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This paper was developed as part of a project supported by the United States Agency for
International Development (USAID). The project was implemented in the framework of the
Southeast European Legal Development Initiative (SELDI), an effort launched by the
International Development Law Institute (IDLI), an intergovernmental organization, and the

Center for the Study of Democracy (CSD), a Bulgarian think tank.

The paper is based on the contributions of a network of partner organizations throughout
Southeast Europe. It is intended as a first step - providing general overview of the issues -
towards the development of a Regional Corruption Assessment Report for Southeast
Europe. The Report will be modeled on the Corruption Assessment Report developed on
an annual basis by Coalition 2000, a public-private partnership against corruption in

Bulgaria.

This paper includes the first ever region-wide diagnostics of the scope and dynamics of
corruption in the region. More detailed information about the surveys through which the
diagnostics were carried out is published in a separate volume.
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1. INSTITUTIONAL AND LEGAL ENVIRONMENT FOR CURBING CORRUPTION

1.1. Public Administration Reform and the Role of the State - the Legislative Framework

As public administration is one of the spheres most vulnerable to corruption, the
fundamental goal of the administrative reforms in the Southeast Europe has been to make
transparency and accountability an intrinsic feature of the structures of government in order
to restrict the risks of abuses of power and allow citizens to have better access to public

services.

The present state of the central and local administration corresponds to the transitional
nature of the Southeast European countries statehood and the lack of adequate legal and
institutional tradition. The inherited and newly acquired flows of red-tape bureaucracy
impede the clear-cut differentiation of the public from the private sector and favor the
proliferation of corruption in central and local government. On the other hand, lack of
professionalism, poor organization, obscure criteria and inadequate division of powers and
responsibilities, as well as coordination among the different institutions and official positions
hamper reform and lead to the destabilization of government authority. The spheres where
corrupt practices are most rampant include licensing, collection of budget revenues (custom
duties, taxes), exercise of controlling functions and the imposition of sanctions, public

procurement, etc.

Public administration reform, initiated by the reform governments in some countries in the
region and/or the non-governmental sector, is designed to establish a modern legal
framework of administrative activities and public services. Despite some differences the
general purposes of the reform are to incorporate the principle of curbing and preventing
corruption through legal mechanisms and appropriate legislative and institutional measures;
to facilitate managerial and organizational development and clear-cut regulation of
interrelations between government authorities on the one hand, and the private sector and
citizens, on the other. Each of these countries has succeeded to a different degree in

reaching this goal.

In Serbia, most institutions inherited from the previous regime at all levels were paralyzed
and dysfunctional. Because of this, the Serbian fight against corruption has been set as a
priority and a number of significant steps have been taken to achieve this goal. Draft



Amendments to the Criminal Code have been proposed in order to introduce more severe
punishments for criminal offences linked to bribery and to introduce an institution for the
protection of witnesses, thus helping whistleblowers. A Draft Law on Local Government has
been produced by a Working Group consisting of governmental and independent experts

as well as NGOs.

Despite these positive developments, the Serbian fight against corruption faces serious
problems because even if the previous regime’s laws are discarded as not useful and
undemocratic, they still remain effective until the new ones are adopted by the Parliament.
Hence, Serbia faces an urgent need to educate its civil servants at all levels, and to increase

the diffusion of knowledge about how to prevent corruption.

In Romania the first steps against corruption were taken in 1998 with the signing of the
Protocol of Cooperation by the Ministry of Interior, the Ministry of Justice, the General
Prosecutor, the Romanian Intelligence Service, the Romanian External Service, and the
Ministry of Finance.

A number of laws were adopted concerning anti-corruption and public administration
reform such as Law on Combating Drug Trafficking, Law on Preventing and Countering
Money Laundering, Law on Prevention, Finding and Punishing Corruption Deeds, Law on
Financial Disclosure. Additional legislative measures were the adoption of the Law on the
Statute of Public Servants, defining the general rights and duties of public servants, and the
process for selecting, evaluating and promoting them, and the Law on Ministerial
Responsibility, defining how the government as a whole and the Ministers individually are
held accountable. The Law on Public Purchasing Ordinance established the fundamental
principles to guide public procurement: free competition, efficiency of using public funds,
transparency and access to information, non-discrimination, and appropriate
confidentiality.

In 2000, the Romanian Parliament adopted the Anti Corruption Law, extending the
definition of “traditional” corruption crimes to the private sector, increasing the maximum
criminal penalties for corruption convictions, establishing new offences relating to
economic activities and expanding the access to bank records in anti corruption cases.
However the law is criticized for the harsh sanctions provided, which may lead to weak
enforcement.



Work has begun to strengthen in internal rules to prevent corruption within ministries,
including a code of conduct for the Ministry of Justice and for the police.

In Bosnia and Herzegovina, the first attempts at an anti-corruption strategy have been
articulated somewhat differently. A comprehensive budget system law was adopted. A
Provisional Election Commission has made several changes in the election procedures
regarding conflict of interest issues so that elected officials cannot perform any position in
state-owned companies as well as regarding the financing of the political parties so that the

parties are obliged to submit an application for certification.

Comparatively, in Albania, progress seems even slower since only one law has been
approved, the Law on the Status of Civil Service which covers the institutions of both
central and local public administration. There is a need not only to improve the existing
Law as regards the declarations of public officials’ property, which in its current state does
not define or allow for verifications of these declarations, but also, the Law for Confiscation
of Wealth received by illegal sources must be drafted in order to further impede corruption
in the public administration. Moreover, because public procurement is one of the areas
mostly affected by corruption, there is a clear need to improve the Law on Public
Procurement in order to bring it in line with those of Western countries. This can be done
by improving the training of the Public Procurement Agency’s staff, establishing a reward
system in order to motivate them to work more effectively and limiting the instances in
which trained employees leave their place of work after they have been trained. Finally,
there is also a need to reform the political party sphere to increase transparency in order to
make public the financial sources of parties as well as their expenses.

In Macedonia, not only has the law on Political Parties been enacted so that political parties
may not receive funds from foreign sources but also a Law on Public Procurement has been
enacted in order for Macedonia to meet international standards regarding procurement
such as openness, fair competition, and transparency. This being so, because there are
some unclear provisions in the law, which prevent its adequate implementation by the
authorities and thus create some opportunities for abuse, the amending of the law is in the
procedure. Despite such initiatives, the level of corruption in Macedonia has increased
significantly in the last couple of years with public administration being the sphere where
the corruption persists the most. To counter this situation, the package of laws on public



administration reform which has been adopted also include the Law on Civil Servants to set
up a uniform classification of positions in public administration and same level of salary for
same positions.

An Agency for Civil Servants has been established with the objective to bring the legislation
aligned with European standards for professionalism and de-politicization of civil servants.
Also, in the context of adopting an Anti-Corruption Program to prevent corruption in the
public administration and improve the behavior of public officials, 3800 employees from
the public sector have been laid off or sent to early pension, some public functions have
been transferred into private ones and some government agencies have been transformed

into independent institutions.

Despite these positive developments, further improvement should be made mainly
regarding the establishment of a Central Register to promote full access to all information
and a Code of Conduct for civil servants including rules of anti-corruption should be
adopted. Also, even if the Law on Foreign Exchange Operations has been amended to bring
it in line with European Union legislation, no law on money laundering prevention has
been adopted yet, even if its urgent adoption is essential to remedy the current situation.
Unfortunately, the government does not seem to consider this issue as an important one

and has been postponing the adoption of the law.

In contrast, in Bulgaria, not only has the passing of the Law on Foreign Exchange
considerably liberalized the foreign exchange transactions, but moreover, the Law on
Measures against Money Laundering has been amended and supplemented in order to
bring the Bulgarian law fully into line with the Directive of the Council of the European
Community on prevention of the use of the financial system for money laundering. In
addition to this, further developments include, the passing of the Law on State Financial
Control, the enforcement of the Law on Civil Servants (although with a major drawback,
mainly due to the fact that the circle of persons to which it applies has unduly been
restricted), the adoption of the Law on Property Disclosure by Persons Occupying Senior
Positions in the State obliging civil servants to declare their property. Furthermore, the
passing of the Law on Access to Public Information is expected to provide the legal
prerequisites for the transparent functioning of the public administration, even tough some

difficulties must me acknowledged, mainly due to the fact that the existing registers are
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incomplete and contain mistakes, and there are no provisions to ensure general access to
them.

Further developments include the adoption of a Code of Tax Procedure aimed at
preventing and detecting tax offences and reducing corruption in the tax authorities, the
setting up of an Agency for State Receivables and Internal Audit Units, the modification of
the Law on Public Procurement, in order to increase transparency in awarding public
contracts and faster and more efficient appeal procedures, and the elaboration of the Law
on political parties. Last but not least, after a delay of almost 10 years, the Law on Non-
Profit Legal Entities became effective in 2001 thus allowing for more openness and control
of the operations and finances of the public benefit organizations thereby constituting an

important tool in resisting abuse and corruption.

Overall, despite numerous difficulties such as the flawed regulatory framework, the inertia
of governmental structures, the conservative mentality of civil servants and the inefficient
public support to the reform process, which all have impeded the enforcement of the laws
passed in 1999, Bulgaria seems to be the country that has been the most active in its
attempt to reform the public administration. Nonetheless, regardless of the formal progress
concerning the development of the legislative framework, the sectors most exposed to
corrupt practices have not yet been affected tangibly. For example, the efficient
implementation of the Law on Administrative Services for Natural and Legal Persons as well
as the Law on State Liability for Damages Caused to Citizens has been prevented by the
slow pace of public administration reforms and the lack of clarity surrounding them. In
addition, the Law on Personal Data Protection and the Law on Official Information has not
been passed, and because of this, domestic legislation in force fails to offer protection of

those data and information by virtue of the law.

In Croatia, despite recent changes to the Criminal Code in order to meet the country’s
obligations under a number of international legal anti-corruption instruments e.g. inclusion
of the main criminal offences relating to corruption, including active and passive bribery,
tradee in influence etc. - there are still no special prosecutors for corruption cases, although
prosecution exists at the local level for economic crimes.

In the field of public procurement, the 1998 law is based on the UNCITRAL Model Law
with decentralized system envisaged. Procurement under international agreements, grant-
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funded procurement, defense and emergencies procurement are not covered by the law

and there is a public procurement agency.

Regarding the civil service, Croatian law distinguishes between the status of senior
government officials who are appointed for a limited duration, and experts who are
tenured. There is a draft law, which will regulate on a separate basis the civil service at the
local government level. There is no comprehensive training system installed for the Croatian

civil service, which could promote anti-corruption standards.

1.2. Establishing New Institutions and Offices with Controlling and Monitoring Functions and

Improving the Existing Ones

The existing public agencies and departments with control and monitoring functions are not
always capable of counteracting corrupt practices in a timely and effective manner. These
specialized agencies are not themselves immune to corruption. There have been cases of
abuse even among officials whose very prerogatives include prevention of the various forms

of corruption.

In Bulgaria, during the lifetime of the previous Parliament (1997-2001), there was a
Committee to Counter Crime and Corruption set up but was seen as largely ineffective. In
the executive, there is a specialized investigative agency with a mandate relevant to the
fight against corruption is the Bureau of Financial Intelligence. It was established as part of
the measures against money laundering in the country. A new specialized law was adopted
in 1998 and penalties were made more sever in the Criminal Code. New liability was
introduced for officials (in addition to money “launderers”) failing to cooperate with the
law, appears as all the more important, along with the improvement of similar existing
institutions and the establishment of new ones.

In Bosnia and Herzegovina two units have been established - an Anti-Fraud Unit to assist
the authorities to identify illegal activities and to co-ordinate international technical
assistance and a Procurement Monitoring Unit concerning the procurement processes in
reconstruction. In Romania the amendment of the Anti Corruption Law establishing an
independent National Anti-Corruption Advisory Commission reporting to the Prime

Minister was eliminated by the Senate in the process of legislative approval but later the law
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was amended and a Specialized Section for Combating Corruption and Organized Crime
was set up in the General Prosecutor’s Office, attached to the Supreme Court. New
administrative structures related to the newly adopted laws were also established such as
the Money Laundering Office. In Serbia Special Commission fighting against corruption has
been formed to investigate the most severe cases of economic crimes in the past decade.
The main problem associated with this Commission is that it has no authority to prosecute;
its role is limited to cooperation with state bodies. In Albania the Civil Service Commission,
which constitutes an independent institution charged with the supervisory responsibility
over the management of the civil service, has to be brought to normal functioning in order
to ensure that the hiring of the civil service is carried out on the basis of merit and to avoid

instances of lack of professionalism, unaccountability and unethical behavior.

In most of the countries special attention is paid to the establishment and functioning of
controlling and monitoring institutions outside the judicial system with varying status - either
exercising proper control functions (national audit institutions) or having a supervisory and
intermediary role without real powers and resources (ombudsman type institutions).

In Croatia, the government is preparing for the establishment of an Office for the
Prevention of Corruption and Organized Crime, known under the abbreviation USKOK.
This office will have preventive but also intelligence and investigative functions. It will have
a multidisciplinary composition including specialized prosecutors, investigators,
accountants and other specialists. This Office will coordinate the work of agencies on a
national level and will play an important role in the international exchange of information

of investigations relating to corruption and organized crime.

Some of the control of the public finances is exercised by the Budget Supervision Office at
the Ministry of Finance. The Office monitors usage of budget revenues and expenditures,
and advises on regulations effecting public expenditure. Among its current problems are
staff shortages. The Office is in close cooperation with the State Audit Office, which has
overall responsibility for auditing public accounts analyzing them in less detail than the
Budget Supervision Office.

Also in Croatia, a specialised division for special criminal matters was created within the

Ministry of the Interior responsible a national level for the use of special investigative
methods and for receiving and centralizing relevant information. There is also the Office for
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the Prevention of Money Laundering (AMLD) which is an independent body within the
Financial Police of the Ministry of Financeto collect and process information and undertake
measures for the prevention of money laundering.

In Albania the role of the Supreme Audit Office needs to be strengthened in order to
improve the transparency in its auditing procedures, increase its independence in the
Constitution, and ensure that most of its recommendations are taken into consideration by
the respective institutions that receive them. In Macedonia State Audit Law and a Public
Audit Law have been enacted making the State Auditor an independent institution in
charge of carrying out financial control. While this institution has not made much progress,
the Public Audit, on the other hand, carries out regularly its inspections. In Bulgaria there is
still a necessity for enhancing the role of the National Audit Office as a supreme authority
with independent external control over the implementation of the budgets approved by the

National Assembly and municipal councils

The progress of the Ombudsman Institution in Albania is slower than it should be, its role
needs to be improved mainly by designing a specific strategy within the office of the
Ombudsman, having him prepare and present reports in order to increase his transparency,
improving his relations with other governmental institutions, and especially with the
prosecutor’s office and finally improving its public image. In Bulgaria a Draft Law on the
Ombudsman was developed by a number of NGOs and was introduced to the Parliament
by a group of MPs. It puts forward with the idea of setting up of a specialized Ombudsman-
type institution to supervise and monitor the work of the public administration. The passing
of this later law would make it possible to built up a nation-wide mechanism in order to
counteract abuses by the administration, to resist the blurring of the distinction between

private and public sphere and to protect the citizens and their rights.

* k% %

The review of the process of creating institutional and legal preconditions to counter
corruption in Southeast Europe reveals a number of deficiencies and shortcomings.
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The lack of sufficient, sustainable legal prerequisites preventing corruption impacts
immediately on the functioning of governmental institutions and of the civil society, and
render the building up of an anti-corruptive institutional environment virtually impossible.

State institutions still manifest a stronger reflex of defensiveness and self-preservation rather
than of developing mechanisms to protect the citizens and the society against the abuse of
power. The democratic decentralization of the state has not taken place yet. The issue of
the relationship between public administration and the private sector in the economic area
remained unsolved.

The process of democratic transformation of the states is continuing but state power still
remains extremely centralized. The presence of the state is still too strong with respect to
economic and certain regulatory functions - permit and licensing regimes are increasing,
state property continues to play an important role in the economy, monopolization retains
many of the territories gained, i.e., the chief sources of corruption have not been tangibly
limited. No sufficiently effective measures have been taken to create a favorable
institutional environment for preventing corruption and fostering anti-corruption attitudes
and climate.

Furthermore, the institutions of the states are still weak and ineffective in terms of their

protective role regarding the citizens, and the necessary co-ordination between them is
lacking. This is true for all three branches of power to a varying degree.
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2. THE JUDICIARY

The main objective of the judicial reform in Southeast Europe is to improve its effectiveness
and reduce the cases of corruption within the system through increasing the degree of
independence and stability of the judiciary as well as the level of professionalism and the
public confidence in it.

The judicial reform in Southeast European countries started with the active participation of
non-governmental aganizations and the legal, material and technical assistance of the
international community following similar priorities: improving the legal basis of the reform
in terms of substantive and procedural laws, education and training of judges, public

prosecutors and investigators, the reform of court administration.

2.1. Developing the Institutional and Legal Basis of the Judiciary

The transition countries from Southeast Europe have recently adopted new legislation
establishing the institutional and legal framewaork for the organization and functioning of the
judiciary. However anti-corruption oriented amendments to this legislation are still in

process of discussion in most of them.

In some of the countries the reform was based on special strategy documents. In Bosnia and
Herzegovina Judicial Reform Coordination Group was set up to coordinate the numerous
efforts in judicial system reform. A Judicial System Assessment Program was established by the
United Nations Security Council in 1998 and was mandated to monitor and assess the court
system as part of the overall program for legal reform. In Bulgaria Judicial Reform Initiative was
launched in March 1999 as a joint endeavor of eight non-governmental organizations with
the support of separate representatives of the Legislature, the Executive and the Judiciary.
Within the framework of the Judicial Reform Initiative a Program for Judicial Reform was
developed in the period 1999 - 2000. The structure of the Program is based on the priorities
agreed and follows the main areas where the legal basis for achieving these priorities needs
improvement. The Program is permanently in process of updating and implementing. It also

serves as a base for more detailed projects in specific areas.
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However the changes made or proposed depend on the current situation in the different
countries. The most important ones include measures for strengthening the independence
of the judicial system from the political influence of the executive. These changes refer to
the status of the magistrates, including the procedures for their appointment, assignment,

remuneration, and removal, as a significant prerequisite for their independence.

In Macedonia an independent judiciary budget is still to be introduced, while in Serbia the
key problem is considered to be the unresolved problem of jurisdiction between the federal
and the republic level. In Bulgaria the Judiciary has its own budget. It is a separate part from
the state budget and is determined by the Parliament without the participation of the
Executive. A problem still unsolved is the one of the coordination between the Supreme

Judicial Council and the Bulgarian Ministry of Justice, which needs to be further developed.

However most of the transition countries in South and East Europe have not established yet

a sufficiently independent and efficient judiciary.

Codes of Ethics for the judges have been adopted in Bulgaria and Bosnia and Herzegovina,
intended to provide a common framework for conduct for the judges. In both of the
countries these codes were prepared and adopted by professional guilds of judges - the
Association of Judges in Bulgaria and the Association of Judges in Bosnia and Herzegovina.

In Albania a similar Code of Ethics for the judges is in process of designing.

2.2. Improving Criminal, Civil and Administrative Law and Procedure

Since criminal law is considered to be one of the strongest means for fighting corruption, in
all the countries amendments to the criminal legislation have been introduced. They
expanded the forms of crimes related to corruption and increased the sanctions provided

for their commitment.

Most of the countries have ratified the Criminal Law Convention on Corruption and the
Civil Law Convention on Corruption of the Council of Europe (see 4. International
Cooperation), but still have not fulfill their obligation under the conventions to introduce
legal measures in civil and criminal law that sanction offenses of corruption. Amendments
to the laws regulating the criminal procedure have been recently introduced or are still in

process of preparation. The changes aim to ensure the transparency of criminal proceedings
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and the rapid and non-expensive prosecution and penalizing of the offences. The measures
proposed differ in the various countries. In Albania the proposals deal with the system of
subpoenaing witnesses and the introduction of sanctions for intentional delays without any
legal reason. In Macedonia the amendments focus on the appointment of the Public
Prosecutor as well as on the independence of the Prosecutor Deputies. In Romania new
provisions were added to the Penal Code concerning under-cover agents and witness
protection while a number of other changes are still in process of designing including the
establishment of legal and institutional framework for the special investigation techniques
and the adoption of specific measures on electronic pursuits, communication intercepting

and observation.

Law enforcement remains a significant and still unsolved problem. A variety of measures has
been undertaken or are to be implemented in order to further improve the law
enforcement mechanisms. Most of these measures refer to the laws governing the civil and
the administrative procedures. Albania recently adopted the Law on Judicial Police, which
is expected to turn into a working enforcement mechanism. In Bulgaria the main problems
are considered to be the inadequate procedures for judgments execution as a separate part
of the civil procedure and the inconsistency and contradictions in the administrative
procedure legislation. In Macedonia the legislation concerning administrative disputes is in
amending procedure aimed at ensuring simple, efficient and transparent procedure as a
necessity for realization of citizens’ rights.

In general, administration of justice in the South and East European countries is still slow,
insufficiently effective and almost blocked concerning the imposition of sanctions for
corruption related crimes.

2.3. Professional Training

In all of the countries special attention is paid to the professional training of magistrates. The
level of professional skills and qualification of judges, prosecutors and investigators is a key
factor for the effectiveness of the judiciary. In the separate countries the training activities
are organized in a different way. The Magistrate Training Center in Bulgaria, the Institute for
Additional Education of the Employed in the Judiciary System in Serbia, and the Center for
Continuing Education in Macedonia are non-governmental organizations, while the

Magistrates School in Albania was opened by the government. In Romania a National Institute
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of Magistrates was set up and respective legislative measures were undertaken. Some
additional training activities for the administrative staff of the judiciary are in process of
development in Bulgaria and Macedonia, while Albania pays special attention to reforming
and improving the legal education at university level. In Romania police training on special

investigation techniques was organized.

Since various training activities have already started in the separate countries from the
region there is a necessity of cooperation between the responsible institutions and the
initiating organizations. As a result of this cooperation joint actions could be undertaken for
training on European law as well as on common problems for the countries such as cross

border crime, trafficking, etc.

2.4. Reforming Court Administration

Court administration is responsible for facilitating the work of the magistrates. Throughout
the process of judicial reform in the Southeast European countries the administrative staff of
the judicial system has been unduly neglected. This staff is still organized in accordance
with old-fashioned rules and it works in poor conditions, thus warranting the need of

further improvement of its organization and operation.

Improvement of the social status of court administration as well as its working conditions
also influences the operation of the courts. A significant aspect in this field is the ongoing
process of automating the administrative functions in the judicial system. This process
should result in developing a single compatible product for the administrative processing of
papers received by all the units of the judicial system; implementing a single software
application for statistical data gathered at all levels of the system; linking the information
systems of the different courts in a single network and connecting that network to other

institutions in order to enable the exchange and use of information.

In Croatia, among the main problems identified with respect to the functioning of the
judicial system is the slow dispensation of justice. As regards the organizational aspects of
the judiciary, despite some recent improvements there & still a gap in the professional

training of judges.
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* k% %

The development of the judicial reform should match to the fullest possible extent the
general need for new legal regulation and organizational changes, in line with the new
social and economic environment in the countries, and should be aimed at achieving both
legal stability and confidence in the judicial system.

20



3. CURBING CORRUPTION IN THE ECONOMY OF SEE COUNTRIES

In modern times the Balkans have been always the least economically developed region of
Europe. Even the accelerated industrialization of some of the countries from that region,
which ended up in the Soviet block after the end of World War 11, did not help overcome
the gap between those countries and the more developed Western European states. The
investment decisions were not based exclusively on their economic advantages, but were
also politically motivated in the context of the rivalry between the two blocks. When
eventually the economies of those countries had to face the competition of the world
markets, most of their fixed assets turned out to be non-viable. Given the new market
conditions, their value was significantly decreased. For those countries, the last decade of
the 20" century was a period of economic degradation. With the exception of Slovenia, the
former socialist countries in the region could not get out of the transition depression and
embark on the road of stable economic growth.

The production decrease varied but for at the end of the 90s the GDP of those countries
was approximately 70%o of its value in 1989. The macroeconomic stabilization turned out
to be a great challenge for those countries. The decline in production led to a higher rate of
unemployment. The latter one leads to increased social tension due to lowered living
standard. The migration of the population towards regions with better economic prospects

has been increasing.

Although there has been some improvement in 2000, it is more in terms of stopping the
economic degradation than of an actual economic growth. The macroeconomic indicators
are not very promising. Lowering the inflation is undoubtedly a success, but the deficit in
the trade balance and the current accounts dooms the countries to an increasing foreign
debt. The reforms are being hindered by restricted domestic investments, weak presence of
foreign capitals in the region, higher rate of unemployment (17% on the average for the 7

countries in transition), and continued political instability in some countries.

The recommendation for fast liberalization and restrictive monetary and credit policy based

»l

on the “Washington Consensus”" were expected to provide macroeconomic stabilization

1 A set of measures that were recommended to policymakers for achieving stabilization, liberalization and
opening of the economy in the first stage of policy reform. Originally in1990 it was designed for countries in
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and thus provide high rates of economic growth. That model relied on automatic and
inherent success of the functioning of the market mechanism. However, it was not very
successful in Southeast Europe, where economic processes are strongly influenced by non-
economic factors. With some delay the countries from Southeast Europe followed the
recommendation for liberalization of trade, but the fact is that the goods, services, and
labor offered by those countries could hardly reach the markets of the developed world.
The transition started in times of political instability, under-developed civil society, and

weak or non-existent market economy institutions.

As mentioned, the efforts for economic reconstruction and overcoming the
underdevelopment of the region are strongly influenced by non-economic factors. The
process of disintegration of former Yugoslavia, ridden with conflicts and violence, maintains
the instability and unpredictability of the region. The establishment and consolidation of
new states, the issues of national security and minority problems are distracting the
attention of governments and social structures from the economic aspects of the reforms.
Many of the countries from the region are too engaged in building new political systems,
solving constitutional, ethnic, legal and many other problems. Thus, there are little political,
legal and institutional conditions for launching a market-oriented economic activity,
particularly as the predominant stereotypes of economic development in South-Eastern

Europe are ones of a state-dominated economy.

All these conditions appear to be a very fertile ground for corruption and it became one of
the striking features of the transformation in the Southeast European countries. The
widespread corruption was enhanced by the state collapse, the rotation of elites and the
widespread failure to introduce and enforce appropriate legal and cultural norms.?

Corruption and theft of public wealth has tremendous consequences for efficiency,
distribution and incentives in the economy and also in the political system. It also distorts
economic and social policy. The poor results in curbing that phenomenon are putting at risk
all the efforts in promoting economic stability and lawful business activities. Therefore
fighting corruption in the economies of Southeast European countries became
indispensable and crucial element of the reform policy. They differ between themselves

Latin America and later recommended to the countries in transition. The list of recommendations treats fiscal
discipline, public expenditure priorities, tax reform, financial liberalization, exchange rates, trade
liberalization, foreign direct investments, privatization, deregulation, property rights.
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and therefore the need of rendering concrete measures is obvious. By now the national-
level anti-corruption measures have given varying results. At the same time these countries
are facing similar problems, prompting the need of bilateral and regional cooperation and

assistance of international structures as well.

The wider the state intervention in the economy and the larger the resources allocated and
controlled by bureaucrats on all administrative levels, the wider the possibilities for
corruption. The efforts to limit the corruption potential in the economy could be assessed
by answering the following questions:

how has the role of the state as a direct economic agent changed?

how transparent and clean of corrupt practices are the mechanisms of ownership
transformation?

what happens in the area of post-privatization control?

what mechanisms have been put in plac