process, according to UNDP, civil society and NGOs were active but there was minimum participation from the government.  UNDP noted that they had to balance the need to act swiftly when the time was ripe for these kind of discussions, with the need to hand more of the process over to the government.  The latter meant that it would have taken longer, and the window of opportunity would have been lost.  UNDP sees the working group as having come at a pivotal moment to help clarify the Anti-corruption Strategy.

A number of other members of the stakeholder group also observed that the level of government ownership was unclear because government participation in the working group had been low.  They were not sure where the process was going and what the impact would be.  They noted that the process seemed to be driven by UNDP rather than the government, with UNDP organizing the meetings and originating correspondence on the working group.  . It was speculated that perhaps the group had come too early in the government’s mandate, before they were able to really engage in the process.  NGOs who participated greatly appreciated, and took seriously, the opportunity to be included in such a process, and hoped that it would show results for the work and time they had invested.

It is not clear what, if any, follow up there will be from this stakeholder working group, and what will happen to the proposals which it developed.  This reflects the difficulty of measuring the impact of such interventions.  There is also some confusion around the functioning of the Anti-corruption Commission and Secretariat – whether and how these fit in with the work of the stakeholder working group.

One of the constraints on the success of the stakeholder working group is the general lack of clarity about what mechanisms for donor coordination will be working.  Four thematic groups have been proposed for government-donor coordination, and UNDP has been proposed (and supported by other donors) to be co-chair of the anti-corruption thematic working group.  Terms of Reference are still under discussion for these groups, and the process of setting them up has being going on for the last 6 months.  It is still not clear if and how they will work with the Anti-corruption Commission, or which department in government will have the responsibility for coordination.

From country to country UNDP, in its role as Resident Coordinator, has a theoretical mandate for coordination.  The project work of UNDP in Bulgaria is respected by other donors.  However, in interviews, it was unclear if these donors felt a particular need for greater coordination in general or a greater coordinating role for UNDP in particular.  While acknowledging the weaknesses of coordination they did not appear overly concerned about it.  It is not clear if UNDP has the authority or influence which derives from the weight of funding a donor brings to bear, or if there is sufficient interest from other donors to support a UNDP effort to improve coordination.  The EU accession framework could imply that the EC be given a lead role, but they have not assumed such a role.   For its part, the IMF is not normally part of coordination mechanisms, even though its decisions have a major impact on the Bulgarian context, particularly in regards to corruption.

The coordination mantle is accepted as taken up by none of the donors.  This is a shame on a systemic crosscutting issue such as anti-corruption where there is potential for greater leverage if there is a coordinated effort. The issue needs to be tackled on so many different fronts and uncoordinated action could actually exacerbate the corruption potential of the administration.  It is important considering the need to manage the gap between expectations and reality within the public. Another area where donor coordination would seem to be essential is in support to civil society. Donors do seem to be agreed on the need to tackle small pieces of the corruption issue, without waiting for wide-scale reform and a number have decided to target the municipal level.  They also seem to be agreed on the need for specific, well targeted projects.

UNDP as Fundraiser and Project Executor.  Over the last two years, UNDP has been developing its role as fundraiser and project executor in direct anti-corruption work, with the following projects:

· Review of Ministry of Justice Systems. UNDP helped the government to apply for PHARE assistance of 800,000 Euros from the EC.  They initiated the project in July 2001 with a review of Ministry of Justice. They are now working on support to the specialized administration courts.  This project is a partnership between UNDP and the Ministry of Justice, the Supreme Administrative Court and the UK’s Department for International Development (DFID);

· In 2002, UNDP helped the Council of Ministers to prepare another application for PHARE assistance on the drafting of the lobbying and conflict of interest laws.  UNDP will help with public hearings and facilitating the adoption of the law, and with organizing citizen participation in decision making.  The application to PHARE has now been approved, and the project will be implemented by UNDP;

· Helping government to involve citizens in the fight against corruption.  It is proposed that UNDP will help the government to develop a communication strategy for anti-corruption and with monitoring and impact assessment of the anti-corruption action plan.

It is too early to assess the impact of these projects, all of which are in the preparatory or start-up phase.

UNDP’s indirect and ongoing anti-corruption work.  UNDP noted that it has not had to adapt normal working procedures to a great extent to work effectively in the corrupt context of Bulgaria.  However, it has had to place extra emphasis upon management systems that achieve high transparency and accountability.  Here, what is critical is how UNDP is implementing rather than what it is implementing.

One area of this indirect anti-corruption work is strategies to combat corruption pressure in those projects, (which includes most of UNDP’s work), which contain a lot of procurement and therefore a high potential for corruption. UNDP’s strategy, especially at the start of projects, has been to put in place personnel intensive management structures particularly for control functions. With this comes the need for large numbers of international staff. This has led to some tension with government questioning the cost effectiveness of so many staff particularly in the general environment of a feeling that too much money is spent on consultants.
Many UNDP programmes are intended to help improve good governance, particularly by changing the relationship between citizens and the state at the local level: increasing citizen participation, government accountability, transparency and efficiency.  As such, these programmes contain elements that would naturally be part of an anti-corruption programme.  The following are some examples from the UNDP portfolio:

· Model Municipality Project. This includes a number of measures which increase transparency and lower the discretion of officials, such as a one stop shop for municipal services, and increased public information available for citizens.  Both measures are intended to help limit opportunities for corruption and to improve service delivery;

· Promoting Community Participation and Development in Bulgaria through the Chitalishte. This project aims to rejuvenate and transform the existing community centres (Chitalishte), into a network of community institutions that can facilitate participatory democracy and citizen involvement in NGOs and governance;

· Capacity Building for Sustainable Development.  This encourages community based development planning and projects involving both partnership between citizens and local officials;

· Beautiful Bulgaria.  This is primarily an employment and infrastructure project, but managed by local government in cooperation with the community.  High levels of procurement have meant that it has been necessary to establish  accountable and transparent systems in local government.

Experience over the years in these projects has allowed UNDP to build up knowledge, credibility and partnerships at the local level, which can assist them as they attempt to work at the central level.   Some of the projects have been taken up nationally by the government.   They have been working on both sides of the corruption equation – with officials and with communities -- and on bringing these sides together constructively.  These kinds of networks are ones where anti-corruption work could flourish with a solid base.  

UNDP as reporter and analyst.  An additional leverage area for UNDP’s anti-corruption work is its established role as reporter and analyst.  The Annual Early Warning Report, which is found useful by donors, puts the corruption issue into the larger context of social and political change in Bulgaria.  With this device, UNDP can demonstrate where and how the complexity of the nexus between political instability, economic hardship, corruption and organized crime may lead to tensions.  UNDP’s Human Development Report highlights social implications of reforms in Bulgaria, and  issues such as corruption, citizen participation in governance and attitudes to government.  UNDP have found that current standard reporting frameworks such as that for its annual Donor Cooperation Report do not contain an appropriate format for reporting on assistance to Bulgaria -- in particular, on anti-corruption programmes, which are not included in the breakdown of categories of assistance. UNDP did assemble a summary of all anti-corruption assistance as part of its participation in the stakeholder working group.
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There is a reinforcing, negative relationship between corruption and  transparency.  Here, as the top loop shows, low transparency leads to high corruption which leads in turn to lower transparency (a vicious cycle). Interventions such as improving public access to information seek to reverse the polarity of this loop into a virtuous cycle. Such interventions facilitate other anti-corruption efforts both indirectly as they benefit from increased transparency, which enables their work, and directly by offering services to help access information.








� Data for this section is taken from the UNDP 2000 Development Cooperation Report.





The Collaborative for Development Action (CDA) Inc.

 Donor Standards in Anti-Corruption (DSACP)
Mary B. Anderson, President 

Greg Hansen, Project Director

2464 Massachusetts Avenue, Suite 451, Cambridge, 02140 USA

Tel /fax (250) 382-3238

Tel (617) 661-6310   Fax (617) 661-3805

ghansen@islandnet.com
mail@cdainc.com



www.cdainc.com
PAGE  
1

