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Part I:  Introduction

By one conservative estimate, international donor assistance to Georgia in the crucial years of its transition to democracy and free market economics between 1992 and 2000 amounted to some US$3 billion in loans and grants
.  Have donor funds helped to reduce and prevent corruption in Georgia, or have they inadvertently added to it?

Most reflections on anti-corruption efforts in Georgia use as their frame of reference the ideal of a national integrity system, a template for a formal and state-based system of laws and institutions that stops corruption from occurring and punishes it after the fact.  This case study takes an inductive approach.  While focusing most closely on the programming environment for anti-corruption work, it also looks at the experience and perspectives of the United Nations Development Programme (UNDP) and selected other donors, humanitarian and development agencies, the media, and others in responding to corruption in the country.  By examining and comparing experiences, the goal is to highlight some of the dominant themes that have emerged from that experience in order to provide a basis for comparison with other countries in the region, and to derive lessons for donors about what works well and what does not.

The case study is based on a field visit to Georgia in May and June of 2002, during which structured interviews and free-ranging conversations were held with a wide variety of international donor representatives, international aid agencies, local NGO workers, senior Georgian politicians, bureaucrats and acclaimed journalists, members of Georgia’s anti-corruption bodies, regional and local government representatives and others.  The field visit was augmented by several dozen e-mail exchanges and telephone conversations in the ensuing months.  

In keeping with the inductive approach, the patterns and recurring themes which arose were self-selecting: that is, they emerged repeatedly in the evidence and in conversations with people who were directly or indirectly engaged in anti-corruption work as donors, practitioners or informed observers.  The patterns and themes are suggestive of learning around:

· politicization of anti-corruption work;

· the relative usefulness under different circumstances of explicit and implicit approaches to addressing corruption;

· how corruption can be measured, and how the effectiveness of anti-corruption efforts can (and cannot) be measured;

· the human effects of corruption and their potential importance as indicators;

· the linkages and relationships between corruption and conflict;

· the conditions under which local versus national efforts to thwart corruption prove most effective.

There is little consensus among donors, and within individual donor agencies, about whether and how donor-supported anti-corruption efforts have had constructive effects in Georgia.  They do, however, uniformly concede that their learning curve is still steep.  Donor representatives and others tend to tell a different story about the efficacy of their anti-corruption activities than one would typically read in their promotional material and formal evaluations.   Given the difficulties of measuring the impacts of anti-corruption assistance, these different accounts of success are not surprising, and they underscore the usefulness of looking at a range of experience.

The concept of a Georgian national integrity system is held by many donors to be a laudable ideal to be aspired to.  The soundness of the strategy for achieving that ideal, namely, through a formal, state-led process, seems to have been accepted by many donors as a given, at least until recently.  The architecture for implementation of the strategy has been praised as a model, and there is a frequently-encountered attitude that the speed of reforms and the dominance of the debate about corruption in Georgia outpaces all other countries in the region.  However, this attitude co-exists with a widespread and deepening sense of frustration.  For all of the incremental successes and promising processes that donors have underwritten and witnessed in the last decade, in the end there appears to have been little or no tangible reduction of corruption.  Indeed, some observers attest to a worsening of corruption and, perhaps even more seriously, a deepening cynicism among the public at large about the prospects for meaningful change.

Part II:  The Georgian Environment for Anti-Corruption Programming

The programming context in which UNDP and other donor agencies have been operating has been marked by a number of notable characteristics:

· explicit and often politically-charged official and unofficial discourse in government and non-government circles on the issue of corruption.  In contrast to other settings in the region, corruption is openly discussed in Georgia, and in one way perhaps it is discussed too openly: allegations of corruption are frequent and often unsubstantiated.  Rumours, whisper campaigns and Kompromat
 all abound;

· a free press which is sometimes threatened, on one hand, by lethal attacks on journalists who are engaged in investigative journalism and, on the other hand, by “yellow” or sensationalistic journalism;

· a highly-charged geo-political and fiscal environment in which some donor interests (e.g., structural adjustment, pipeline routes, security issues) appear to take precedence over “softer” issues such as corruption;

· mounting public cynicism;

· no visible or tangible reduction in the incidence of corruption.

The Setting

Georgia consists of a fertile plain between mountain ranges in the north and south of the country.  It is bordered in the west by the Black Sea, in the south by Turkey and Armenia, to the north by Russia and to the east by Azerbaijan.  It has a multi-ethnic but predominantly Georgian population of approximately 5.5 million people, about 60% of whom live in urban areas.  There has been a marked trend toward urbanization since Georgia became independent.

Georgians tended to be relatively well-off under the Soviet system, enjoying good quality health care, high literacy rates and better access to consumer goods compared to many other parts of the USSR.  In the Soviet Union’s planned economy, Georgia’s role was to furnish other republics with a variety of agricultural produce.  In return, Georgia imported artificially cheap energy supplies and manufactured goods from elsewhere in the USSR.  Georgia was envied by others in the Soviet Union for being able to extract such high levels of resources from the centre in Moscow.

The country was among the first Soviet republics to gain independence in 1991.  Georgia now has a multi-party political system headed by a President (Edouard Shevardnadze) and a one-chamber parliament.  The country has a relatively free and vibrant mass media (more below), and an active and growing civil society sector.  Georgia has become a member of the Council of Europe and the World Trade Organisation.  

UNDP’s Human Development Index for 2002 ranks Georgia 81st of 173 countries, and it is one of the three poorest former Soviet republics.  Following the collapse of the USSR, Georgia was afflicted with hyperinflation and the steepest and most severe economic decline in the former Soviet Union.  Armed conflicts in and around Abkhazia, western Georgia and South Ossetia severed or impaired transport links with Russian markets to the north, effectively completing the collapse of Soviet-era economic infrastructure in the country.  The costs of unresolved conflict have compounded problems associated with economic and political transition.  A population of some 300,000 displaced people has been maintained with government and international funds since the ceasefire in Abkhazia in 1994.  Poverty in Georgia afflicts certain vulnerable groups with the greatest severity: the elderly, ethnic minorities, single-parent families with many children, the institutionalized, and the geographically isolated, and those in the greatest extremity often belong to two or more of these groups, (geographically isolated ethnic minorities, for example).

Outside of downtown Tbilisi and off the busy east-west highway, most of Georgia’s essential economic infrastructure such as roads and communications is in poor condition, representing a major impediment to meaningful economic activity outside of the major urban centres.  The poor condition of roads and border crossings make trade with Armenia – or through Armenia with Iran – an expensive and undesirable proposition.  Distance, political uncertainty and visa requirements have been disincentives for closer economic links with Russia.  Trade links with Turkey have grown strong, however, and the closed border between Turkey and Armenia means that Georgia is a land-transit route for the import of goods into Armenia.  Georgia is providing an increasingly important and strategic pipeline route for the transit of Caspian Sea oil to the west.  

Despite gains in the level of commercial activity, Georgia has faced a deepening fiscal crisis since the late 1990s, exacerbated by severe problems with tax collection.  Georgia’s record of tax collection as a percentage of GDP is one of the lowest in the former Soviet Union.  The weakness of the tax system contributes to a circular relationship where the unwillingness of citizens to pay their taxes contributes to the state’s incapacity to deliver services that could justify its demands that people pay their fair share.  Georgia will face immense and rapidly mounting external debt payments in the coming decade.

Corruption in Day-to-Day Life

The visibility and pervasiveness of corruption are important factors in the environment for anti-corruption programming because they inform the readiness of individuals and politicians to do something about it, or their resignation and acceptance of it.  So-called “petty” corruption occurs across many sectors, and the climate of impunity that it enjoys in Georgia seems likely to lead people to conclude that corruption of all kinds is undiminished, not just that which is encountered in everyday life, but also that which is assumed or believed to occur – even in the absence of concrete and verifiable evidence -- at higher levels out of public view.  

Despite donor support for health care reforms, informal payments or “gifts” to doctors and nurses are an expected courtesy to ensure even the most basic of medical services, although in the event that a patient is hospitalized, costs for extras like food, medical supplies and medications are usually borne by the patient or her family.  Bribes are also often requested by, and given to, officials from gas and electric companies who deal directly with the public and therefore have the power to offer “discounts”, levy greater tariffs or suspend service.  

By far, the most visible manifestation of corruption is that pursued by the traffic police.  A survey conducted by USAID and the World Bank in 1998
 found that of all public officials, the public regarded the traffic police to be the most corrupt of all, followed closely by customs, police, tax and privatisation officials.

Although petty corruption extends far beyond the traffic police, the ways that corruption has evolved in the traffic police since independence seems is a fitting metaphor for the broader corruption problem in Georgia.  In the early 1990s, police and paramilitaries were often indistinguishable from one-another.  Heavily armed armoured vehicles were often stationed near – or in the middle of – most of the main intersections and throughways.  People tended to stop and happily pay when flagged down by those in uniform, for to do otherwise was to risk getting shot at by those who were on guard for the country or their particular corner of it.

As paramilitary groups were brought under control and the armoured vehicles began to return to garrison in early 1995, Tbilisi’s traffic police became more recognisable as such, with marked cars, signed checkpoints, black-and-white batons or “pazshalsta” sticks and Soviet-vintage radar guns.  In the mid-1990s, it was a common occurrence for a marked taxi traveling from one side of Tbilisi to the other to be stopped 3 or 4 times by the traffic police, who would extort a small bribe each time, ostensibly in exchange for no traffic ticket being written.  As transition in Georgia progressed, people expected bribe-taking by the traffic police to decrease as the state consolidated its power.  The problem received widespread coverage in the media and caused much frustration for many citizens.  However, if anything, petty corruption by the traffic police has become even more frequent and the climate for it more permissive.  While five years ago bribes were demanded by uniformed police using marked police cars, it is now not uncommon to be stopped on major regional highways by police in civilian clothing, presenting no proper police identification and using unmarked civilian cars at makeshift checkpoints.  

In the past, traffic police tended to single out vehicles bearing out-of-town license plates more frequently than those from Tbilisi, because there were fewer chances for repercussions from rural folk.  In an environment where most people were cash-poor, out-of-town visitors to Tbilisi often had some cash in their pocket from selling their fruits and vegetables in city markets.  Expensive European vehicles such as Mercedes and BMWs tended to be left alone, particularly if their windows were darkened or were covered in a plastic mirror film.  Vehicles bearing sought-after -- and increasingly prolific -- government license plates (such as those beginning with MER, indicating an affiliation with the Tbilisi mayor’s office, or with MSS, denoting someone with a connection in the Ministry for State Security) were conspicuously left alone.  For the most part, vehicles bearing diplomatic or other international plates were also not flagged down.

These tendencies have changed in recent years.  While cars showing a government affiliation are still left unmolested by the traffic police, expensive imported vehicles are now singled out for special attention, presumably since their drivers are able to pay larger bribes, or need to avoid entanglements with the police, or are less likely for reasons of machismo to put up a fuss.  Ramshackle private taxis are especially attractive targets, while cabs belonging to a large Tbilisi radio-taxi company are seldom stopped.  Vehicles with registrations denoting ownership by international organisations are being targeted with increasing frequency, presumably because their drivers tend to be well-paid by Georgian standards and can thus afford to pay larger bribes, while standing more to lose if their driver's licenses are confiscated or a blemish placed on their driving record.

According to one traffic policeman quizzed (following a traffic stop) on the main east-west highway near Gori, it has become necessary to collect more bribes as time has passed because each officer is expected to yield an ever-greater quota to his superior officer.  Each bribe feeds an increasingly entrenched system of payoffs.  The officer was sceptical about the prospects for improvement: the more the system becomes entrenched, the more interests are served with more money, and the more resistant the entire system becomes against attempts to dismantle it.

The Limits to Tolerance?

In 1998, a foreigner was riding in a decrepit private taxi driven by a diminutive elderly pensioner, traveling from one side of Tbilisi to the other on a 3-lari trip.  Over the course of the journey the cab, which had a small hand-made black-and-white checker sign in the windshield to denote the car’s status as a taxi, was stopped twice by traffic police for no apparent infraction.  On the first occasion, the driver submitted grudgingly to an inspection of his papers, argued with the officer, but eventually paid a 2-lari bribe and drove away, muttering angrily about being stopped 3 times already that day and being unable to make a decent living with so many crooked cops about.  

When stopped again five minutes later and less than 50 metres from the headquarters of the Georgian Interior Ministry, the driver adamantly refused to pay a bribe.  He argued angrily and loudly with the policeman, who also became angrier and more insistent.  The driver dug in his heels, and the policeman refused to relent in his demand for a payment.  As passers-by looked on with considerable amusement, tempers flared.

When his anger reached a peak, the driver opened the trunk of his car, withdrew a water bottle filled with petrol, took off the cap and poured gasoline down his bare arm.  He then took out his cigarette lighter and held it next to his arm.  Raising his hands in symbolic defeat, the traffic policeman signalled surrender.  The driver and the badly-shaken foreigner drove away in triumph, having momentarily thwarted tendencies toward corruption in the traffic police by threatening self-immolation.

Most drivers submit to corruption, paying a bribe to the traffic police because that is the easiest way to make a problem go away.  However, there is another growing trend.  In the last few years, more and more drivers choose simply to ignore the traffic police, refusing even to slow down when signalled to stop.  When this happens, often on busy streets with many pedestrians watching, the traffic police can be expected to make a dramatic show of consternation and moral outrage, running after errant drivers blowing their whistles, officiously making note of registration numbers and pretending to give urgent instructions for hot pursuit into their radio microphones, even though they know no-one is listening.

“Grand” Corruption

At much higher levels, in the offices of Georgian government ministries, pressures on senior public officials to engage in so-called “grand” corruption can be immense and unrelenting.  An accomplished and highly qualified Georgian who had been hired away from an international consulting firm by a central ministry to take major decisions on resource allocation, described from experience the ways that pressures were exerted on senior civil servants to engage in corrupt practices:

· unsolicited gifts from those expecting favourable treatment;

· “peer pressure” and suggestive phone calls from well-placed colleagues and parliamentarians;

· veiled threats of physical harm;

· opulent shows of wealth, in the manner of carrots being dangled beneath one’s nose;

· intimidation by state security services.

This particular civil servant, widely respected among international donors for being clean of corruption, attributed the ability to stay clear of malfeasance to making a special effort to hold on to one’s sense of ethics, and doing nothing that would cast a shadow on one’s family.  It helped that this civil servant earned a high salary by Georgian standards.  Moreover, day-to-day actions that were consistent with a reputation for integrity earned respect from superiors at the ministry, and it was helpful to have the minister himself acknowledge the pressures toward corrupt behaviour that prevailed, especially when decisions were being made over budget allocations.

Corruption: Reasons, Incentives, Motivations, Justifications…

The causes and supports for corruption in Georgia are understood in a variety of ways.  Although cultural explanations for corruption might be regarded as politically incorrect in some quarters, Georgians themselves often describe cultural underpinnings for corruption.  Some who try to account for the intractability of corrupt practices in the bureaucracy have claimed that “Georgians by their nature are anarchists
”.  Whether or not Georgian beliefs and traditions serve to validate corruption or fail to deter it, corruption is hardly a new phenomenon in the country.  Evidently it served to get things done even in the time of Shota Rustaveli, one of Georgia’s pre-eminent literary figures who noted in the 12th century, “…for it is said that even in hell a bribe settles matters”
.  Corruption and the fight against it were also facts of life in Soviet Georgia.  As early as 1973, Georgia’s current president Edouard Shevardnadze, then First Secretary of Georgia’s Communist Party, presided over an anti-corruption campaign known as the “struggle against negative occurrences” in which a number of people were sacked, expelled from the Communist Party, or executed.  

In the mid-1990s, as it was preparing to embark on explicit anti-corruption programming, UNDP made particular efforts to understand the sociology of corruption in Georgia as a first step toward addressing it.  In their Human Development Report (HDR) for 1998, UNDP’s Georgian authors noted:

“In Georgian society, the main focus of responsibility has long been on small social groups, and stealing from society at large to provide for one’s own family or friends is often not a matter for shame.  Georgia’s history of subjugation to foreign countries has also made stealing from the state often something to be proud of.”

In Soviet times, proficiency at getting around the system and finding back-channels to officialdom were likewise a source for pride and not for shame.  The Soviet system used resource allocation to further the security and ideological interests of state and Party, often at the expense of ensuring equitable socio-economic development or satisfying individual wants and needs.

“The rigidities of communism greatly exacerbated previous tendencies.  The economic power of officials tempted them to use their positions for private gain, and forced customers and clients to make payoffs.  …The system was not only rigid but arbitrary.  Its requirements and irrationalities turned almost everyone into a lawbreaker.  The widespread complicity of the population in corrupt transactions then became a method of social control.  Since everyone was guilty of something it was always possible to develop a case against anyone who caused trouble.  Corruption cases were more often used to punish dissidents or rivals than to improve the [efficiency] of the bureaucracy”.

Anti-corruption efforts in the Soviet era also, evidently, contributed to forming today’s inhospitable programming environment.  Most Georgians interviewed for the case study understood Soviet-era anti-corruption initiatives as “fictional” contrivances aimed less at rooting out corruption than at settling political scores or discrediting individuals.  Kompromat, loosely translated as ‘compromising information leading to an individuals discrediting’, was a Soviet means of taking officials down a peg or of justifying their ouster from government or party structures.  Even under such conditions, however, the system managed to impose restraints on corruption.  As noted in UNDP’s 2000 Human Development Report for Georgia, when the Soviet system collapsed, so did the systemic restraints on corruption:

“During Soviet times, the provision of some agreed level of social services (education; health care; transportation system) was a matter of political significance for the system and thus acted as a partial [containment] mechanism for corrupt practices.  Even though the Party structure was involved in the mismanagement of public funds, corruption seems to have never been allowed to overtake the system completely so as to severely disrupt the provision of social services.  The system needed them at least for purposes of propaganda.  Today, however, the political need for providing similar levels of social services appears to have weakened, while the current efficiency of the law enforcement bodies has not been sufficient to keep corruption at acceptable levels.  Under these conditions, the informal economy finds fertile ground to expand”. 

According to the Georgian authors of UNDP’s 1998 HDR, Georgians were schooled by history to doubt their political efficacy.  As subjects of Russian and Persian empires, Georgians adapted to political powerlessness by turning inward: 

“A low level of faith in public activity is a characteristic legacy of the USSR, where laws and politicians could hardly inspire respect and most public organisations were facades.  But this is particularly so in Georgia, perhaps because power has for many centuries been held outside the country.  Issues like security and finance were settled in Russia or Persia and political careers depended on patronage and loyalty.  People focused on small in-groups and considered that others should worry about public and national problems.  The traditional sphere of concern and responsibility hardly applies to wider social groups like state or nation, and even less to abstract norms such as the law.  Social norms and obligations have priority over official or legal ones…”

Perceptions of Corruption in Georgia

Transparency International’s Corruption Perceptions Index ranked Georgia 85th of 102 countries in 2002.  Situated just behind Venezuela and just ahead of the Ukraine, Georgia scored a meagre 2.4 out of 10, where 10 is highly clean and 0 is highly corrupt.  According to its Director, Georgia’s own Corruption Research Centre in Tbilisi confirmed over the years what many Georgians know intuitively, that corruption is bad but also functional and “necessary” for getting things done from day to day.  A 1998 survey of public perceptions of dishonesty conducted by USAID and the World Bank, meanwhile, found that public suspicions of corruption were wide-ranging.  While the public was most suspicious of the traffic police, customs officials and tax authorities, whose scores were in the 4.3 range, they also suspected international donors of corruption, giving donors a troubling score of 3 out of 5 where 5 represented the worst level of distrust
.

Whether or not corruption in Georgia is indeed as severe a problem as it is perceived to be, people explain these strong perceptions of corruption in a number of ways.  First, people experience considerable “petty” corruption in their daily lives.  Second, the high visibility of petty corruption and its persistence over time may lead people to believe or assume that corruption enjoys impunity at all levels, including those where corruption is less visible.  Third, there have been few convictions for corruption despite the numerous allegations of corruption that typically swirl around Georgia at any particular moment.  Fourth, people see ostentatious shows of wealth and privilege among their political leaders and prominent businessmen, who often drive expensive imported cars or live in opulent new homes.  Fifth, people have endured longstanding hardships such as gas shortages and electricity failures, and corruption is a convenient way of explaining why these hardships persist so many years after independence.  Sixth, the public sees few tangible results after years of considerable donor support, leading to an assumption that some of these resources have gone astray.  Seventh, corruption attracts an immense degree of attention from the media in Georgia.  While some media outlets engage in professional, responsible journalism and back up allegations of corruption with solid investigations of the evidence, intense competition in the newspaper business has led to much sensationalistic reporting and little attention to fact-checking.  Finally, Georgians frequently hear their leaders and international actors talk about corruption with a lack of precision.

There is a strong tendency for Georgians and internationals alike to use hyperbole to describe the scale and scope of corruption.  In conversation, academics, international donor representatives, diplomats, local and international aid agency staff and government officials typically use words such as “rife”, “rampant”, “endemic”, or “complete”, and make blanket generalizations such as, “the whole system is corrupt”, “the government is dirty”, or “you can’t be a civil servant in Georgia without being corrupt”.  Further, during the case study visit, there was a strikingly consistent readiness among both international and local staff of donor agencies and international aid organisations to tell stories alleging corruption within other donor and operational agencies.  When pressed on the facts and evidence to support these rumours, however, almost none could be cited.  

Such stories typically reflected an assumption that greater levels of donor resources inevitably involve greater corruption: large donors were assumed to be corrupt because they were large donors, not because there was clear evidence of corruption.  Likewise, unless pressed for more detail, donors and others tended not to distinguish between individuals or departments when discussing corruption within the government, i.e., “the entire government is corrupt because there is no other way for government employees to operate”.  Although petty corruption is indeed highly visible and is experienced pervasively from day-to-day, an across-the-board lack of precision in the way corruption is discussed may be resulting in a somewhat more bleak understanding of the problem than perhaps is justified, at least among donor agencies.

The Human Effects of Corruption

As elsewhere, discussions on corruption in Georgia occur among donor agencies primarily in the abstract.  There is a conventional wisdom among donors that corruption and the underground economy detract from state revenues and resource allocation, thereby confounding poverty by undermining the economy and, ultimately, eroding the state’s ability to maintain an effective social safety net.  Donors also frequently lament the toll that corruption is thought to take on political stability in Georgia, and the ways that it serves as a disincentive to foreign investment in the country.  

At its most extreme, corruption can -- and does -- threaten the lives and well-being of socially vulnerable people in Georgia by placing sustenance and services such as health care beyond their reach.  One Georgian observer noted that, “We weren’t accustomed to seeing poverty in the Soviet days, so what we have seen in the past decade or so comes as a shock.  Perhaps we’ve become hardened to the suffering around us, and the stories of hardship and injustice don’t affect us much anymore”.  In 1997, a survey of households in Georgia found that an average of 109 lari was paid out in bribes, a striking figure when one considers average annual incomes in the country
.  

One particularly illustrative example of the severity of the effects of corruption emerges from an evaluation for donors of a food parcel programme for elderly people living alone.  The program was underwritten by major international donors and had been implemented over a period of five years since 1995 by a well known Georgian NGO with roots in the Soviet era.     

Over the life of the program, monitoring had ranged from a high of 17% to a low of under 2.5% of beneficiaries.    In the latter years of the program, inadequate budget lines for monitoring meant that only a single monitor was employed to cover 25,000 beneficiaries throughout the country, many of whom lived far from Tbilisi, often in remote mountain areas plagued by harsh climactic conditions and rapidly decaying infrastructure. 

The evaluation conducted random home visits to 100 beneficiaries in all regions of Georgia, excluding Abkhazia.  It found that arbitrary decision-making by Department of Social Welfare and NGO staff meant that, of the sample of 100 beneficiaries, only 20 had a verifiable need of assistance, while other unsupported elderly people in the same neighbourhoods received no assistance at all despite being acutely vulnerable, and eligible for assistance under the programme’s criteria.  Eighty beneficiaries were independently wealthy or were living among helpful, supportive family.  Often those families had good social or political connections and had lobbied effectively with local leaders who were empowered to make decisions on who was entitled to receive assistance.  Many beneficiaries had considerable assets, means of generating income, or could produce considerable and reliable quantities of food from land or livestock.

Ten beneficiaries reported that Department of Social Welfare and NGO staff had demanded payment in return for food parcels.  In 3 cases out of 100, beneficiaries who were in clear need of life-saving humanitarian assistance were unable to pay the requested bribe and were subsequently denied the parcels they were entitled to.  As a consequence, their lives were placed at risk by corruption.  Corruption does not have to be “complete” or “rampant” or “everywhere” in order for it to be potentially lethal.

Considerable circumstantial evidence emerged during the evaluation of other forms of corruption: corners had been cut on the quality of product and delivery, evidently enabling agency staff to pocket the difference between budget allocations and actual expenditures.  For example, food parcels were in one instance delivered to beneficiaries on the back of a garbage truck, presumably because this was a less expensive option than hiring a proper delivery vehicle.

The evaluation made a series of tough recommendations to deal with the problem.  These are provided in detail below .  However, at this point it bears mentioning that there may be some merit to placing greater emphasis on the notion of human effects of corruption, the monitoring of which may lead to concrete indicators of success or failure of donor efforts to prevent or fight corruption.  

“Dead Souls”

According to the Georgian television program 60 Minutes, the Department of Social Welfare, in close cooperation with the Post Bank, paid a significant number of pensions to people who, on the day of payment, were already dead.  The total amount of these illegal payments was equal to 25% of the total money allocated to be spent on pensions.  The sum of payments to the Dead Souls closely matches the increase in payment arrears.

Source: 2000 Human Development Report, UNDP, Tbilisi, 2000, p. 41

Corruption and Conflict: A Circular Relationship?

The most glaring evidence of a relationship between conflict and corruption in Georgia straddles a strip of no-man’s land between South Ossetia and Georgia proper.  An immense and busy fuel market has sprouted over several years on either side of the major north-south highway which traverses the North Caucasus between Russia and Georgia.  The market covers a congested several square hectares on the southern edge of Tskhinvali.  Petrol, cooking gas and diesel fuel, some from the adjacent conflict areas in Ingushetia and Chechnya (from where the author has seen it transported in Russian military tanker trucks), is bought and sold from over five hundred fuel trucks and stationery fuel tanks.  Observers have watched fees being collected from vendors by Georgian and Ossetian authorities and by Russian soldiers serving with the peacekeeping force which is charged with helping to maintain stability in the area.

The interface between corruption and conflict is a potentially acute problem in Georgia’s Samtskhe-Javakheti region in the south of the country, home to some 150,000 ethnic Armenians, 60% of the local population.  Fears of nascent nationalist or separatist tendencies are a disincentive for the ‘centre’ in Tbilisi to be much interested in granting more powers to local government and bureaucracies in Javakheti.  Devolving powers to a local level is an anti-corruption strategy that shows considerable promise.  But just as perceptions of conflict can colour understandings of corruption, so too can perceptions of corruption colour understandings of conflict.

In the May 8, 2002 edition of Eurasia Insight, journalist Ken Stier writes:

“Residents have to travel up to 60 kilometres for official documents, or pay inflated prices for these documents in rural areas.  These conditions might be easy for a confident government to fix.  But some say that official Tbilisi has held back from authorizing more local self-governance for fears that a local Armenian government on Georgian soil would cause undue trouble…  Officials, acting on orders from Tbilisi, frequently overrule whatever decisions small local councils can make.  Under such circumstances customary corruption among officials becomes more of an affront to citizens.  The previous governor, who worked from a heavily guarded compound, supposedly engaged in substantial illegal logging…  The state institution locals have most contact with is the police, whose numbers increased dramatically last year…  “The population [in Javakheti] fears they are not able in any way to be involved in the governance of their area”, argues Stephan Markarian, an advisor to Armenian [Prime Minister] Andranik Markarian on this region.  “People are beginning to think that they are going to have to solve the issues themselves.”  The advisor laments that efforts to alert the Georgian government to social or economic problems fall flat, as officials tend to react to any noise as if it were the sound of separatist thunder.”

Georgian politicians are uniformly quick to place the blame for Georgia’s numerous internal ethnic tensions on shadowy external forces, but since its independence Georgia has done little to inspire confidence among its minorities that their needs will be attended to or their grievances redressed in an equitable, rational manner by the centre in Tbilisi.  Corruption or the appearance of it compounds the threats to Georgia’s territorial integrity.  When interviewed for this case study, Georgia’s Minister of Finance was dismissive of the notion that Georgia’s regions had any legitimate grievances with the way Tbilisi allocated resources from the centre.

 Modelling Responsible and Rational Resource Allocation in an

Ethnically-Charged Post-Conflict Environment:

UNDP in South Ossetia / Tskhinvali Region

Recalling their experiences dealing with Tbilisi under the Soviet system, Ossetian authorities frequently claim that Georgian authorities are too corrupt to be trusted to make fair decisions about resource allocation.  Some have suggested that the small but bloody armed conflict between Ossetian and Georgian militias in the months following Georgia’s independence was sparked, in part, by public outrage culminating in a violent protest  over an outbreak of waterborne disease that ensued when Tskhinvali’s decrepit water treatment system broke down due to lack of sufficient funding from Tbilisi.  

By the mid-1990s, earthquake and war damage compounded by years of neglect had undermined South Ossetia’s water, health, educational and transport infrastructure to the point where living conditions were dismal and economic normalization impossible.  Although a few humanitarian agencies ensured that most urgent needs were met, donors and UN agencies largely ruled out reconstruction and rehabilitation programmes.  They feared that such assistance could strengthen and legitimize the region’s secessionist claims and jeopardize their own relations with the Georgian government.  Many Ossetians felt that aid was being withheld from them as punishment for the political aspirations of their leaders.  

By early 1997, UNDP and others recognized that these unmet needs were fuelling tensions and hindering progress in the political peace process.  UNDP, with consent from the Georgian government, responded with an infrastructure rehabilitation programme that avoided acquiescing in the prevailing realpolitik while modelling a transparent, accountable and rational form of resource allocation in an ethnically-charged environment.  The programme provided an opportunity for both sides to interact with one another with integrity, promoting intercommunal cooperation on concrete issues of mutual interest.

Based on consensus, all activities – from identification and planning through implementation – were jointly agreed to by representatives of both parties to the conflict.  Transparency of decision making was strongly emphasized, as was UNDP’s political neutrality and flexibility.  UNDP made available a $2 million pool of resources from which disbursements were made only with the agreement of both parties.  On both sides of the conflict and across them, project works included road and bridge rehabilitation, repair of telecommunications links, and housing reconstruction.

Project activities were supervised and overseen by a Joint Steering Committee consisting of Georgians and Ossetians, chaired by UNDP.  The OSCE had observer / facilitator status at the meetings, bringing to bear its long experience as mediator in the conflict.  For each of the sectoral priorities identified by the Steering Committee, experts were identified and appointed to working groups by each side, laying careful technical groundwork for the awarding of procurement contracts and work tenders so that potential disputes over perceptions of bias or corruption were avoided.  A project Secretariat within UNDP was staffed by ethnic Georgians and Ossetians with appropriate technical expertise and had responsibility for monitoring implementation under the supervision of the UNDP Resident Representative.

Upon completion of the project, an evaluation found that some project funds had been spent unwisely by the Steering Committee.  Expensive two-way radios had been purchased to provide emergency communications with outlying areas, but proved to be inappropriate technology.  Several had fallen into disrepair, and one had gone missing.  In a second instance, illegal logging activity on road verges on either side of a new bridge built with project funds had resulted in severe damage to the road, rendering the expensive new bridge completely useless. Local police officers were involved in the logging.

Since the Joint Steering Committee was an accountability mechanism, the evaluation recommended that the Committee take remedial action to recover the two-way radios, sell them, and use the proceeds to fund further rehabilitation activity.  It also was able to recommend that the Steering Committee intervene with authorities, insisting that they take steps to stop illegal logging adjacent to the bridge before any other road repair work would proceed.

Part III: Programmatic and Other Responses to Corruption

The Developing Architecture of a National Anti-Corruption Strategy

In the mid-1990s there were strong indications of high-level political resolve to meaningfully address corruption in Georgia.  In March of 1996, President Shevardnadze formed the Anti-Corruption Temporary Investigative Parliamentary Commission, charged with investigating allegations of corrupt activity and turning over results from these investigations to prosecutors.  The Committee also tabled a number of bills (later to become laws) meant to bolster the legal toolkit available for punishing and deterring corruption.  Shevardnadze later declared 1997 the “Year of Fighting Corruption”, and ordered the general prosecutor to investigate all orders of high government officials since 1992 in order to identify links with criminal groups.  New departments were established in the major law-enforcement agencies with special powers to inspect the activities of their officials.  However, there was no discernible decrease in the level of corruption, and no senior officials were convicted of malfeasance.

By 1999 there was mounting clamour in the media and concern among donors about the climate of impunity surrounding high-level corruption.  Government attempts to control corruption were, for all their flamboyance and bluster, completely ineffectual.  This fed a growing frustration.  International donors collaborated on a number of suggestions to President Shevardnadze including, in December, a joint letter signed by the country representatives of the World Bank, EBRD, UNDP, IMF, EU and the US Embassy, urging Shevardnadze to consolidate government agencies along functional lines, strengthen key governmental functions such as public expenditure management, revenue mobilisation, public procurement and auditing, and gradually eliminating salary arrears and reducing the numbers collecting a government paycheque.  Further, the signatories supported the establishment of an independent anti-corruption agency, which they felt was: 

“…one approach to addressing corruption in government, provided certain specific safeguards and preconditions exist.  Such an agency should at the minimum be independent, objective and non-partisan; enjoy widespread popular support and incorporate broad civil society participation; be transparent and have strong safeguards against corrupt influences and political interference; strike an appropriate balance between the functions of prevention, public education, and enforcement”
.

The signatories went further, calling for the formation of a committee or commission:

“…to lead public consultations on and formulate a comprehensive agenda for combating corruption, prepare necessary legislation and policy recommendations, and generate non-partisan support and legitimacy for the programme.  This committee or commission should be comprised of notable individuals from civil society as well as all branches of the state”.

The letter ended with Georgia’s major donors reiterating their preparedness to assist Georgia in carrying out these tasks.  Meanwhile, the clamour in the media continued, and in May 2000 journalist Akaki Gogichaishvili with Rustavi-2 television was receiving death threats which he attributed to the station’s dogged investigative coverage of corruption in government circles.

In July 2000, Presidential Decree 296 established the Anti-Corruption Programme Elaboration Group to which seven reputable members were appointed from various governmental and non-governmental organizations.  The Group was relatively non-partisan and, as such, had good credibility with the public.  The measure was given a high profile by the Shevardnadze government.  This would have the effect of making it difficult for the government to disown or distance itself from the Group’s work if it found the results unpalatable.  

The Elaboration Group was mandated to produce a National Anti-Corruption Programme in accordance with a set of guidelines, the parameters of which the UNDP-supported Corruption Research Centre had helped to define.  The guidelines were distributed throughout the country and, over a five-month period, over 100 consultative meetings were held throughout Georgia to solicit suggestions on the Programme from members of the public, local and international experts.  The three-year plan of action that emerged had six major thrusts -- a veritable wish list but supported by a number of more concrete and specific implementation measures.

· liberalisation of the business environment;

· improvement of financial management of state resources;

· improvement of the effectiveness of the administrative system;

· reform of power ministries, law enforcement bodies, and the judiciary;

· development of representative democracy, self-governance and a fair political process;

· reform of the education system.

In April 2001, the Anti-Corruption Policy Coordination Council was established in accordance with a recommendation made earlier by the Elaboration Group.  The Coordinating Council, essentially a consultative body without powers of enforcement which is still in operation, was intended to serve as the main instrument of implementation of the National Anti-Corruption Programme.  Its functions were to include monitoring the implementation of the Programme.  However, just as the newly-minted national anti-corruption architecture finally became operational, a number of serious setbacks occurred.

The Role of UNDP

Although UNDP has been a relatively small donor in comparison to the resources being put at Georgia’s disposal by the World Bank, USAID and others, UNDP’s programming portfolio in the transition period has been strategic
.  Some observers in Tbilisi suggest that well-conceived initiatives combined with UNDP’s role as lead UN development agency and coordinator, and the diplomatic status of UNDP’s Resident Representative, have enabled the agency to “punch above its weight”.   As the 1990s progressed, UNDP and other donors increasingly saw corruption as one of Georgia’s most dominant impediments to socio-economic development.  In response, UNDP supported explicit anti-corruption programming by funding the Corruption Research Center (CRC), a temporary anti-corruption promotion group. 

The CRC was formed to study the legal, social, scientific and cultural aspects of corruption in Georgia and to propose administrative and legislative steps to address and limit its effects.  However, in addition to this explicit activity, UNDP has also sought to address corruption through the way it implements the remainder of its development and rehabilitation programming.  UNDP’s programming “toolkit” has provided opportunities to address corruption in an implicit manner, by modelling transparent and accountable decision making, responsible control over resources, and needs-based resource allocation in an environment where all of these elements of good governance pose serious challenges.

The modality for UNDP programming is “national execution”, wherein UNDP is a partner of government on specific projects and programmes which both agree on and which are often jointly funded.  UNDP is aware of the possible negative impacts of working closely with the government, and of the question of whether corruption in government circles is perpetuated as a result.  However, national execution is a porte-parole or a “way in”.  By engaging with the government on projects and programmes, UNDP feels that it has more credibility to express concerns, influence behaviour and shape policy than if it were to implement activities itself.  UNDP can also help to build the government’s capacity to make transparent and accountable decisions, and can model upright management practices and resource allocation to government counterparts by the way projects and programmes are implemented.

Support to the Anti-Corruption Promotion Group

UNDP’s explicit anti-corruption programming took the form of “Establishment and Support to Anti-Corruption Promotion Group”, later to be referred to as the Corruption Research Centre.  The project was intended to last 3 years from October, 1997 but received extensions into 2002.  Consistent with UNDP’s role as a partner of the government, the project was considered to be a part of the state’s anti-corruption strategy.  It was intended to be led by the special working group appointed by President Shevardnadze and was to be implemented by a national Project Director being supervised by the working group “in line with its anti-corruption strategy”.  

UNDP saw four problems that it expected the project would help to address:

· A lack of solid information and knowledge to inform anti-corruption efforts;

· A lack of precise public information about the extent of the problem and how it could be addressed;

· A lack of qualified personnel for building the professional capacity of the state to combat corruption;

· A lack of cooperation and coordination between the legislative, executive and judicial branches of government on the corruption issue.

Based on the statements of President Shevardnadze and the appointment of an influential politician to head the parliamentary anti-corruption commission which the CRC would be supporting, UNDP judged that the timing was right and the government’s motivations for addressing corruption were sincere.  The project’s explicit goal was:

“…to facilitate the anti-corruption efforts of the legislature, executive, and judicial branches of the state through the scientific consideration of the problem and the practical recommendations deriving thereon.  The project will also facilitate the strengthening of public awareness of the corruption problem.”

The CRC was intended from the beginning to be a temporary “NGO” which would conduct in-depth study of the problem of corruption in Georgia, propose legislative and administrative measures to combat and limit corruption in the country, and facilitate informational support to the national anti-corruption policy.   Despite being referred to as an “NGO” in UNDP’s project documentation, in practice the group was conceived more as a hybrid of sorts with a mix of some qualities of a NGO,  quasi-governmental organization and government-sponsored “think tank”.  

The Promotion Group was explicitly meant to have a special relationship with the government, cooperating with the judiciary and law-enforcement agencies by providing them with the results of its research activities, and placing a representative in each of the three branches of government: Parliament, State Chancellery, and the Supreme Court.  Project activities entailed establishing a database consisting of books, booklets, magazines, computer data, etc., containing both theoretical and practical information on corruption, and dissemination of its material through the Georgian media and other mechanisms.   The project’s staff were expected to organize regular seminars and workshops on corruption, attend similar forums abroad, and facilitate the attendance of Georgian public officials.  

The project had a total budget, over its original 3 years, of US$500,000, of which $370,000 was paid from UNDP’s Trac 1.1.1 funds, $50,000 from the Swedish International Development Agency (Sida), and $80,000 from the budget of the Georgian government.  Difficulties were encountered mid-way through the project securing the matching funds pledged by the Georgian government from its own budget.

5 Years of Activity: Corruption Research Centre, October 1997 – May 2002

The following activities of the Corruption Research Centre were carried out with the financial support of UNDP within the framework of the Georgian Government's Project "Establishment and Support to Anti-corruption Promotion Group", which started on 1 October, 1997:

· Developed a "Georgian Law on Lobbyism", later adopted by the Parliament;

· Prepared and published a book: "Legislative Regulation of Lobbyism in International Practice";

· Developed the Bill "Special Anti-corruption Service Under the President of Georgia";

· Centre on 1-2 April 1999 organized an International Conference "Conflicts of Interests and Prevention and Elimination of Corruption in Georgia", dedicated to the problems of perfection and implementation of the Bill "Special Anti-corruption Service Under the President of Georgia", as well as perfection of the law "On Incompability of Interests and Corruption in Public Service" and anti-corruption legislative basis. A series of recommendations had been elaborated at the conference, which were subsequently published;

· The NGO translated, analyzed and put out materials of the "Hong-Kong Independent Anti-Corruption Commission" and corresponding legislative acts, as well as analogous documents, belonging to other states (Australia, New South Wales, Malaysia);/

· Translated, analyzed and put out materials on international practice, concerning the prevention of conflicts of interest and the Code of Ethics-Canada and England;

· Investigation of a social field of the society's attitude towards the problem of corruption, aimed at establishing the principles of anti-corruption propaganda and of target groups in the broad strata of population, particularly among young people;

· Carrying out the investigation of Multi-Dimensional Profile of Corruption and Corruption Index in Georgia during 2000;

· Studied and analyzed corruption problems in the citizens' relations with the State Institutions. Elaborated corresponding recommendations;

· Conducted a series of consultations to investigate public opinion regarding the problem of corruption (admissibility of corruption and involvement in it;

· Studied and analyzed the problems of business in relation to corruption, worked out corresponding recommendations and published investigation results;

· Carried out of the investigation of businessmen and tax inspectors with the object of prevention and elimination of corruption problems in the relation of businessmen and State structures;

· Analyzed Tax and Customs Codes and published a work: "Legislative and Human Factors Preventing and Supporting the Development of Business in Georgia" in Georgian and English;

· Analyzed the factors of generating shadow economy and methods of evaluation;

· Carried out multilateral investigation of corruption problems in the energy sphere in Georgia and elaborated the recommendations;

· The Centre systematically puts out and distributes an information leaflet entitled "Corruption Theme in the Georgian Press", where topical problems of corruption are presented and analyzed;

· Periodically publishes an information bulletin, in which, besides reviewing the works, executed by the project, interviews with prominent politicians and public figures are published;

· Translated and published the UNDP publication entitled: "Fighting Corruption to Improve Governance", which was handed over to the Parliament and other interested organizations;

· Prepared and published in Georgian and English materials reflecting the activity of "Anti-corruption Temporary Investigation Commission of Georgian Parliament";

· On commission of the Parliament of Georgia the NGO conducted a legal expertise of a whole series of laws on "Registration of Land", "On State Purchases", "On Licensing of Entrepreneurship", "On Managing and Disposing of the State-Owned Non-Agricultural Land", "On the Ownership of Agricultural Land", "On Declaring a Private Ownership the Non-Agricultural Land Used by Individuals and Private Law Juridical Persons", as well as a legal expertise of a whole series of laws for modifications and amendments to be introduced into the criminal law, procedural criminal law, civil law and civil law procedural codes.

Implicit Anti-Corruption Measures: UNDP’s Programming ‘Toolkit’

In addition to its support to the Corruption Research Centre, UNDP was conducting its other programming in ways that were meant as internal safeguards against corruption.  Along the way, UNDP was also providing an example to the Georgian government and others about how to manage and allocate resources in a responsible, transparent and accountable manner in an environment where this was difficult to do.  UNDP’s programming “toolkit” – the management and administrative procedures that the organisation followed – proved to be well-suited to this, although some adaptations were made for the special challenges posed by the nature and extent of corruption in Georgia.  

UNDP’s 5-person Local Contracts Committees (LCCs), for example, are activated to oversee and decide on contracts in excess of US$1000, rather than the usual $10,000 in the UNDP system.  The LCCs are guided by the principle of obtaining “best value for money”, and produce written decisions.  UNDP programme staff who are directly involved with a particular contract are required to recuse themselves.

Auditing requirements also model transparency and accountability.  UNDP regulations stipulate that external audits (for example, by Ernst and Young) are automatically required of projects with budgets in excess of US$100,000.  Although, as distinct from evaluations, they do not normally attempt to verify project outcomes, audits review quarterly project reports, solicit the views of counterparts, verify conformity with project work plans and review project finances.

The Joint Steering Committee mentioned above in the description of UNDP’s post-conflict rehabilitation initiative provided an innovative and effective mechanism for transparent and accountable decision-making on resource allocation.  

1. Through the device of the Committee, problems or errors in resource allocation could be corrected through remedial action;

2. It served to underscore the accountability of Committee members for the quality of their decisions, and “forced” them to place the needs of the population first in the decision-making process.  As such, it proved to be a safeguard against the encroachment of ethnic chauvinism, cronyism, or prospects for personal gain, pressures which are often perceived to colour decisions over resource allocation under normal conditions in Georgia;

3. It emphasized that Georgians, not the donor, were ultimately responsible for the quality of decision-making;

4. It provided a venue for building the capacity of local and national officials for making sound decisions that were consistent with decisions on resource allocation in a modern, pluralistic and democratic state.

Ironically, the value of tools such as the Steering Committee may have been lost on UNDP.  Although the Steering Committee device has strong potential to add considerable value to many other development and rehabilitation programmes in the Georgian environment, its use in the Tskhinvali / South Ossetia programme appears to have been a one-off occurrence.

Outcomes: Partisan Politics and Anti-Corruption Efforts
The National Project Director of the Corruption Research Centre readily concedes that, although the Centre did much to shape policy and the anti-corruption architecture eventually adopted by the government, its prolific activity did little to change practice or, ultimately, to reduce corruption.  Others concur.  The UNDP official who originally chose to support the CRC also believes that while the CRCs outputs were of high quality, factors in the programming environment posed challenges that initiatives like the CRC could not be expected to overcome.  Given the CRC’s prolific output, as well as other well-conceived donor initiatives and the general high-level engagement on anti-corruption efforts in Georgia, why have these apparently failed to make a dent in corruption?

For a time, there was a dynamic synergy around discussions on corruption between NGOs, government, donors and foreign diplomats.  In an indication of the high profile of the discourse in Georgia, in late 2000 anti-corruption NGOs and promotion groups were able to attract a spectrum of high-level participation at a conference (jointly sponsored by the Corruption Research Centre and TI-Georgia), dedicated to “Prevention and Elimination of Corruption”.  Panelists in working groups included the Minister of Finance, Chairman of Parliament, the UN and IMF Resident Representatives, the World Bank Country Manager, Chairman of the Defence and Security Committee of Parliament, Chairman of the Supreme Court, Minister of Income Tax, Chairman of the Chamber of Control, Georgia’s Ombudsman, the EC and US ambassadors, and a number of prominent print and television journalists known for hard-hitting reporting on corruption.

Despite the appearance of high-level engagement, however, many donor representatives lament that in the Georgian context, virtually all efforts to prevent or mitigate corruption appear to have been thwarted or dramatically weakened as a result of the infusion of extraneous political agendas.  Some of these agendas are internal: partisan politics or personal ambition.  Other extraneous agendas originate in realpolitik between states who are competing over Georgia’s friendship and loyalty in order to secure pipeline routes for Caspian Sea oil, basing rights, security cooperation, and so on.  In both cases, the effect is that incentives for taking meaningful action to address corruption are undermined.

Reflecting on the period between 1996 – 1999, the Georgian Working Group at the Partners in Transition – II Conference in September, 2001 attributed Georgia’s poor performance on anti-corruption efforts to a number of reasons:

· lack of political will.  Senior policymakers did not want or believe in the success of the policy;

· lack of political leadership.  Political elites had enduring vested interests, often tied to their power base, that were threatened by meaningful anti-corruption activity;

· lack of consistency.  Policy actions were individual efforts rather than parts of a strategic plan;

· top-down, lack of public participation.  The architecture was based on an assumption that corruption could be eliminated by force, i.e., control and punishment.  The roles of transparency, participation and civil society were not taken into account;

· mandates without salaries and unrealistic expectations.  Civil servants and newly-appointed judges did not receive their proper salaries.

With the benefit of hindsight, senior donor representatives go even further in their criticism of lost opportunities.  One veteran of the Georgian donor community cited the absence of overwhelming popular support for the government’s frequent, ill-fated efforts to tackle the problem, leading to a deepening cynicism.  Without public support, anti-corruption campaigns remained mere “abstract exercises conducted more to please external actors than to satisfy genuine internal demands”.  

The lack of political will was a problem which others in the donor community regarded as a function of popular acquiescence in corruption.  Political will, according to one experienced observer, was insufficient because there was no political cost to the government for not delivering on promises, especially since most people genuinely believed that corruption was "…the Georgian way of doing business, proper to them, understandable only to them, and therefore able to be mastered only by them”.  Although corruption deterred much-needed foreign direct investment, in the end that could be tolerated because competition on an open (international) market was a frightening prospect.  Further, the Georgian “system” of corruption was an effective system of distribution, wherein coping mechanisms were in place to ensure that at least part of corruption revenues would be distributed throughout society at large through the extended family system, leaving only a small and silent minority completely cut off from any benefit.

However, if resignation or complacency among Georgians is seen by some as the cause of weak political will among Georgian leaders, some donors expressed the corollary view that similar dynamics prevailed among international actors, and were reflected in donor policies.  At first, when donors began to respond in Georgia, their decisions were based on an assumption of honesty and good faith which, with hindsight, may have been unjustified.  More importantly, however, competing agendas within and between donor agencies made well-intentioned donor policies look weak.  Frustrations among donors at the lack of tangible progress in the fight against corruption never became manifest in punitive action when the government failed to deliver on its promises.  

One veteran donor representative, whose organisation is a member of the Anti-Corruption Network for Transition Economies, noted that the entire donor community has lost credibility with the Georgian government because, too often, donor conditionalities have been waived in response to broken promises.  The government no longer takes seriously the threat of donor sanctions if it fails to comply with donor requirements.  Further, he felt that the current dominance of realpolitik agendas in the Caucasus negated the possibility of meaningful, concerted donor pressure on the Georgian executive branch. 

Most donors contend that Georgia’s continued level of difficulty with corruption, and the bottom-line ineffectiveness of donor-supported processes meant to bolster a national anti-corruption architecture, stem in large part from the overwhelming vulnerability of anti-corruption efforts to undue politicisation which ultimately leads to their loss of legitimacy.  There was a perception, for example, that the Georgian parliamentary commission charged with investigating allegations of corruption was politically selective in its attention, only making allegations against those whose removal from official posts would be to the benefit of the ruling Citizens’ Union party.   Similar public perceptions tainted the Chamber of Control.

Rustavi-2 journalist Giorgi Sanaia was murdered in July 2001, apparently for investigating possible links between Georgian state security officials and criminal activity in the Pankisi Gorge.  The gorge has been the epicentre of mounting tensions between Russia and Georgia stemming from Georgia’s alleged tolerance for Chechen fighters taking shelter in the remote valley.  In October 2001, continuing probes of corruption by the popular investigative reporting show 60 Minutes
 led to a raid on Rustavi-2 offices by Georgian Interior Ministry forces under the guise of an investigation into tax irregularities.  In subsequent days, Tbilisi journalists were joined by several thousands of protesters who paraded through city streets.  In response, Georgian President Edouard Shevardnadze dismissed his entire cabinet on November 1, 2001.  Transparency International was prompted to call for a renewed, holistic approach to fighting corruption and to underscore the need to develop a National Integrity System.  

In early 2002, Shevardnadze’s key official in charge of implementing presidential control over local bureaucracies, Badri Khatidze, was forced to resign in disgrace after financial improprieties were exposed by a local journalist supported by the Soros Foundation.  Shevardnadze bolstered legislative efforts to empower the government to monitor internationally-assisted NGOs, a move to limit NGO independence which his well-regarded finance minister, Zurab Nogaideli, strongly opposed.  In May, Shevardnadze fired Nogaideli, using the opportunity to merge revenue collection into the finance ministry, and appointing the young but well-regarded head of the Anti-Corruption Council to be the new minister.  The move was widely interpreted by the donor community as an attempt to limit the impetus of anti-corruption efforts, advance Shevardnadze’s own political agenda and cabinet loyalty in advance of local elections, and to stem the growing role of NGOs as monitors and critics of government performance on anti-corruption.  

Lessons from USAID Experience: Local Anti-Corruption Efforts

In January of 2000 the government enacted Freedom of Information legislation as part of the new General Administrative Code, the legal roadmap defining the legal duties and responsibilities of the bureaucracy and civil servants.  Supported by American, German and Dutch specialists, the code introduced new standards for accountability and transparency within administrative agencies and for public participation in decision-making.  

According to USAID, the new Freedom of Information legislation was harnessed to good effect at a local level.  The Democratic Meskhs Union (DMU), an NGO in Akhalsikhe supported by USAID, showed how attending to administrative law could be a practical way to counter corruption.  Akhalsikhe is located in Samtskhe Javakheti in southwest Georgia – one of the country’s poorest regions and one where ethnic relations can be somewhat restive and malfeasance can be interpreted through ethnic lenses.

With considerable effort, and citing the government’s obligations under access to information laws in Georgia’s Administrative Code, the DMU was able to obtain copies of the budget and other financial information.  In its review of the budget’s revenue and expenditures sides, the DMU detected abuses in each.

 The DMU published a monthly bulletin explaining the abuses in clear, concise language.  Six-hundred copies were published each month and delivered to agencies monitored by the DMU, as well as to local media, NGOs, newsstands, and the public.  Subsequent bulletins would track government responses and actions taken to correct problems.  Each bulletin contained a questionnaire and the public was asked to indicate areas of interest.  Some 700 questionnaires were returned.  Reported abuses included:

· For the 4 months prior to publishing information, the mobile phone bills for the local administrators averaged 295 Lari per month.  For the eight months after publication, the bills averaged 216 Lari per month;

· For the 4 months prior to publishing information, fuel bills for the local administrators’ cars averaged 1939 Lari per month.   For the 8 months after, the bills averaged 830 Lari per month.  One government vehicle was donated to the ambulance service;

· Based on information provided by tax officials, for the nine months prior to publication, state-owned and private bakeries produced 195.5 tons of bread on Akhalsikhe.  This would entail each citizen receiving an unrealistically low 37 grams per day.  After publishing this information in the DMU bulletin, the official figure for bread production tripled to a more realistic consumption figure of 122 grams per day per resident.  The DMU speculated that tax officials were underreporting the bakeries’ production and pocketing a portion of the tax due to the government;

· Local officials received interest free or concessionary loans from the local administrator’s reserve fund.  After the DMU drew attention to this situation, the administrator established rules governing the reserve funds and there have been no more personal loans;

· The DMU identified possible violations in the privatization of land.  The local administrator struck a committee to review the sales, concluded there were violations and forwarded information to the procurators.  The procurator decided that in some instances there were no violations and, in others, the investigation continues.  But the sale of land at deeply discounted stopped and land sales now reflect market prices.

USAID drew a number of lessons from these experiences:

· Although no-one was dismissed or prosecuted, there was a change of behaviour and public expenditures decreased.  Transparency reduced corruption by increasing accountability of public officials and removing opportunity for abuse;

· Just obtaining budget information is insufficient.  People with government budget expertise need to scrutinise the budget.  Finding objective people with such expertise in the regions can be very problematic, since so many people have a close friend or relative working for the local government;

· The information needs to be readily understandable and presented to the public in an accessible media;

· Vehicles, cell phones, reserve funds, privatisations and similar suspect items are key high risk areas that need to receive special scrutiny;

· The DMU was able to obtain some of the information it requested on land privatisations.  This was an issue that cut to the bone for powerful interests.  Moreover, the local newspaper failed to report on privatisation issues.  In such sensitive areas, involving substantial sums of money, freedom of information law suits may be necessary to obtain the withheld information;

· The relationship between the DMU and local government was not always adversarial and they worked together on some issues.  For instance, the DMU published government decisions in its bulletins and would provide officials with information.  The DMU needed to establish allies in government.

Lessons from a Relief Programme: Dealing With Life-Threatening Corruption

As mentioned earlier, an evaluation of a straightforward humanitarian relief programme uncovered serious, life-threatening problems of malfeasance and corruption that had escaped the attentions of donors for several years due to insufficient levels of monitoring.  The evaluation made several recommendations to the donor.  Specific recommendations included:

· Calling in the prosecutor to pursue criminal charges against NGO staff implicated in extorting bribes from beneficiaries;

· Adopting a transparent policy of zero-tolerance for corruption, extending especially to the personnel of implementing partners and departments of the Georgian government;

· Devising a public relations strategy to communicate the zero-tolerance policy to the public;

· Making a practice of including a letter with future food parcel distributions informing beneficiaries that “This food is a gift to you and it is illegal for anyone to request or collect a fee or payment of any kind for this parcel”;

· Increasing monitoring as a means of tracking partner compliance and the quality of service delivery.

The evaluation also recommended three general strategies for providing resources in an environment where corruption was known to be a serious problem:

· Make performance expectations clear and unambiguous for implementing partners.  Insist on partner compliance with clear, measurable benchmarks of performance over time;

· Monitor.  Recognize that insufficient budget lines for monitoring are a false economy in programming environments where corruption is known to be a problem.  Monitor to a greater degree than in other assistance contexts and ensure that monitors have the tools and resources they need to do their job well, taking into account geographic, economic and social realities;

· Remove opportunities for corruption that are provided by a lack of capacity and motivation in partner organisations, and work to remove to opportunities for making arbitrary decisions not based in the verified needs of beneficiaries.  In practice this would mean helping the Department of Social Welfare make a systematic transition away from (Soviet-era) category-based decisions about entitlements, to needs-based decisions supported by a sufficient level of monitoring.  Provide excluded beneficiaries with an opportunity for redress.

The international agency received no cooperation from its Georgian partner and, ultimately, ceased operations in the country.  Concerned staff of the partner pressed the head of their organisation to resign, but he refused, leading to an extended court battle which he eventually lost.  Recent developments suggest that the Georgian partner will emerge from its troubles with greater integrity and the renewed respect of donors.  The international agency, it seems, was correct to send a clear and unambiguous message about corruption 

Part IV: Observations, Questions, Lessons Learned…

1. Observers contend that politicization of anti-corruption efforts has led to deep public cynicism about prospects for change.  Corruption is a common political football throughout the world, but it may be especially so in Georgia.  The fight against corruption has become a political instrument to the extent that virtually all efforts by those in authority to prevent or mitigate corruption appear to have been thwarted or dramatically weakened as a result of the infusion of extraneous political agendas.  As a result, implicit anti-corruption efforts may be more effective in this situation than explicit measures (such as dedicated anti-corruption programming).  Politicization of anti-corruption efforts occurs when:

· allegations of corrupt activity are made for partisan political purposes (e.g., to advance a political party’s agenda or an individual agenda, or to set back an opponent’s agenda);

· investigations into corrupt activity are thwarted by real or perceived political pressure;

· corrupt activity is overlooked or accepted as the lesser of evils by members of the population at large, by law enforcement agencies, by the media, by international donors, etc., because it is being engaged in by actors who are “in favour” or whose services or capabilities are judged to be essential, or because addressing corruption would be incompatible with other agendas.

The extent to which anti-corruption efforts can be de-politicized remains an open question.  Implicit anti-corruption programming may be one effective way of adapting anti-corruption programming to highly politicized environments.

2. Implicit and localized anti-corruption measures appear to have been more effective than explicit, centrally-focused measures in the Georgian programming context.  Despite a prolific level of activity and a sizeable investment of donor resources, explicit, national-level anti-corruption efforts were regarded by most observers as ineffective in terms of preventing corruption or reducing its incidence.  However, those same observers cited successful implicit anti-corruption efforts coupled to mainstream development and reconstruction programming, especially at a local level.

3. An anti-corruption project may be entirely successful on its own terms and still make no meaningful contribution to lessening or preventing corruption.  Process indicators are inadequate.  Measures of tangible outcomes are, as yet, inadequately developed.

4. At its most callous and extreme, corruption can and does threaten the lives of socially vulnerable people in Georgia by placing life-sustaining assistance and services beyond their reach.  Such corruption can enjoy relative impunity if monitoring is insufficient or inadequate.  For donors, monitoring of the human effects of corruption may provide concrete indicators of progress or lack of progress in addressing corruption in social service delivery.

5. Armed conflict and systemic collapse has been an enabling environment for corruption, and corruption appears to be making a contribution to the intractability of conflict and threats to Georgia’s territorial integrity.  In some areas of Georgia that have experienced conflict, resource allocations from the centre to outlying regions have long been perceived, through ethnic or other chauvinistic lenses, as flawed, and corruption is thought to be both facilitated and motivated by ethnic and other divisions as well as by open armed conflict.

6. Rumours of perceived corruption that circulate among the local and international staff of donors, local and international aid and business organizations are rife in Georgia.  Concrete evidence of the rumoured corruption appears to be almost non-existent.  The effects of these rumours (for example, on how donor activity is perceived) are unclear, but seem likely to contribute to public cynicism regarding prospects for change.







� Compiled from figures contained in International Community and Georgia, 1992 – 2000: Overview of Assistance, Secretariat to the Foreign Investment Advisory Council Under the President of Georgia, Tbilisi, March, 2000.  This publication is a compilation of submissions from the IMF, World Bank, European Community, EBRD, USAID, UNDP, Germany, The Netherlands, and Japan.


� Kompromat was the practice of denunciation in Soviet times.


� Cited in 1998 Human Development Report, UNDP, Tbilisi, 1998, p. 21.


� Cited in Transparency as One of the Most Effective Anti-Corruption Measures, Report of the Georgian Working Group for the Partners in Transition – II Conference.


� Cited in 1998 Human Development Report for Georgia, UNDP, Tbilisi, 1998, p. 19.


� Cited in 1998 Human Development Report, UNDP, Tbilisi, 1998, p. 21.


� Cited in 1998 Human Development Report, UNDP, Tbilisi, 1998, p. 21.


� Letter to Edouard Shevardnadze, President of Georgia, dated in Tbilisi December 21, 1999.


� UNDP projects occurring between 1995 – 2000 amounting to US$31,528,379 are listed in the Overview of Assistance, op cit.  This compares, for example, with World Bank credits and projects amounting to some US$800 million in completed, current and planned loans, credits and projects, some of which will extend to 2010.  The United States has provided US$700 million in assistance to Georgia in the transition period, up until 2000, including humanitarian assistance.  The European Union has provided some 330 million Euros of various kinds of assistance between 1995 – 2000.  The European Bank for Reconstruction and Development had signed some 170 million Euros worth of investments in Georgia up until the end of 1999.  Germany had provided approximately US$160 million in assistance in various forms in the mid-to-late 1990s, and Japan had provided approximately US$385 million in financial and technical assistance.


� A show produced in Tbilisi, not to be confused with the American television production of the same name.


� Based on a briefing note obtained from USAID in Tbilisi.
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