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PART 1II:PERFORMANCE ASSESSMENT 
Table I - Performance Data 

Baseline. Targets, and Actual Results 

S.O. 1.1: INCREASED TRANSFER OF STATEOWNED ASSETS TO THE PRIVATESECTOR 

TAROETS AND ACTUAL RESULTS 

I MEASUREMENT 

PERFORMANCE INDICATOR I INDICATOR DEFINITION* AND I BASELINE DATA 
UNIT OF 

I I YEAR I VALUE I Targat I Actual 1 Targat 

land. % Is cumulatlva. 

1996 1997 I 

1) Parcant of the ammatm of 
state-owned entsrprlsar 
tranrfemd to pdvate sector 

1999 1998 

% of total assets of all state-owned 
burlnamsem or antatpdsas. Thlv does 
not Include munlclpalltyawned 
antarpdsas or othar assets such as 

I thalr assets pdvatlzed will be counted. I I I I 1 
I I 

2000 

2) Percent of Stata-owned 
antatprlsas In the mass 
pdvatlzatlon pmgram with 
more than 67% of assets 
pdvatlzed 

3) a. Number of pdvatlzed 
municipal entltles 

Then am 1063 anterpdmas on the Ilst 
for the flmt wave o t  mass pdvetlzetlon. 
It Is not known how many wlll ba 
Included In the sacond wave. Only 
thosa flm with mom than 67% of 

b. Value of pdvatlzed 
munlclpal entitles 

a) Includas anterpdses or buslnasses 
and ma1 estate owned by 36 
munlelpantlas. Tha 36 munlclpalltles 
Includa tha 22 target munlclpalltles plus 
an addltlonal 13 munlclpalltles whlch 
own mIgnMcant assets that could be 
pdvatlzed. b) Includes only the 22 
targat munlclpalltlas. The valua wlll be 
mported In milllon dollan and 
npmsants the actual sale pdca. 
Raportfng for a) and b) Is cumulatlve. 

- 
Actual - Actual Target 

36 

60 

nla 

Actual Tatgat 

66 

Target 

45 

nla 

nla 

Actual 



BASELINE DATA 

TAROETS AND ACTUAL RESULTS 

PERFORMANCE INDICATOR 
INDICATOR DEFINITION* AND 

UNIT OF 
MEASUREMENT - 

Actud 

- 
Actud 

a) yea 
(all 6 
laws 
adopted) 

b l  yes 

22 

ye- 

ye* 

- 
Target 

- - 
a l  n la  

b l  yes 

- 
Target 

- - 
nla 

- 
Target 

- - 
nla 

YEAR 

- - 
1992 

- 
1992 

VALUE 

- - 
1) 1 of  
6 laws 
sdopted 

b) yea. 
lor the 
1 law 
sdopted 

- 
0 

Target 

= 
a1 nla 

b l  ye- 

a) Enabling laws and a1 sea list of SIX laws In mon. plan 
regulatlon- adopted lyeslnol 

b l  redew of all relevant Council of 
b l  Annual mgulatlona support Mlnlsten regulations 
the SIX laws In a1 (yeslnol 

the demonatrated gmup of 36 Isee s.0. 2) using the 
prlvatlzatlon model modal to prlvaUze anterprlsaslreal 

estate 

nla 

-- 
nla 

nla 

nla 

- 
rile 

2) Voucher reglatratlon 
network fully operational 

YeslNo response. Two crlteda must be 
lm1: 
a) 3,060 reglstmtlon sites am 
funct lonln~ so that all cltlzena have 
reasonable physical access t o  a site 
lcltizens can apply for vouchen, 
transfer vouchen, and Md on 
entegrlses to be prlvauzed at tho 3000 
altesl; and 
b l  Both the central and mglonal 
computer natworks are functlonlng 
ttha reglonal network records paper 
lnformatlon recelved fmm the sitas In a 
timely and accurate manner and 
forwards these data to the central 
network I. Sea mon. plan for detalled 
crltarla. 

nla 

- 

3) MPP data on antarprlrea yeslno response. Databsse must 
available t o  public Include all flm on the prlvatlzatlon list. 

It must be readily avallaMe to the public 
INLT 1 month prlor to the actual sale) 
In published form 



RESULT STATmENT 

IR 1.1.20: Models for 
Pdvatlzatlon EstaMlshed 

IR 1.1.3: Increased Public 
Support for Pdvatlzatlon 

PERFORMANCE INDICATOR 

41 # of Registared 
Pdvatlzatlon Funds axcaads 
MI flrms 

61 Share reglstryldeposltory 
operational 

11 # cltles In whlch tha 
different models for 
pdvatlzatlon have bean 
demonstrated 

21 MPP voucher lsruanca 
and registration procedures 
accepted by GOB 

31 MPP auctlon methodology 
accepted by GOB 

41 MPP selection cdteda for 
enterpdses to be pdvatlzed 
adopted 

PuMlc support for mass 
pdvatlzatlon 

INDICATOR DEFINITION. AND 
UNIT OF 

MEASUREMENT 

yaslno response. The preclsa number 
does not matfar, but USAID believes 
that them must be an adequate choke 
for voucher-holden and thus 
competltlon. Fifty Is saen as the 
thmshold. 

YeeINo response Includes the 
ownanhlp of all shams of all 
antarprlees that are puMlcly traded. 
Thls Indicator requlms further 
davalopment onca the government 
decldes on an approach. 

Includes the 22 target cltles only 

Pmcadures developed and accepted by 
the Council of Mlnlsten 
(yeslnol 

Pmcadures developed for the auctlon 
methodology and accepted by the 
Councll of Mlnlstan (yeslnot 

4) Selactlon cdteda developed with the 
Center for Mass Prlvatlzatlon and 
approved by the Councll of Mlnlsten 
(yeslnol 

Daflnltlon:puMlc opinion polls show 
Increased suppon for MPP 

Unit: percentage 

TARGETS AND ACTUAL RESULTS 

BASELINE DATA 1996 1997 1998 1999 2000 

YEAR 

- - 
1996 

- 
1996 

- 
1992 

- 
1994 

Date of Revision: October 21, 1996 
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IR 1.1.2: Institutional Framework for 
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I Timeframe: 1997 
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USAID, EU-PHARE, 
Barents Group 



I------ 
- - 

Agency Mission 1 I SUSTAINABLE DEVELOPMENT 1 

I 
L 
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Empowerment of Citizens Through 
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Citizens' Participation in Public Accountable Local 
Policy Decisron-Making I I Government I 

IR 3.2.1: Viable Soei 
Security System 

Established H 1R 1.1.1: Legal 
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PART 11: RESULTS FRAMEWORK NARRATIVE 

S.O. 1.1 Increased Transfer of State-Owned Assets 
to the Private Sector 

TRANSITION HYPOTHESIS: 

Strategic Objective (So) 1.1 addresses an aspect of the transition 
to a market economy which is crucial for the achievement of the 
economic reform goals and objectives in ~ulgaria. privatization 
contributes directly to the emergence of a competitive, market- 
oriented economy in which the majority of economic resources are 
privately owned and managed which represents the EN1 transition goal. 
It creates conditions for the establishment, through a participatory 
process, of a free competitive market in which the state does not 
have an overwhelming economic weight and influence. 

The major rationale for privatizing is to increase economic 
efficiency and foster competition. The assumption is that within a 
free market environment, converting a state- or municipally-owned 
company to private ownership essentially enables it, or at least 
increases its chances, to operate according to market-based 
principles of efficiency and productivity. Both a prerequisite and 
a result of privatization is the development of capital markets. The 
achievement of the efficiency and the competition goals also requires 
post-privatization restructuring of the privatized companies. 

Privatization is a step towards democracy and a free market economy 
that Bulgaria started in 1989. The reform has greater chances to 
succeed when it has grass roots support, when it is widely 
understood, and it is seen as transparent and beneficial for the 
community at large. Municipal privatization and mass privatization 
meet these tests of transparency and widespread benefits, and are 
therefore good models to demonstrate the effectiveness of 
privatization. They should also speed up the entire privatization 
process in Bulgaria. 

CRITICAL ASSUMPTIONS: 

1. Political Will: Privatization is a complex task which has 
political, economic and social aspects. The major condition for 
privatization is the political will of the Government of Bulgaria to 
proceed with privatization. While privatization had a slow start and 
the political will has been continuously questioned over the years, 
there seems to be a reasonably high degree of government commitment 
to mass privatization currently. In fact, the current socialist 
government's platform, unlike the opposition's, included mass 
privatization as a major objective. And although the April Strategy 
Document indicated that skepticism was warranted on the program, it 
is now certain that the Government will proceed with the first wave 
of mass privatization. Decentralized municipal privatization at the 
local government level has very strong support from most local 
officials. 

2. Timeliness: A critical assumption for achieving the strategic 
objective is that the GOB and the local governmentst continue to, 
deliver on implementation of privatization within a reasonable time 



frame. A schedule for mass privatization has been developed by the 
Center for Mass Privatization, and although there has been slippage, 
the schedule is still remarkably accurate. While delays in the 
fulfillment of the GOB ambitious timetable cannot be ruled out, the 
general commitment to the process seems to be firm. 

3. Donors Support: In addition to the GOB, many donors have been 
intimately involved in the privatization process and have made 
commitments for continued participation in carrying out critical 
parts of the work, especially in the areas of mass privatization, 
capital markets development, and post privatization. The results 
framework reflects these commitments, and the strategic objective can 
only be achieved if the other donors (EU-PHARE, KHF, EBRD, French, 
German) deliver their portions of assistance to mass privatization, 
capital markets development, and post-privatization in a timely 
manner. Donor activities to date have been rigorous, well 
coordinated and, in most cases, are producing the expected results. 
We have been maintaining frequent coordination meetings with other 
donors to try to support this assumption. 

4. Competitive Investment Environment: Finally, the Government's 
commitment to maintaining an open, competitive investment environment 
will be necessary to avoid public sector monopolies being converted 
to private ones. Pro competition legislation is in place, and its 
enforcement will be an important test of GOB commitment to free 
market principles. As part of this assumption, it will be critical 
to the newly privatized companies to have open access to new 
investment capital to assure their sustainability. Government 
reformers have long posited that the mass privatization program will 
serve as an effective catalyst to the influx of investment capital, 
and this assumption will soon be tested. 

C. CAUSAL LINKAGES: 

Based on the transitional hypothesis, three principal intermediate 
results (IR) have been identified as necessary and sufficient for the 
achievement of SO 1.1. There are clear causal relationships between 
the IRs and the SO. 

IR 1.1 .l: The establishment of a Legal Framewor.2: Fostering 
Privatization is key to the success of privatizatior; because it 
creates preconditions for installing clear and transparent procedures 
which, if properly implemented, would lead to the establishment of 
a free, competitive, market-oriented economy in which the state would 
have well defined regulatory functions and less direct economic 
weight and influence. It is also a measurement for the GOB'S 
political commitment to the process of systemic change. The 
achievement of this IR encompasses the adoption and enforcement of 
enabling laws and regulations, some of which constitute a starting 
point for privatization, others are being established as a specific 
need arises. The quality of the laws, as well as the level of 
implementation, are important factors for the creation of conditions 
for successfully conducting privatization. 

This I.R. contributes to the achievement of the SO both directly and 
through setting the basis for the establishment of the institutional 
framework for carrying out privatization (IR 1.1.2). The legal 
framebork for privatization has been to a great degree put in place. 
Major laws and regulations needed and adopted include: Privatization 
Law (passed 04/92, amended 06/94, 11/95)), Securities, Stock 
Exchanges and Investment Companies Law (passed 07/95), Mass 



Privatization Program (approved 12/95), privatization Funds Law 
(passed 12/95). Based on these laws, governmental bodies have been 
established to carry out implementation of privatization: 
Privatization Agency,Center for Mass privatization, Securities and 
Stock Exchange Commission (SSEC). The completion of SSEC regulations 
concerning the registration of privatization funds and licensing is 
pending. 

USAID's and other donors' contribution to the achievement of IR 1.1.1 
to date has been significant. The Securities, Stock Exchanges and 
Investment Companies Law was the result of several years of intensive 
work which involved German and U.S legal experts. The mass 
privatization program was developed with the extensive assistance 
from USAID and EU-PHARE. The Privatization Funds Law preparation was 
assisted by the British KHF. USAID, KHF, and the Germans plan to 
assist the SSEC to achieve its tasks in the field of capital markets 
regulation, especially of the aspects directly related to the MPP 
implementation. 

IR 1.1.2: The ~nstitutional Framework for Privatization is an 
intermediate result that would ensure increased transfer of state- 
owned assets to the private sector. It needs to be established in 
order to achieve results at the SO level that are sustainable and 
replicable and that are accomplished through a reliable and 
transparent mechanisms. The institutionalization is to be achieved 
and measured by the establishment of structures and systems that 
would increase the probability of sustainability, such as the 
development of a registration network, preparation of a database of 
enterprises, registration of privatization funds, and establishment 
of a central share registry. At the municipal level, the objective 
is to institutionalize the capability to continue privatization after 
completion of USAID support which is to be evaluated by future 
replication. 

The efforts of the GOB in this respect are actively supported by 
USAID and other donors. USAID is assisting the institutionalization 
at the municipal level in 22 cities through demonstrations, as well 
as the supply side of MPP through the development of a database of 
enterprises for privatization and CMP staff capabilities to maintain 
the database in the future. The EU-PHARE supports the demand side 
of MPP by assisting the establishment of a registration network and 
the design of the public awareness campaign. The British KHF efforts 
are concentrated on the training of potential privatization funds' 
managers. 

An important condition for the success of the MPP is the 
establishment of an effective private share registry/depository. 
USAID is currently designing a task order to assist the private 
depository which is to be registered soon. 

A lower level intermediate result contributing to the institutional 
framework development is the establishment and demonstration of 
Models for Privatization (IR 1.1 -2 .a) . The adoption and 
implementation of efficient, transparent and replicable models for 
mass privatization, which is currently underway, and municipal 
privatization, which USAID1s consultants have largely completed, is 
considered to be a necessary condition for institutionalization. 
This in turn is a condition for achieving the SO. 

USAID has undertaken the lead in the design and demonstration of a 
municipal privatization model encompassing various techniques 
(auctions. procedures under Art. 35 of the law, MBOs, lease-purchase 



technique) which was crucial for the success of municipal 
privatization at a time when privatization efforts at the national 
level have been stalled. USAID1s contribution to the design of the 
mass privatization model has also been significant in that USAID's 
contractors assisted in the establishment of procedures for voucher 
issuance and registration, the auction methodology, and the selection 
of enterprises. EU-PHARE consultants are involved in the MPP 
implementation. USAID continues to work on the refinement of the 
model by developing auction pricing methodology and ways for managing 
the shares remaining in GOB1s possession after the first wave of MPP. 

IR 1.1.3: Demonstrating the Effectiveness of Privatization is the 
third necessary result contributing to the increased transfer of 
state-owned assets to the private sector through better economic 
efficiency of enterprises achieved in an increasingly competitive 
environment. The effectiveness of privatization fosters public 
support and participation in the process and thus leads to a better 
informed citizens' participation in the reform process aiming at 
democracy and a free-market economy through increased transfer of 
ownership to the private sector. The clear message carried by the 
privatized municipal entities and expressed by new employment and new 
investments is important in that it demonstrates that privatization 
results in positive economic development. Public support for the mass 
privatization process and municipal privatization will only be likely 
if the process and results are widely promulgated and understood. 
USAID is supporting an outreach campaign for municipal privatization 
while EU-PHARE is assisting the mass privatization awareness efforts. 

One of the ultimate goals of privatization is greater efficiency and 
the process of privatization is incomplete if higher efficiency is 
not achieved. To this end, USAID and other donors plan to support 
post privatization restructuring and better management of privatized 
companies by transferring management expertise and knowledge. A 
major demonstration effort in this respect will be the EBRD/USAID 
Post Privatization Fund which will provide equity and intensive 
technical assistance to 20-30 privatized companies after the first 
wave of privatization. 
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Bulgaria Draft 
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-- 
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rnechau i s~  developed 

.. ~ - 
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1IEI~RO.S II..\NK: 
11111) 
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- -  I - . . . . - 1 
Timefhle: 2001 Timeframe: 2001 
Ilevelopment Parfners: Developmenl Partners: 
FLAG; AEE; 1VEC FLAG; CIPE; EERPF; UPC; 
PEACE CORPS; RIA ALTERNATIVA 2000; AEE 
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ABA / CEELI; DELOITTE & TOUCIIE; 
TREASURY; ELECTROTEK; 
PDC; IRIS 

IR 1.3.3b: Public policy 
advocacy & review by 

private parties 
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I Devdopment Parfners: 
CIPE; ABA / CEELI; 
VOCA / ACDlt LOL: 

I UNIVERSITY'OF ~ ' E U  WARE; 
IRIS; CSD; UPC; IPC; EnEffect 

IR 1.3.3~: Increased local & 
international exchange of 

knowledge of lams, policies aud 
regulations, which support cornpetition - .. . -. -. - - 
Timeframe: 2001 C 
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PART 11: RESULTS FRAMEWORK NARRATIVE 

S . 0 .  1-3: INCREASED GROWTH OF PRIVATE FIRMS IN A 
COMPETITIVE ENVIRONMENT 

TRANSITION HYPOTHESIS: 

Under ENI1s Strategic  Assistance Area I :  Economic Restructuring with 
the stated Goal: Foster the emergence o f  a competitive, market- 
oriented economy i n  which the majority o f  economic resources i s  
privately owned and managed, the OAR Sofia has chosen ENS'S Objective 
2.3 Accelerated development and growth o f  private enterprises as one 
of two SOs in Strategic Assistance Area I. However, the OAR has 
restricted the SO to Increased growth o f  private enterprises i n  a 
competitive environment. The rationale for this selection is based 
upon Bulgaria's slow transition to a market oriented economy and the 
need to focus upon the constraints and needs of the emerging private 
sector - particularly since there has been very little market 
privatization and the voucher or "masst1 privatization program is only 
now being implemented [though it should be noted that movement in the 
areas of municipal and mass privatization are now significant enough 
that ENI Objective 1.1 Increased t rans fer  o f  state-owned asse ts  t o  
the private sector has also been adopted by the OAR]. Additionally, 
many of the dominant private enterprises operate as oligopolies. 
Hence, increased competition and competitiveness are viewed as keys 
to rational private sector growth. Firm level assistance must 
strengthen private firms competitiveness, while policy, legal and 
regulatory environment assistance must strengthen competition in the 
system (and thus also competitiveness in firms) and provide a more 
level playing field. Pricing of energy must also reach international 
market levels if there is to be a dependable source for private 
sector growth. Subsidized rates also conflict with energy efficiency 
and competitiveness, as do the payments arrears of SOEs. The lack of 
an environmentally sound framework for private sector growth 
contributes to investor uncertainty. Environmental project co- 
financing mechanisms and financial resources in the form of debt and 
equity funds must be made available to the emerging private sector, 
even in the absence of an efficient and well functioning financial 
sector, if the private sector, which overall currently employs 
approximately 30% of the workforce and accounts for 35% of GDP (by 
conservative official figures), is to realize its potential for 
growth and expansion. 

B. CRITICAL ASSUMPTIONS: 

1. The Government of Bulgaria supports and is, in fact, committed to 
a transition based on competitive free market economic reforms: The 
first and most critical assumption is that the Government of Bulgaria 
supports and is, in fact, committed to a transition based en 
competitive free market economic reforms. Historically, this has been 
a relatively passive commitment, which has contributed to the slow 
pace of reforms yet still allowed the emerging private sector to 
grow. However, a shift away from even a passive commitment could 
severely affect the capacity of this program to have any impact on 
the competitiveness or growth of the private sector. There are 
disturbing trends in some sectors in this regard, most notably in 
agriculture. Yet, interestingly enough, nothing has greater 



potential for counteracting reactionary tendencies than the dynamic 
growth of the private sector. Honce, success in this SO should fuel 
GOB support for its goals of private sector growth in a competitive 
environment. 

2. Broad-based private participation in the advocacy and review of 
policy, legal and regulatory reforms will lead to the adoption of 
policies, laws and regulations which increase competition. The second 
critical assumption is that broad-based private participation in the 
advocacy and review of policy, legal and regulatory reforms will lead 
to the adoption of policies, laws and regulations which increase 
competition. This is based upon the assumption that the more 
pluralized the input, the greater the chance of representing the 
competing interests of the marketplace. This is particularly 
important when the dominate forces have strong monopolist tendencies 
and the plurality of the majority will be needed to overcome the 
special interests of the few. 

C. CAUSAL LINKAGES: 

The recently completed SME Strategy for Bulgaria, which is 
facilitating the integration of the private sector programs, forms 
the basis for much of this SO There are three key intermediate result 
areas which support (SO 1.3) I n c r e a s e d  growth o f  p r i v a t e  f i r m s  i n  a  
c o m p e t i t i v e  env i ronment  : ( I R  1.3.1) I n c r e a s e d  d e b t  and e q u i t y  
f u n d i n g  for p r i v a t e  f i r m s ,  ( I R  1.3.2) P r i v a t e  b u s i n e s s  o p e r a t i o n s  
s t r e n g t h e n e d ,  and ( I R  1.3.3) Key l a w s ,  p o l i c i e s  and r e g u l a t i o n s  
foster c o m p e t i t i o n  and p r i v a t e  sector growth.  

IR 1.3 .I, by providing f i n a n c i a l  r e s o u r c e s  i n  the form o f  d e b t  and 
e q u i t y  f u n d s  to the emerging private sector, in the absence of an 
efficient, well functioning banking system and a difficult 
environment for foreign investment, makes it possible for the private 
sector to realize its potential for growth and expansion. 
Additionally, given the illiquidity of the financial sector, 
alternative financial intermediation mechanisms are being developed 
(IR 1.3.1 a )  to broaden the base of financial intermediaries and to 
pool resources for environmental projects. 

IR 1.3.2, P r i v a t e  B u s i n e s s  O p e r a t i o n s  S t r e n g t h e n e d ,  is the heart of 
the SO in that it supports direct firm level assistance leading to 
increased growth and competitiveness. In order to increase their 
impact, the contractors and grantees working in support of I R  1.3.2, 
have re-engineered themselves and created a strategic plan to provide 
integrated assistance at the firm level through the Firm Level 
Assistance Group (FLAG). The marketing of firm level assistance is 
being integrated by them into a team effort and is directed toward 
assisting the most promising high growth firms in the private sector 
and using a diagnostic tool to ascertain the operational assistance 
needs of the firm. Furthermore, by targeting firms that do not 
engage in oligopolistic behavior, those firms most capable of 
pluralizing the economic playing field will be raised to the level 
of real competitors. 

Two intermediate results are articulated under IR 1.3.2. which 
support SO 1.3. The first , IR 1.3.2a, C o n s u l t i n g  s e r v i c e s  
s t r e n g t h e n e d  i s  how the assistance effort in support of increased 
competitive growth is multiplied and sustained. This is accomplished 
by strengthening the capacity of indigenous consultants to provide 
quality services to private sector firms and thus provide a 
sustainable assistance effort to the private sector. By teaming US 



consultants with Bulgarian consultants; using them for diagnostic 
analysis of the firms to receive assistance; sending them to the US 
for internships and training; providing mentorships to local 
consulting firms; and providing seminars and qualification training 
to existing and potential consultants, FLAG assistance helps create 
a market o f  informed consulting service providers and consumers 
working tow.zrd increased private sector growth and competition. 

The second, IR 1.3 .2bf  B u s i n e s s  and p r o f e s s i o n a l  a s s o c i a t i o n s  
s t r e n g t h e n e d  is another sustainable means of supporting private 
sector growth and competition by creating a network of competing but 
mutually supportive private enterprises. These organizations provide 
information to members, serve as a forum to develop standards and 
provide additional services and benefits such as training and 
purchasing clout. Affiliation with such associations can provide 
some level of security to firms in the face of a difficult policy, 
legal and regulatory environment and allows them access to benefits 
(e.g., volume pricing discounts) unavailable to them individually. 
It also provides a forum for their policy concerns and a voice to 
advocate on their behalf for competitive market reform. As such, 
only associations that are transparent, supportive of competition and 
have a voluntary membership are targeted for assistance. 

The third key intermediate result area ( I R  1.3 .3)  Key l a w s ,  p o l i c i e s  
and r e g u l a t i o n s  foster c o m p e t i t i o n  and p r i v a t e  s e c t o r  growth is 
supported by three intermediate results : ( I R  1.3.3a) E q u i t a b l e ,  
t r a n s p a r e n t  and p a r t i c i p a t o r y  s y s t e m s  f o r  imp1 ement ing  l aws ,  
r e g u l a t i o n s  and p o l i c i e s  conduc ive  t o  p r i v a t e  s e c t o r  growth and 
c o m p e t i t i o n  i n  p lace ;  ( I R  1.3.3b) P u b l i c  p o l i c y  advocacy and review 
b y  p r i v a t e  p a r t i e s  i n c r e a s e d ;  ( I R  1 . 3 . 3 ~ )  I nc reased  l o c a l  and 
i n t e r n a t i o n a l  exchange o f  knowledge on l aws ,  p o l i c i e s  and r e g u l a t i o n s  
which s u p p o r t  c o m p e t i t i o n .  I R  1.3.3a facilitates private sector 
growth and competition through improved implementation of existing 
policies, laws and regulations which promote private sector growth 
and competition. I R  1 .3 .3b also works toward this end through the 
development of expanded participatory advocacy and review processes 
that involve the private sector and policy think tanks. I R  1 . 3 . 3 ~  
then provides increased international expertise and facilitates 
increased sharing of international experience and knowledge in order 
to develop improved laws, policies and regulations which support the 
competitive growth of the private sector. 



PART Ill: PERFORMANCE ASSESSMENT 
Table I - Performance Data 

Baseline, Taraets. and Actual Results 

S.O. 1.3: INCREASED GROWTH OF PRIVATE FIRMS IN A COMPETITIVE ENVIRONMENT 

INDICATOR DWNITION* AND BASEUNE DATA 
UNIT OF 

TARGETS AND ACTUAL RESULTS 

RESULT 

(6.0. OR RESULT STATEMENT 
I.R.1 

PWFORMANCE INDICATOR 

AND 
NO. - 

A c t 4  
to  date - - 
32% 

Target 

- 
60% 

- 
20% 

% ODP provided by privata firms 

I.R. Increased Debt and Equity Funding 
1.3.1 for Private Flrrns 

S.O. 1.3 

# of debt and equity ttmnacttons 

Increased Growth of Private Hrms In 
8 Cornpddve Environment 

d vdrn of debt and rqulty 
trsnsacdons 

Co-financfng mechanism In  place I.R. 
1.3.1 .a 

I of cmmerc id  bankslbranchasl 
pardclpadng I n  Kornpass progrnm 

Al tomt ivs  Financid intermediation 
Mechanisms Developed 

# of IirAages ..tsbllsh+d by assisted 
privat. firms resulting i n  business 
transactions 

I.R. 
1.3.2 

Private Business Operationm 
Strengthened 
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EN1 PROGRAM OBJECTIVE 
Increased, Better-Informed Citizens' 

Participation In Political 

S.O. 2.1: Increased, Better-Informed 
Citizens' Participation In Public 

Policy Decision Making 

Theframe: 2001 
Development Partners: ISC; ICNL; NFF 
IREX; indigenous NGOs; GOB; OSE 
Donors ( EU-PHARE; ~Velherlandr, 
U. K., Germany1 

I 

I.R. 2.1.1: Enabling LegaVRegulatov 
Entlronment Framework For 

Grassroots Organizations In Place 

Timeframe: 1999 
Development Partners: ISC, ICNL, 
C O B  .Ifinistry of Justice. Center for 
the Study of Democrag: Union of 
Bulgarian Foundations and .4ssociations, 
Donors [U. K., EU-PU.4REI 

IR 2.1.2: Advocacy Coalitions for 
Participation lncreased 

Timeframe: 2001 
Development Partners: ISC, NFF, B.4 FECR. 
GOB hfunicipal Ogiialr, hlunicipal 
Regional Associations, Local Government 
Reform Foundation 

Timeframe: 2001 
Development Partners: ISC, ,\IFF, Union 
of Bulgarian Foundations and .4ssociations, 
Open Society Fund, indigenous h1G0s, 
COB hfunicipal Offies, Donors 
[EU-PH4RE, U.K., h'&herlandsl 

1.R 2.1.3: Information Sharing Among 
Local and National Entities Increased 

-- - -. - - - - 

Timeframe: 2001 
Development Partners: IREX, NFF; 
USIS, GOB, Local Media, B.4 FECR, 
Indigenous Think Tanks. 
Donors [U.K., EU PII.4RE, Netherlands, 
Germany] 

1.R2.1.4: Credibility of Public 
Information Is Increased 1 

Timeframe: 2000 
Dewlopment Partners: ISC, NFF, Open 
VocieQ Fund, Union of Bulgarian Forrndntions 
md .4ssociationr, indigenous ArCOs, 
Donors [L1.K., EU-PIIdRE, Netherlands1 

I I I 

- 

Timeframe: 2000 
Development Partners: IREX, USIS, 
A'FF, GOB, Local Media, Indigenous 
Think Tanks, Donors [U.K., EU-PHARE, 
AietItmlands, Germany] 

Timeframe: 1997 
De~dopment Partners: ELW1I:I RE. 
GOB. USIS, IRES' 

I 

i.R.2.1.Jb: Electronic hledia Rcgulatoy 
Framework In Place 

I 
IR 2.1.2a: Grassroots Organizations 

Developed I.R. 2.1.Ja: Organizations Apply 
Public Information Standards 



PART 11: RESULTS FRAMEWORK NARRATIVE 

8.0. 2.1: Increased, Better-Informed Citizens' participation 
in Public Policy ~ecision-Making 

A. TRANSITION HYPOTHESIS: 
Bulgaria's initial steps in the transition to democracy and a free 
market economy were impressive, and by 1990 - 1991, Bulgaria's first 
democratically elected parliament in 50 years adopted a democratic 
constitution guaranteeing rights to individuals and passed many 
economic reforms. However, a highly centralized political and 
economic structure remains as a holdover of the past, discouraging 
citizen involvement and creating a sense of powerlessness among 
populace. Many years of authoritarian government have prevented any 
real experience in democratic practices and have impeded transition 
process to a market economy. 

To meet the high demand for overcoming general distrust and apathy 
among the Bulgarian population and to secure the sustainable 
transition to a democratic society, USAID/Bulgaria chose as a 
priority in its April Strategy Document to build the capacity of 
Non-Governmental Organizations (NGOs), as these play a key role in 
facilitatingpopular participation. Similarly, promoting information 
sharing and improving the credibility of information in the public's 
eye are key factors in allowing people to participate in the 
decision-making process. In an effort to finely tune ENIts relevant 
strategic objective (#'Increased, be t t e r  informed c i t i zens  
participation i n  pol i t ical  and economic decision makingn) to country- 
specific needs, USAID/Bulgaria has concluded that the need for more 
active involvement of the population of Bulgaria in public policy 
decision-making, coupled with support to improve local government (SO 
2.3), represent the two major areas of need and opportunity in 
Bulgaria today for affecting the democratic transition. 

B. CRITICAL ASSUMPTIONS: 
1. Political stability: A prerequisite for the actual implementation 
of democratic practices and strengthening civil society is the 
continuing political stability in the country. Perhaps most 
significantly, national elections at the end of 1995, have 
enfranchised the Bulgarian Socialist Party as the majority party in 
Parliament. The new Government has moved aggressively to take 
charge, but it is faced with many economic and social challenges 
caused primary by the incomplete transition to a free market economy. 

2. Political tolerance: It is a crucial factor for accomplishing the 
participation results under the strategic objective that the 
Government of Bulgaria will not resist the non-governmental 
organizations' further involvement in decision-making processes and 
will not impede the growth of the Third Sector. The new Socialist 
Government has the political strength to continue the reform process- 
-with a solid electoral mandate--and various logjams (eg. the new NGO 
law, new media regulations) may finally break. As the BSP moves 
forward with its legislative agenda, it will be important that 
citizens are able to influence this process. Receptivity to 
collaboration on the part of the Ministry of Justice and Council of 
Ministers is essential, and the NGO sector has already established 



an interactive relationship with key officials in the central 
government. 

3. Donors: Side by side with the U.S. assistance to Bulgaria, a 
number of donors have been involved in promoting citizen involvement, 
political accountability and transparency, as well as building 
capacity of NGOs to strengthen participatory democracy. It is 
expected that EU-PHARE, British Know How Fund, Union of Bulgarian 
Foundations and Associations, Open Society Fund, Center for the Study 
of Democracy, etc. will continue to collaborate and further the 
constructive dialog between the government and the NGO sector. 

C. CAUSAL LINKAGES: Citizens can be encouraged to know better and 
get further involved in the processes of public policy decision- 
making in a number of ways. The following intermediate results, 
formulated as priorities by USAID and stakeholders, should provide 
the critical mass to achieve this democratic transition strategic 
objective. 

IR 2.1.1. fiEnabling legal and regulatory environment framework for 
grassroots organizations in place1, 
There is no national law which legitimizes or regulates NGOs, which 
continue to operate under a loosely-interpreted clause of the basic 
Family Law. This situation impedes the development of the NGO 
sector. The lack of a clear legal structure plus the lack of a 
strong tradition of public service leaves NGOs open to exploitation, 
incompetence and corruption. Several new NGO law drafts are being 
provided to the Government by the NGO sector, and a working group at 
the Ministry of Justice was formed to finalize the latest draft and 
submit it to the Council of Ministers. Under the Democracy Network, 
USAID will sponsor a number of seminars and workshops with judges to 
assure an understanding of the NGO legal framework as it evolves. 

IR 2.1.2. "Advocacy coalitions for participation increasedn 
Strengthening linkages among local organizations, and between NGOs 
and local government, to carry out activities supported by the public 
demonstrates that individuals can make a difference for their 
community. Citizens united in grassroots organizations will be able 
to solve shared problems when they form advocacy coalitions with 
local government authorities and seek financial support from 
interested private businesses. USAID assistance will work with both 
local government officials (see SO 2.3) and NGOs through Democracy 
Network Grants to promote mutual partnerships which use public 
participation to achieve specific community improvements. IR 2.1.2a 
(below) will directly influence the ability of NGOs to be effective 
coalition members. 

IR 2.1.2a. wGrassroots organizations developedN 
Non-governmental organizations (NGOs) and professional associations 
are growing in strength and number, and they hold a key to empowering 
people to work together. However, popular receptiveness to this 
'third sector' is still cautious, as volunteerism was construed quite 
negatively under the Communist regime. Given the difficult operating 
environment for this emerging sector, the NGO community is still 
quite small and fragile for the most part, with a few well heeled 
exceptions. In accordance with its April Strategy Document, the USG 
is providing support for the indigenous NGOs through grants, 
technical assistance and training to strengthen their capacity, as 
NGOs must improve and demonstrate their capability in order to prove 
to people that they can make a difference through working together. 



IR 2.1.3. llInformation sharing among local and national entities 
increased" 
In Bulgaria information is rarely shared even within the NGO sector, 
and communication between the different levels of authority is poor. 
Citizens will be able to participate in public policy decision-making 
only when they are continuously informed about the available 
resources and opportunities to solve problems on a local and national 
level. This could be effected through increasing the information 
flow among different entities on both national and local levels. The 
USG through the Democracy Network and the Democracy Commission grants 
in conjunction with other donors is assisting organizations to use 
more extensively electronic bulletin boards, community centers and 
newsletters as a means of increasing public awareness. 

IR 2.1.4. ##Credibility of public information is increased" 
The media, with new freedoms and difficult challenges, is highly 
influenced by partisan politics and lacks professionalism and ethics. 
It is of paramount importance that a broad cross section of 
information is objectively presented to society, and public opinion 
recognizes its credibility. The new media program will be focussed 
on improving the professionalism of the media through association 
building and relevant training. The public response to credibility 
of information, measured by the response in polling of target groups, 
will be evidence that citizens of the targeted groups have an 
improved perception of media information which they are using to 
solve problems both on national and local levels, and thus are better 
informed and better able to participate effectively in public policy 
decision-making. 

IR 2.1.4a: nOrganizations Apply Public Information Standards1#, 
addresses an important sub-intermediate result essential to reach the 
strategic objective. In order to increase the credibility of public 
information, it is important that indigenous media organizations 
adopt their own public information standards which are in compliance 
with the basic guidelines established by the law, and articulate them 
both to their membership and to the public. 

IR 2.1.4b "Newmedia law/regulations passed", addresses the other key 
sub-intermediate result that must be achieved to reach the strategic 
objective. Increasing the public's access to reliable information 
through a more professional and responsible media will only be 
possible if a new media law is passed and properly applied, and 
organizations apply appropriate public information standards. It is 
crucial that a media law be adopted which will help regulate radio 
and television functioning in a transparent and balanced way and 
without censorship, regardless of the prevailing political power 
structure. USAID/Bulgaria is convinced of the political will of the 
Parliament to pass a media law, and IREX consultants are being 
mobilized to work with the Chairman of the Bulgarian Parliament who 
has requested immediate legal expert assistance in drafting 
electronic media legislation. 



PART Ill: PERFORMANCE ASSESSMENT 
Table I - Performance Data 

Baseline, Taraets. and Actual Results 

S.0. 2.1: INCREASED, BETTER-INFORMED CITIZENS' PARTICIPATION IN PUBLIC POLICY DECISION-MAKING 

RESULT 
L N E L  
(S.O. OR 
I.R.l 
AND 
NO. 

- - 
SO 2.1 

TAROETS AND ACTUAL REbULTS 

PWFORMANCE INDICATOR RESULT STATEMENT INDICATOR DEINITION. AND 
UNIT OF 

MEASUREMENT 

BASEUNEDATA 

- 
Actual 

- 
VALUE 

- - 
66 

20 

nrst 
drah 

- 
YEAR - - 
1996 

1994 

1994 

Target 

- - 
60% 

40 

third 
draft at 
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of 
Jumtics 

Target 

60% 

80 

Imraamed. Benmrinformed Cidzew' 
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Decldon Mddng 
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Enabling Iegd & ragdotow 
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Delinition: 
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Law implemented providing 
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Conkremcs. scrnlnars to help Delinldon: 
prunots thn lrnplemsntation of ths 
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Unit: nwnber 
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4 

nla 

Prdectm lnvdvlng comen.u.- Delinldon: USYDlrdsted 

problem* 

Advocacy codldons for participation 
Incrmmed 

Ilra~.room organizadonm developed Organl~adonm d n g  PLUG outreach Delinition: USasmimd 
mechanisms 
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USQrupport*d organiladonm Delinition: percentam of thn 
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EN1 PROGRAM OBJECTIVE 
More Effective, 

Responsive and Accountable 
Local Government 

S.O. 2.3: More Effective and 
Accountable Local Govenunent 

Timeframe: ZOO1 
Development Partners: KPMG; 
University of Sorrtlt Carolina; ICMA; 
Urban Institure; Chemonics;Donors (U.K., 
EU PHARE, Netherlondr, Germany, S&erland) 
GOB Ministry of Regional Development and Construdion 
GOB municipal governments 

1.R 2.3.1: Improved IegaUregulatory 
framework that supports local 

seltgovernment 

Timefams 1999 
Development Partners: KPMG 
University of South Carolina 
ICUA; Chemonics 
Foundarion for LG Reform 
National Association of Mayors 
Regional municipal associations 
Donors (U.K., EU PHARE, 
Ndherlandr,Germany, Swifzerland) 
GOB Minishy of Regional 
Development and C o n s t r ~ ~ t i ~ n  
GOB municipal governments 

LR 2.3.18: Capacity of local 
govenunent to lobby central 

government increased 

Timefume: I998 
Development Partners: KPMG 
University of Sorctlt Corolinn 
ICMA; Chemonics 
Foundation for Local 
Government (LC) Reform 
Notional Association of Mnyors 
Regional municipal as&cintions 
Donors (U. K., ELI PHARE, 
Neiherlandr,Germany, Switzerland) 
GOB Ministry of Regional 
Development and Construbion 

LR2.3.2: Increased Capacity of 
LG to DeUver Muntelpal Services 

Timefiame: 2001 
Development Partners: KPMG 
University of South Carolina 
I C M ;  Chemonics 
Foundation for LC Reform 
Regional municipal associations 
Donors (U.K., EU PHARE, 
Netherlandr,Gennany, Sniherlnnd) 
GOB Miiistry of Regional 
Development and Constrtdion 

1.R 2.3.2a: Local government 
ability in financial management 

enhanced 

Timefinme: 1999 
Development Partners: KPMG 
University of South Carolina 
ICMA; Chemonics 
Foundation for LC Reform 
Regional municipal associntions 
GOB Minishy of Regional 
Development nnd Construction 

LR 2.3.2b: Establish sustainable 
in-country training capability 

Timeframe: 1997 
Development Partners: KPMG 
Chemonics 
Foundation for LC Reform 
Regional municipnl nssocintions 
GOB Ministry of Regionnl 
Development nnd Construction 
Local Universities 

I.R.2.3.2~: Improved capacity 
in public information and 

cltlzen Involvement 

Timeframe: 2000 
Development Partners: KPMG 
University of Sonth Carolina 
ICMA 
Bulgarian Association for 
Foir Elections and 
Civil Rights (BAFECR) 
Fortndation for LG Reform 
Regional municipal associatwns 
GOB Ministry of Regional 
Development and Construction 



PART 11: RESULTS FRAMEWORK NARRATIVE 

Strategic Objective 2.3: More Effective, Responsive and 
Accountable Local Government 

A. TRANSITION HYPOTHESIS: 

More than fifty years of monolithic, undemocratic rule left a highly 
centralized government framework which, coupled with increasing 
apathy among the public, present significant impediments to the 
development of a sustainable democracy. Decentralization and the 
strengthening of local government, along with support to develop 
strong non-governmental organizations (SO 2.1), will be pivotal in 
reversing years of overcentralization, and for building strong 
democratic foundations from the local, grass-roots level. Being the 
people's closest and most accessible unit of government, municipal 
government is in the best position to change the mindsets of its 
constituents by making its functions more open and transparent as 
well as encouraging community involvement in the process of 
government. 

Non-governmental organizations bring people together on common 
issues, but their success at combating apathy requires local 
government support in bringing about visible change through 
collective action. Local government needs public support for 
strengthening its role in the eyes of the central government as well 
as with the local political systems and community. This partnership 
forms the basis for our hypothesis that building democracy from the 
bottom - up w i l l  make an e f f e c t i v e  contribution t o  the t rans i t ion  t o  
transparent, e f f e c t i v e  and accountable governance and the empowerment 
o f  c i t i z e n s .  This local-level approach will require a long 
timeframe, extending at least through 2001, but will be essential to 
build a strong, sustainable foundation for democracy. 

B. CRITICAL ASSUMPTIONS: 

1. Political will: Essential to the decentralization and devolution 
of authorities to the local level is the political will of the 
central government. Recognizing that the process of strengthening 
local government is not sustainable without this political will, 
strong support from the Ministry of Regional Development and 
Construction, has been developed and facilitated through their 
extensive participation in local government support activities. Key 
officials in the central government recognize the importance of 
avoiding intervention in local government affairs, particularly with 
municipal associations, and they support USAID assistance for 
strengthening local government and promoting decentralization. 
Additionally, donors fromthe European Community are working together 
with USAID on support to local government and municipal associations, 
creating a broad donor support base for decentralization. 

2. Local level commitment: Support and commitment from local level 
officials for local government reform is essential to success. 
Additionally, replication of successful models will require the 
support of the officials from other municipalities. Since most local 
government issues are non-partisan (e.g., garbage collection), 
assistance to local government is not swayed by partisan politics but 

4 2  



by the initiative and impact of the municipal government in question, 
and the mayors from the ten target municipalities clearly understand 
this. Ownership by the newly-elected local officials in the proposed 
assistance has been developed through the mayors' modification, 
endorsement and complete involvement with the LGI municipal 
development plans for their municipalities. They clearly now realize 
that they will play a key role with the program's implementation and 
its success through the duration of their term as mayor. 

3. Civil society support: The development of a civil society that 
derives its strength from the local, grass-roots level is also key. 
Local governments cannot handle the task without support vehicles 
from the community, and non-governmental organizations will play a 
key role in facilitating citizen's participation in government (SO 
2.1). 

4. Political stability: Political stability is also necessary to 
provide the supportive environment for local governments to move 
forward with improving their effectiveness, responsiveness and 
accountability. Frequently changing or inconsistent direction from 
the central level or instability at the local level will thwart 
progress with needed reforms. The new socialist government has the 
support of the majority of Bulgarians and should provide greater 
political stability than past governments. 

C. CAUSAL LINKAGES: 

The EN1 program objective was adopted as the strategic objective 
since effectiveness, responsiveness and accountability are essential 
areas for strengthening local government in Bulgaria. The two first- 
level, Intermediate Results (IR) provide the framework for addressing 
these areas. 

IR 2.3.1, llImproved l e g a l / r e g u l a t o r y  framework t h a t  s u p p o r t s  l o c a l  
s e l f - g o ~ e r n m e n t , ~ ~  is a key result that must be achieved to reach the 
strategic objective. The current legal/regulatory framework still 
maintains a highly centralized structure, leaving local governments 
with little authority to manage their responsibilities. Local 
government officials are left with few options but to frequently seek 
resources and/or approvals from the central government. An improved 
legal/regulatory framework which promulgates decentralization will 
be essential to achievingthe strategic objective. Effectiveness and 
responsiveness will be improved through providing local government 
officials with the authority to resolve local level issues (e.g., 
municipal funds to be provided for staff salaries) without having to 
exhaust time in seeking an audience with and approvals from the 
central government. Accountability will be improved by placing the 
responsibility and authority for local-level matters clearly in the 
hands of local government officials. USAID-financed technical 
assistanceto local and central authorities for drafting legislation, 
supported by seminars and training for central government officials, 
is expected to result in. the adoption of new laws favoring 
decentralization, including a new law on municipal finance that will 
give municipalities greater control of financial resources. This 
process should lead to the improved legal and regulatory framework 
necessary for effective local government. 

IR 2.3. l a ,  " C a p a c i t y  o f  l o c a l  government t o  l o b b y  c e n t r a l  government 
i nc reased , "  is a key sub-intermediate result that will provide the 
critical input to improving the legal/regulatory framework. Through 
USAID support for associations of l ~ ~ a l g ~ ~ e r n m e n t ~ ,  local government 



officials are learning that they are more effective at lobbying the 
central government through working together rather than through 
individual efforts. Last Spring, a collective effort on the part of 
mayors resulted in a successful lobbying effort to provide input on 
an amendment to the law on the structure of local government. A 
national association of mayors is being registered and will need to 
develop its capacity to lobby the central government as well as to 
represent and involve its membership. USAID support will build the 
capacity of the municipal associations so that they improve their 
ability to develop policy positions and procedures for lobbying the 
central government. 

I R  2.3.2, l1 Increased capac i t y  o f  1 ocal government t o  d e l i v e r  
municipal serv ices , "  addresses the other key result essential to 
reach the strategic objective. In order to strengthen local 
governments, it is essential that they develop the capacity to handle 
greater authorities as well as to support the needs of their 
constituents. Effectiveness will be improved by streamlining, 
expediting, and costing appropriately municipal services. Building 
the capacity of local governments to improve 
communications/information dissemination and customer services to 
their constituents will substantially impact responsiveness. Making 
municipal services more open and transparent will improve 
accountability. USAID assistance is building these capabilities in 
ten target municipalities through the development and implementation 
support for municipal development plans under the Local Government 
Initiative (LGI). These 10 will serve as successful models of more 
effective, responsive, and accountable local government for 
replication by other municipalities as well as for central government 
policy makers. One element of the LGI provides orientation training 
abroad to central government policy makers and their local government 
partners. Four sub-intermediate results directly support 
achievement of IR 2.3.2. 

I R  2.3.2a, tlLocal government a b i l i t y  i n  f inanc ia l  management 
enhanced," addresses the requirement that in order for local 
government to increase its capacity to deliver municipal services, 
it must have the ability to raise the funds as well as manage the use 
of those funds. Financial management is an essential function for 
any local government, and USAID will assist the ten target 
municipalities in developing the means for increasing own-source 
revenues, implementing cost reduction programs, and costing 
appropriately municipal services. 

I R  2.3.2b, " E s t a b l i s h  sus ta inab le  in-country  t r a i n i n g  c a p a b i l i t y ,  l1 

addresses the need to build the capacity of 256 municipalities in 
managing and delivering municipal services. USAID assistance will 
develop the institutional capacity for formal public administration 
training to local government officials and staff, particularly in 
building the organizational and management skills essential to handle 
the authorities provided to the local level through decentralization. 

I R  2.3.2c, tlImproved capac i t y  i n  p b l i c  in format ion  and c i t i z e n  
involvement," addresses the capabilities of local government to 
communicate with their constituents and encourage citizen involvement 
with local issues. USAID assistance will work with local government 
officials to improve their communication skills (e.g., town meetings, 
press briefings, etc.) and support projects which use public 
participation to achieve specific community improvements. Improving 
outreach to the community will result in the public being better 
informed about municipal services as well as its improvement through 



their input. 

IR 2.3.2d, llIncreased capability in asset management and capital 
planning," addresses the role of local government in promoting 
economic development of the community. USAID assistance in municipal 
privatization and in developing public/private partnerships through 
activities such as new Economic planning Agencies demonstrate how 
local government can take steps to promote local economic 
development. A stronger local economy directly supports the capacity 
of local government to deliver municipal services through a healthier 
tax base as well as stronger local enterprises that provide 
employment and future growth opportunity. 
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Table I - Performance Data 

Baseline. Taraets. and Actual Results 

S.O. 2.3: MORE EFFECTIVE AND ACCOUNTABLE GOVERNMENT 

INDICATOR DEFINITIONa AND 
UNIT OF 

-- 

TARGETS AND ACTUAL RESULTS 

BASELINE DATA 1996 1997 1998 1999 I 2000 

MEASUREMENT 

YEAR VALUE Target Actual Target Actual Target Actual Target Actual Target Actual 



I TARGETS AND ACTUAL RESULTS 

INDICATOR DEFINITION* AND I BASELINE DATA 1996 1997 1998 
PS#=ORMANCE INDICATOR 

1999 

Target Actual I 

NIA 

MEASUREMENT I+ Actual Target Actual Target Actual Actual 

5) % of  non-target 
municipalities making a1 
budgets available t o  the 
public prior t o  approval; and 
b) expenditure statements 
available to the ~ u b l i c  

6)  a. Number of privatized 
municipal entities 

a) includes enterprises or 
businesses and real estate 
owned by 35 municipalities. Tht 
35  municipa'ties include the 22 
target municipalities plus an 
additional 1 3  municipalities 
which own significant assets 
that could be privatized. b l  
includes the 22 target mun. 
only. The value will be reported 
in  dollars and represents the 
actual sale price. 

tbd 

b. Value of privatized 
municipal entities 

I 
(1 IR 2.3.1: /mp.oved Legd and Regubtary Fiamewark Suplpors L d  Salf-Govanment 
i 

1) law on municipal finance 
implemented 

a. Law is adopted (yeslno) 1995 

b. The law meets minimal 1995 
standards to enhance the right o f  
municipalities to generate 
revenue and have discretion over 
their expenditures (yeslno) 

c. Law is implemented 1995 
(additional regulations do not  
weaken the law; existing 
provisions are respected) 
(yeslpartlylnot at all) 

- -~ 

no 

nla 

nla 





2) Number of target 
municipalities using open, I 
competitive bidding for major 1 '  t 

3) Number of municipalities 
with a more accurate and up 
to date civil registry 

4) Number of new techniques 
adopted by at least 4 cities 
(among a) target 
municipalities; and b) non- 
target municipalities) 

IR 2-3.2a: L d  Goven 

1 I Financial Management 
Information System 
operational (proxy indicator) 

II 21 auditslaudit 
recommendations 

31 Number of target 
municipalities with an 
accurate system of property 
records 

INDICATOR DEFINITIONn AND 
UNIT OF 

MEASUREMENT 

h o n g  the 10 target munic. 
Procurements are advertised, 
:ompeted. and independent 
aview panel of 3 made decision. 
Veeds to be at least two 
:ompetitive procurements per 
(ear for target munic. to be 
:ounted 

The provisions of the law for 
:ivil registration are met in the 
:en target municipalities 

b e  denominator includes all 
approaches, techniques or 
nodels which USAID and the 
Jrban Institute are trying to 
xopagate. Four municipalities is 
:onsidered to be a threshold - if 
In approach is replicated with 
sasonable success by four. 
~thers are likely to pick it up. 

mentA4JtyrirFrrrancidM, 

Number of target municipalities 
with an operational MIS. Two 
criteria must be met - the 
financial data must be up-to-date 
and financial statements must be 
produced accurately and 
regularly 

potential utility being explored 

Number of the 10 target 
municipalities implementing an 
automated, up to date list of 
municipally-owned property 

I TARQETS AND ACTUAL RESULTS 

PERFORMANCE INDICATOR 

mgement E h a d  

I 

BASELINE DATA 

IR 2.3.2b: LttabEsh S t c s W d  1- Training C a m  

1996 1997 1998 1999 2000 



TARGETS AND ACTUAL RESULTS 

PC31FORMANCE'NMCAT0R INDICATOR DEFINITION" AND BASELINE DATA I I UNIT OF 

U3 2.3.2~: lmpoved Cap&&y in R M c  Inf- and Ciiimn InvanRment I 

1 )  # training modules 
implemented by Bulgarian 
institutionb) 

1) average number of public Among ten target municipalities I 1995 I 0 I 1 in 2 1 
hearings held by target I munic. 

l l i n B  I 
munic. 

1996 

MEASUREMENT 

# training modules implemented 
by trained trainers at least once 
per annurn 

2) percent of non-target I Any municipality that holds at 1 1995 1 0 1 0 1 1 0  I 13 1 1 5  1 110  I 

1998 1997 

Date of revision: May 10, 1996 

1999 

YEAR 

1995 

municipalities holding public 
hearings 

2000 

VALUE 

0 

Target 

0 

least one public hearing in  a year 
will be counted 

Actual 

I I I I I I I I 

Target 

4 

Actual Target 

6 

Actual Target 

10 

Actual Target 

10 

Actual 
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Podkrepa Cotfederaion 

of labor, Coqfederation of 
Independent Trade Unions 



PART 11: RESULTS FRAMEWORK NARRATIVE 

S.O. 3.2 Improved Fiscal sustainability of 
Social Benefits and Services 

A. TRANSITION HYPOTHESIS: 

Strategic Objective 3.2. Improved S u s t a i n a b i l i t y  o f  S o c i a l  B e n e f i t s  
and Services addresses an issue of crucial significance for the 
transition process in Bulgaria. Though OAR/Sofia did not have a 
separate strategic objective for the social sector at the time when 
the Country Strategy Document was drafted, we subsequently decided 
to increase our focus in the area, led by the conviction that the 
inability to manage properly the social dimension of the reform has 
become a threat to its success (the changes in government and the 
slowdown of economic restructuring are an obvious evidence of this 
correlation), and by the strong commitment to reform in this area 
exhibited by the new Socialist Government. Moreover, the USG1s 
present work in labor market reform has produced clear impact and 
helped prepare the groundwork for greater investments in this sector 
by other donors (the World Bank and the European Union are carrying 
our or planning major investments in social insurance reform, health, 
welfare and employment). 

The selection of this strategic objective, therefore, will promote 
the U.S. development assistance program in Bulgaria by helping 
s t r e n g t h e n  the c a p a c i t y  t o  manage the human d imens ion  o f  t h e  
t r a n s i t i o n  t o  democracy,  which is an EN1 transition goal. In the EN1 
Strategic Framework the Strategic Objective of Improved 
S u s t a i n a b i l i t y  o f  S o c i a l  B e n e f i t s  and Services embraces a range of 
policy initiatives, pilot efforts and reform programs to redefine 
government roles at national and local levels for delivery of social 
services and benefits. In Bulgaria we decided to narrow further the 
content of this Strategic Objective to Improved F i s c a l  S u s t a i n a b i l i t y  
o f  S o c i a l  Benef i ts  and Services. This focus is appropriate because 
the existing social benefit arrangements represent a major threat to 
the fiscal stability of the country, as the current system is not 
able to collect enough resources, individual life earnings are not 
linked with benefits, and records are in a miserable shape. This is 
complemented by a number of other incompatibilities like the supply 
of unsustainable subsidized and untargeted benefits for nearly all 
elements of the population, regardless of income or length of 
service, and the absence of important social support typical of 
market oriented economic systems (unemployment insurance, means- 
tested poverty relief, and adequate or appropriate investment 
opportunities to support pension funds). 

B. CRITICAL ASSUMPTIONS: 

The existing benefit system is already undergoing substantial reforms 
towards overcoming the above described deficiencies. The strategic 
objective, however, requires a whole sequence of steps and 
conditions, unrelated to USAID interventions, to guarantee it,s 
achievement. The following assumptions are crucial to success: 

1. Isolation from Politics. The S o c i a l  I n surance  Fund, that was 
separated from the state budget in 1995 must not be subject to 



centralized state control and political influences. We have current 
grounds to believe that this will not happen, as the management of 
the Fund is to be carried out by the National Social Security 
Institute, established under The Law f o r  Social  Insurance Fund ( 2 8  
November, 1995). The National Social Security Institute will report 
to the National Assembly, and its principal governing body - the 
Supervisory Council will be established on tri-partite principles: 
representatives of the unions, the employers, and an equal number of 
representatives of the Council of Ministers. 

2. IBRD Support. The IBRD social insurance investment loan to the 
GOB must be negotiated and made available by 1996197. After several 
World Bank missions to Bulgaria negotiations with GOB on the social 
insurance investment loan for improving the operational efficiency 
of the system and strengthening the institutional capacity of the 
recently established National Social Security Institute have reached 
their final stage. The loan is on the schedule of the World Bank 
Board for July this year. 

3. Timely Legal Framework. The GOB should speed up the process of 
enforcing the missing social legislation: the Law on Voluntary Social 
Insurance for Additional Pension; the Law on Health Insurance, the 
Unemployment Insurance Law, an OHSA-type Law, etc. All above bills 
have been prepared in a draft and circulated for comments. A copy of 
the Law on Voluntary Social Insurance for Additional pension has been 
submitted to USAID for comments, and has also been given to the 
unions and the employers. The other bills are in the 1996 schedule 
of the National Assembly. 

4. Donor Coordination. The efforts of the foreign donors should be 
well coordinated. Coordination has been a problem in the past, 
especially in view of the tendency of the Bulgarian Government to 
approach all foreign donors with much the same proposals. Recently 
the World Bank initiated regular Donor Coordination meetings that 
have proved to be a valuable instrument in avoiding duplications and 
increasing synergies. 

C. CAUSAL LINKAGES: 

IR 3.2.1: The establishment of a Viable Social Security System is the 
first and most significant step towards the achievement of improved 
fiscal sustainability of the social benefits and services. This 
overall effort has strong GOB support and is also a priority for 
other donors. We accordingly believe that there is a good basis for 
success. A reformed and well structured system of social security is 
essential to the achievement of fiscal sustainability of social 
benefits and services. At the core of this effort is the creation of 
a comprehensive, automated Integrated Information System (IIS), based 
on a unique identifier for each individual and enterprise. The first 
step in the development of the IIS would be the creation of a 
central register, containing information on employers, self-employed, 
employees and pensioners, with key biographical data and personal 
earnings history. USAID has already contributed to this effort by 
sending high ranking officials abroad to work with models and methods 
for short-term and long-term actuarial forecasting and plans to 
continue this work in close coordination with the World Bank. 

IR 3.2.2: Administration of Social Benefits and Services Responsive 
to Local Variation needs to be established , in order to achieve 
results at the SO level that are sustainable. The state, at various 
administrative levels, was the center of the old system in the 



provision of nearly all kinds of social services. The systems for 
social protection were strongly centralized too. In addition, the 
state-owned enterprise was the source or administrator of numerous 
subsidies and social benefits, including low-cost housing, day care 
and health services. These systems have now collapsed, and we have 
been faced with the task of making benefit systems market-compatible 
and affordable - something that can best be done on the local level. 
During the past couple of years USAID has been successfully 
contributing to the improvement of local budget management, 
especially as regards social welfare (the welfare benefits are paid 
by the municipalities in Bulgaria), and the hospital budget 
allocations. Considerable budget savings were made by the pilot 
municipalities following the introduction of a model community 
approach to the work-force- needs of socially disadvantaged groups, 
elaborated by USDOL. USAID assistance also helped develop up-to- 
date coding practices to assist municipal hospitals calculate the 
actual costs per patient, thus laying the basis towards a broad 
reform in hospital finance. 

IR 3.2 .3:  I n c r e a s e d  P u b l i c  Acceptance  o f  the Reform o f  S o c i a l  
B e n e f i t s  and Services is a key to the success of the reform. With the 
establishment of the independent Social Security Institute, it is 
increasingly important that the policy reforms be introduced in a 
positive environment, with good public outreach through education and 
informational materials. Currently public relations activities are 
only performed sporadically and in a reactive, rather than pro-active 
fashion. USAID funding through USDOL helped train key staff of the 
Bulgarian Ministry of Labor and Social Welfare on the fundamentals 
of public affairs and social marketing. This effort will continue in 
the context of the World Bank loan, where assistance will be rendered 
in setting up a PR office at the Social Security Institute, and the 
development of procedures and outreach for the staff of the PR 
Office. 

I R  3 .2 .4:  Organ i zed  Labor S u p p o r t s  S u s t a i n a b l e  S o c i a l  B e n e f i t s  and 
Services is the fourth intermediate result, contributing to the SO. 
Social reform would have a much stronger chance of success if it is 
implemented in the absence of industrial conflicts, under a system 
for labor-management relations that includes effective tri-partite 
structures, bargaining and conflict resolution. USAID has been 
contributing to this result through support for the mass lay offs 
response model and the grievance mechanisms developed with FTUI's 
help. The Labor counseling centers that are now being set up with 
USAIDts help will further promote this process and prevent 
unscrupulous and under-the table actions. 



PART Ill: PERFORMANCE ASSESSMENT 
Table I - Performance Data 

Baseline, Tartjets. and Actual Results 

iD FISCAL SUSTAINABILITY OF SOCIAL BENEFITS AND SERVICES 

1 
S.O. 3.2: IMPRO1 

PWK)RMANCE INDICATOR 

= 
RESULT 
LNEL 
6.0. 
OR 1.R.) 
hND 
NO. - - 
SO 3.2 

- - 

TIIICETS AND ACTUAL RESULTS 

RESULT S T A T a M T  INDICATOR DEFINITION* AND 
UNIT OF 

MEASLIRMENT 

EASEUNE DATA 
21 - 

T.1g.t - - 

Yes 

- - 

1 - 
Terpt  - - 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yas 

- 

I - 
A c W  T.1g.t - - 

Yes 

Yes 

- 

Improvul FIud SmldnablIIly ot I. Sound readadon I n  dm*. 
bodd  EermfIts mnd Servlcn I 1.Dsfinldon: h v l d o n  of thm 

m w  sxisdna Imddatlon: new 
MIIs adopud: 

Amandmma In the Labor Cod. 

Amendments In  Pendons Act 

New Psndom Act 

New Employment Act 

Hadth lmumnce Act 

Occupetlonl Safely Act 

M E  act 

Unit: v n m o  

2. OaUnltlon: Four key funds set 
up to manag. the R8cd 
swtalnaMIIly of tha df farmt  
=mid benefits and setvlcss: 

I P a d o n  Fund 

il Unemployment Fund 

Ill Hsdth In8ursnce 
Fund 

lv tndlntrld Acddcnn 
Fund 

Unit: VwINo 

3. Oeflddon: S y . t m  wNch wlll 
h d p  I r np lmmt  modern peytdl 
lax cd lndon  . monltor 
ravsnws end q m n d t u r a  and 
Wenp tbn  forecndnp 
capablllUas. 

- e s ~ ~ ~ ~  
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INDICATOR OWNITION. AND BASWNE DATA 
UNIT OF 1991 

MEASUIMMT I 
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Wndr d Ibvdm of M d n g  
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following groups: 
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daagarng.t.d bV cat.WW 
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RESULT 

L w n  

6.0. OR 

I.R.1 

AND 

NO. 

- - 
4.1 

- 
4.2 la1 

4.2 l b l  

- 
4.2 101 

4.3 

RESULT STATEMENT 

- 

Th. American Unlvsrdty of Bulgarla 

(Atma1 

Blodvsrslty Conmrvadon: Qlobd 

Envlrormentd Fadllty 

US.  Nuclear Regulatory Cmmlsrlon 
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Europe 
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Table I - Performance Data 

Baseline. Taraets, and Actual Results 

S.O. 4.x: CROSS-CUTTING PROGRAMS AND SPECIAL INITIATIVES 

PERFORMANCE INOICATOR 

Tranddan to tinonold self-rlniclancy 

by th. Alma 

Blodverdty agreements or pdicies 

dracdng govermsntd acdonr 

approvad 

Bbdivardlq staff resources 

moblllzad 

Improved blodvardty managmen1 

pracdcer carried out 

Safety andyses performad at 

Ko~ludhy Nuclear Power plant by 

Bdgarlen lnrpactorr 

Trddng planlud. Imdmnmtad and 

svdualed In tam* of program 

ob ldve  and impact 

INMCATOR OWNINON. AND 

UNIT OF 

MEASUREMENT 

Daflnidon: Qross cash daflclt 

Udt: mllllon US $ 

Unit: nunbar each yaw 

Oeflddon: parmansndy 

smployad for blodverdty 

conservedon 

Unit: added each year 

Daflnidon: 

Unlt: nunbar aach vear 

Definition: 

Unlt: nunbet 

Daflnidon: change In  annud 

Unit: parcant 

TAROETS AND ACTUAL RESULTS 


