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During the year 1999 the Center for Economic development succeeded in establishing itself as a leading research center in Bulgaria, in the field of economic policy.

Last year Bulgaria was, for the first time, included in the World Economic Forum –Competitiveness report. The Center, which is an official partner of the Forum for Bulgaria, has had a substantial contribution and carried out the research in the country.

The Center experts actively participated in drafting laws on the pension reform, which have already come into force.

The Center for Economic Development has been one of the initiators to identify high tech activities in Bulgaria as a leading element in the industrial policy. Experts of the Center together with experts from the Ministry of Industry created Strategy for the development of high technologies and drafted a bill on high tech parks and high tech activities.

The Center has continued its active involvement in areas, which it started in the previous 1998:

· Capital markets development

· Post-privatization situation of the real sector

Besides, some serious projects have been done in several new areas, such as:

· Factors for economic growth

· Foreign economic policy

· Corporate governance

· Company indebtedness

The Center has started the restructuring of its information system – basic resources for its work, the idea is to make a great part of the electronic information accessible to the general public. In support of this strategy, CED applied and has been appointed as an information center of OECD for Bulgaria and will start functioning from the beginning of year 2000.

REPORTS IN THE DIFFERENT AREAS OF ECONOMIC POLICY

I. Competitiveness of Bulgarian Economy

Resulting from CED efforts Bulgaria has been included in the annual competitiveness report of the World Economic Forum, Davos, for the first time. This report was dedicated to competitiveness and included approximately 60 countries. The Center is the official partner of the Forum in the study for Bulgaria. The project was carried out with the support of Bulbank.

The results of the study were presented before the public at a special press conference and were widely covered by the media.

The Center has participated in a project, initiated by the Harvard Institute for International Development, which studied competitiveness in the countries in transition (approximately 25). We gathered information on about 150 competitiveness indicators. The analysis of economic development and the ranking of the countries were based on this information (Bulgaria was ranked at tenth position). By using the results from the studies of the Harvard Institute and the World Economic Forum, the Center prepared a comparative report on competitiveness in the countries of South East Europe, which was delivered at the South East Europe Economic Forum. The participants expressed great interest in the report.

Experts from the Center were involved in the preparation of the National Economic Development Plan 2000 – 2006 (they developed the sections on the goals, priorities, situation of the economy, competitiveness). The plan has been developed in accordance with the National Accession Strategy and was approved by the Council of Ministers. 

II. Factors for Economic Growth

The basic goal of the project is to analyze the impact of some economic factors on Bulgarian economy and propose options for economic policies to achieve sustainable growth.

In January 1999 the Center, together with the Harvard Institute for International Development and the Agency for Economic Analyses and Forecasting, organized the international conference “Factors for Economic Growth in Bulgaria”. The Task Force of the Center prepared analyses on the major factors for economic growth, summarized and presented them before the conference:

· Macroeconomic stability and economic growth;

· Productivity and growth – situation and problems in the real sector;

· Protection of property rights as factor for economic growth;

· The potential of the financial system to stimulate economic growth;

· Foreign investments – the basis for upgrading Bulgaria’s economy;

· Export orientation and economic growth;

· Tax policy and economic growth.

The reports from the conference were published in books – in Bulgarian and English.

Program “Bulgaria 2001 – two years”

The Center for Economic Development together with some other research centers organized a round table to discuss the implementation of program – Bulgaria 2001. 

The goal of the project was to analyze the implementation of the government program from the expert viewpoint and to give recommendations for the coming two years, in cooperation with ministerial officials. The Center’s team summarized the discussions and the analyses in a special report, which contained the results from the evaluation and recommendations. It was presented before government officials and the media.

III. Foreign Economic Policies and European Integration

Experts of the Center participated in the project “ Bulgaria’s progress in meeting the economic criteria from Copenhagen”. The project was initiated by the European Institute and was used in the preparation of the official report of the Bulgarian government on Bulgaria’s progress to a full EU membership.

The Center’s team was an active participant in the development of a series of materials on Bulgaria’s success in the implementation of economic reforms, which the Bulgarian government reported before the European Commission and other institutions. 

The Center for Economic Development is actively involved in issues related to the cooperation in Southeast Europe. Center representatives participate in a joint project with the CSD and the EPI to develop incentives on behalf of Bulgarian NGO’s in the implementation of the Stability Pact.

The Center participated in the regional initiative launched by NGO’s to develop a joint declaration on the significance and the role of the Stability pact. This declaration was signed in Liubliana, in July 1999.

IV. Industrial Policy

The Center’s activity in the development of the industrial policy of the country is of particular significance. Keeping in mind the importance of new technologies, applied sciences and innovations for the increase of competitiveness in the process of globalization, free trade and increased share of services, the Center team together with the Ministry of industry designed a Strategy for the development of high technologies in Bulgaria. It was discussed and approved by the Council of Ministers. To follow the Strategy, a law was drafted on high-tech parks and high tech activities. A National Program for the development of high technologies for the year 2000 is to be created. These documents envisage high tech parks as the basic tool to attract investments in the sector; to promote innovations through entrepreneurial opportunities; to fill the existing gap between the applied sciences and the market, between universities and business, and financing the applied sciences focused at creating a market product. High tech parks will provide opportunities to concentrate intellectual potential, to participate in international programs for cooperation and funding, to improve company culture, competitiveness and market penetration. It envisages that high technologies will become a priority in the economy of the country. Promotion of cooperation between the public and the private sector, which is a basic activity of the Center, is of significant importance. The Center is involved in the task force for information society economy under the coordinating council for information society problems, with the Council of Ministers.

The Center was involved in a project aimed at diminishing the administrative barriers to investments. The study was ordered by the Foreign Investment Agency and is carried out by FIAS (Foreign Investment Advisory Service – a joint initiative of the World Bank and the International Financial Corporation). The project consists of a field questionnaire, analysis of the results and the legislation, concerning the visa regime, taxation, customs regime, registration, licensing and certification regimes; the procedures of registration, leasing, construction and connection into infrastructure networks, etc. A report, containing a general overview and recommendations to the government will be prepared, on diminishing the administrative barriers, streamlining the procedures and establishing a better investment climate as well as diminishing corruption. 

Independently from this project, together with the Ministry of Industry, the Center organizes substantial analysis of registration and licensing regimes, included in Bulgarian legislation –assessing the need for such regimes and elimination of redundant procedures, to harmonize the existing ones with European legislation, in prospect of negotiations for EU accession.

V. Corporate Governance

Corporate governance has turned into one of CED priority areas in 1999, with the following services provided:

· Assessment of the public, corporate and institutional needs in Bulgaria;

· Training and TA;

· Shaping a strategy, principles of corporate governance best practices and proposal for regulation changes;

· Raising the public awareness on corporate governance issues 

· Publishing activity.

The activity was carried out in relation to three specific projects:

· “Corporate Governance in the transition to a market economy”, funded by the Center for International Private Enterprise (CIPE);

· “Workshops on Corporate Governance for board members of holding and subsidiary companies”, funded by the World Bank;

· “Corporate Governance Initiative in Bulgaria” – coalition of Bulgarian NGO’s, established by CED, CSD, the Association of Industrial Capital, the Investors’ Union and the Association of Security Owners.

The needs assessment in the area of corporate governance was carried out through a sociological survey within three focus groups in January, by “Vitosha Research”, funded under the project of CIPE.

The training, TA and the raising public awareness events were carried out in two series of seminars:

· In March, funded by CIPE – three workshops in Sofia, the first of which – for mass media representatives, the second one – on corporate governance in companies in the process of privatization, and the third one – on corporate governance in public companies and the role of the capital market. Participants in the workshop were both Bulgarian and foreign experts, among which representatives of the World Bank, EBRD and the Polish Institute CASE;

· In October, funded by the World Bank – three workshops for board members of holding and subsidiary companies, together with the Association of Industrial Capital, the first two workshops – in Sofia for holding and subsidiary company reps and the third one – in Plovdiv – for representatives of subsidiaries. Foreign experts participated in the workshops – representatives of the International Finance Corporation.

Shaping a strategy and principles for good performance and proposals for regulatory changes (besides the changes from the activity of the “Capital Market” Section) were carried out by CED within the frame of “Corporate Governance Initiative in Bulgaria” coalition. We developed a detailed “Program for development of modern corporate governance and control in shareholding companies in Bulgaria”. This program outlines the basic directions for action: equal treatment of shareholders, protection of minority shareholders rights, disclosure of information and public status of companies, etc.

After the workshops, the Association of Industrial Capital in Bulgaria sought the cooperation of CED for the development of legal changes and for writing a Manual of Best Corporate Practices. We are in the process of seeking funds for these projects for this year.

VI. Small and Medium Enterprises

In September 1999, CED in consortium with the Foundation for Entrepreneurship Development, won a competition, announced by KPMG-Bulgaria and funded by the European Commission, to develop the first annual report on medium and small enterprises for 1999. In the preparation of the report we shall analyze data for the period 1996  - first half of 1999, for the development of micro-, small and medium enterprises in Bulgaria, by type of ownership (public and private), by geographic regions and by industries, according to the NSI classifier. The major goals of the report will be: 

To provide up-to-date information for governmental institutions, for NGO’s and donors - about the current state and the trends of small and medium enterprises development in Bulgaria; 

To identify the basic obstacles before SME establishment and development in Bulgaria; 

To serve as the basis in the shaping of the future policy for SME at the national level and for the donor programs, to develop the SME sector.

The annual report will be finished in the first quarter of 2000.

VII. Pension Reform

The task force on pension reform has worked actively throughout the year, assisting the legislation process in the field. There are two basic laws that have been adopted – the Social Security Code and the Supplementary Voluntary Pension Insurance Act, the two of them developed with the active participation of the CED experts. Besides this, the Center experts participated in the development of some regulatory acts for the pension reform.

CED started the implementation of a project to train target groups, who the new legislation concerns.

CED is carrying out a projects of organizing town-hall meetings with the community in 10 cities, where the public was acquainted with the new points in the pension reform and their reflection on the life of the average Bulgarian.

CED experts participated in the international project of the Lithuanian Institute of Free Market Economy (LFMI) “Private investment funds: balance between good trade practices and effective supervision”.

Resulting from the project was the general concept for the supervision of pension funds, including self-regulatory mechanisms, the role of the pension associations, the existing trade practices and government control. Specific recommendations were developed for each of the countries. The ideas shared during the project were proposed and used in the discussions of the texts of the Supplementary Voluntary Pension Insurance Act and the Mandatory Social Security Code.

VIII. Development of Capital Markets 

The Capital Market continues to be one of the priorities in the work of CED in 1999. The activity was divided in the following areas: 

· task and consulting groups on current issues;

· Proposals for changes in the regulation of the capital market;

· Development of analyses.

CED has organized workshops to discuss specific issues, related to the Law on Public Offering of Securities; the Supplementary Voluntary Pension Insurance Act; the interaction between these laws and the state of the Bulgarian capital market; to develop a standardized database of the capital market in Bulgaria.

CED experts participated in the task force, to prepare a Law on Mortgage and Pass-through bonds. This law will be discussed in Parliament in this year.

CED coordinated several meetings of the capital Market Advisory Group – a consulting group of representatives from capital market institutions and organizations – BSE, SSEC, CD AD, BALII - and USAID, aimed at coordination of the two long-term projects of USAID, to support the capital market in Bulgaria, implemented by Carana/MNS. The following specific issues have been discussed:

· Possibilities for secondary trading of government securities on the BSE floor;

· Bankruptcy of investment intermediaries;

· Development of the trade system of the BSE.

CED has proposed amendments in the regulations of capital market (under the new law on Public Offering of Securities) and has succeeded in wording some of the adequate texts in this law.

· Elimination of off-exchange swap deals

· Opportunities were created for the initial public offering of shares, including distribution through BSE;

· The possibility for violation of shareholders’ preemptive rights was eliminated.

The Law on Public Offering of Securities was promulgated in the State Gazette in December 1999.

In the analytic field, CED has prepared a report on implementation of the Strategy for Development of the Capital Market in Bulgaria (adopted in May 1998 by the Council on Structural Reform). The report reviewed the current situation of the capital market.

IX. Post-Privatization Development of the Real Sector
Study has been carried out of the post-privatization progress of the large industrial enterprises, privatized by the end of 1997, in close cooperation with the Center for Social and Economic Studies (CASE), Poland and the Agency for Economic Analyses and Forecasting. This analysis is first of its kind for Bulgaria and it instigated substantial interest from the government, NGO’s and consultants, as well as of international institutions. Some recommendations were made, based on the analysis, for higher efficiency in the selected privatization model in Bulgaria. The whole study was published in a book, in Bulgarian and in English, and distributed among interested groups.

IX. Company Indebtedness

The major goal of the project has been to prepare a package of proposals to reduce the inter-company indebtedness and the company liabilities to the government budget.

The CED task force developed options for changes in the Commercial Law, which resolve the problems of trade insolvency in a completely new way – by establishing a Bankruptcy Agency. The task force has also given recommendations for changes in some other regulatory acts – Act on Settlement of Non-performing Debts (the ZUNC Act), Civil Procedure Code, Decree on creditors’ right to acquire property for the debts. 

XI. Coalition 2000

The Center for Economic Development has been successfully involved in the work of one of the largest coalitions of NGO’s – “Coalition 2000”. As founder of this coalition, CED plays a major role in raising the public awareness on the effect of corruption in the economic area. The work plan of CED within the coalition has been devoted to this topic.

CED developed a book, containing selected expert materials on this issue from different media, which outlines the basic areas in the fight against corruption.

CED representatives participate in major events organized by the coalition like the Forum in Varna, in June, under the auspices of USAID, OECD and the coalition members, etc. 

CED initiated a series of publications in the media, dedicated to the topic, demonstrating active attitude of the public towards corruption practices. CED will organize a workshop in Stara Zagora with local partners, to explain the damages from the acts of corruption in the local authorities and to try to develop mechanisms for the resistance of the public against this.

XII. Economic Information and Economic Statistics

We have established the basis to create CED information system, open to the public. The document resources of the Center in hard and electronic medium were entirely restructured due to designing of several Internet pages, which CED intends to launch in the year 2000.

Economic Statistics

CED has accumulated statistical information resources of up-to-date, regularly distributed data, mainly in the field of macroeconomic statistics, predominantly from official sources. We have been studying the idea to build “live” statistical databases, by the major macroeconomic indicators, to meet the need for a fast, consumer-friendly access to selected macroeconomic statistical information, available to CED experts, but also to a large public, including Bulgarian and foreign consumers of macroeconomic information on Bulgaria. Characteristic features of the databases will be frequent updating, integration of international standards for macroeconomics information and Intranet/Internet access.

This year CED has organized a retraining course for its employees on Theory and Practices of Macroeconomic Statistics in Bulgaria, for CED experts and representatives of the Agency for Economic Analyses and Forecasting. The lecturers were leading experts from the National Statistics Institute and BNB. This training was the suitable way for exchange of experience and expertise between the information statistics makers and the consumers and is a prerequisite for better interpretation and improved economic analysis of statistical data.

Publications

Throughout the year, CED has published the following titles:

· Books
· Factors for economic growth in Bulgaria. Conference, 25th January, 1999 – Bulgarian and English versions

· Post-privatization development of enterprises in Bulgaria, 1999 – joint publication with the CASE Institute, Poland and the Agency for Economic Analyses and Forecasting

· Problems of electric energy systems restructuring in Poland and Bulgaria, 1999
· Other Publications

· Strategy for the pension reform in Bulgaria (19 June 1999) – task force under the Cabinet of the Minister of Labour and Social Policy, Ivan Neykov

· Start of the pension reform in Bulgaria. Supplementary Voluntary Pension Insurance Act.
· Indebtedness of the Bulgarian Economy. Final report of the task force on the issues of company indebtedness to the government budget, inter-company indebtedness – Bulgarian and English versions

· Competitiveness of Bulgarian economy – analysis of the study for the World Economic Forum, Davos

· Program “Bulgaria – 2001” – two years.  Major conclusions from the round table, organized in residence Boyana (20-21May)
CED has been nominated during the year to become an OECD information center for Bulgaria. This means that from the beginning of next year the Center will open to the public a depositary library of OECD, with all the publications of the organization.

XIII. Cooperation with other NGO’s

The Center for Economic Development works actively with other local and foreign NGO’s. Contacts have been established with NGO representatives from South-East Europe. The Center has been included in the NGO register of the World Bank (Global Development Network) and it has presented its developed materials at the first world conference of think tanks in Bonn.

XIV. Public Presentations of Distinguished Economists

In March 1999, CED invited Garreth Fitzgerald, former Prime Minister of Ireland, who delivered a speech on “The policy for economic growth – the experience of Ireland”

In October 1999, Prof. Yuri Shishkov – Dr. in E., head of  “International division of labor and regional cooperation” Department at the Institute for World Economy and International Relations of the Russian Academy of Sciences - visited the Center. Prof. Shishkov delivered a presentation on “ The causes for the failure in the integration of CIS countries”.

XV. Public Relations

CED collects valuable information and develops topics which engage the public interest, so CED has its own policy to presents its projects and analyses before the public, aiming at acceleration of their progress and raising the public awareness about the government policy in the transition to a market economy. The stress in the Public Awareness Campaigns focused on:

· Pension reform
CED has a specially funded by MSI (as subcontractor of the government program for PR on the pension reform) project. We have organized town-hall meetings in 10 cities in the country to discuss the new legislation in the area. Special training is being organized for representatives of the media as well. Over 1.5 million people have watched on cable TV stations an 8-minute TV film on the issues, made by CED. The participants in the project have been interviewed many times, have participated in live talks in many cities, on radio programs, published many informing materials after those meetings. The project is continuing next year too.

· Competitiveness of Bulgarian Economy

This is an issue of primary significance to our society, because of the fact that the government realizes its importance for Bulgaria’s economy in the context of the starting negotiations for EU accession.

Furthermore, Bulgaria possesses its competitive advantages and has to keep and develop them. Under the project that CED is implementing together with the WEF – Davos, CED organizes regular meetings with journalists from the national media and discusses with them the results from the studies and the possible trends. Specifically prepared materials are distributed at the meetings.

· Development of High Tech Parks
A public discussion between external and CED experts accompanied the preparation of a strategy and the drafting of the law in this field. There have been commentaries of experts, in the media. The specialized economic press was particularly active and sought the opinion of the specialists. CED representatives took part in the World conference on high tech parks in Istanbul, in September this year.

The capital markets, company indebtedness, privatization, are topics, covered by CED authors at the public discussions and in the media.

The Internet page provides wider information to both public and the experts.

The wide range of the research and analytical activity and the multi-aspect informational services that CED is already capable of carrying out presuppose the need to work in close relations with other local and foreign similar organizations.

The relations with the public are demonstrated in the continuous contacts with different target groups (business, experts, journalists, NGOs) that in their specific way influence the shaping of public opinion in the field of economic policy.
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