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Explanatory Notes 

N tions in Transit 2002 measures progress and setbacks in political and economic 
eform in 27 countries of Central and Eastern Europe and the New Independent 
tates of the former Soviet Union. This volume, which covers events from No-

vember 1, 2000, through December 31, 2001, is an updated edition of surveys published in 
2001, 2000, 1998, 1997, and 1995. 

The country reports in Nations in Transit 2002 follow an essay format that allowed the 
authors to provide a broad analysis of the progress of democratic change in their country of 
expertise. Freedom House provided report authors a detailed methodology and a checklist 
of questions covering three principal topics: democratization, the rule of Jaw, and economic 
liberalization. Each report follows this general order: 

Democratization 
POLITICAL PROCESS. Examines national executive and legislative elections, the devel­

opment of multiparty systems, and popular participation in the political process. 
CIVIL SOCIETY Assesses the growth of nongovernmental organizations, their organiza­

tional capacity and financial sustainability, and the legal and political environment 
in which they function; the development of free trade unions; and interest group 
participation in the policy process. 

INDEPENDENT MEDIA. Addresses the legal framework and the present state of press 
freedom, including libel Jaws, harassment of journalists, editorial independence, 
the emergence of a financially viable private press, and Internet access for private 
citizens. 

GOVERNANCE AND PUBLIC ADMINISTRATION. Considers the authority of legislative 
bodies; decentralization of power; the responsibilities, election, and management 
of local government bodies; and legislative and executive transparency. 
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RuJe of Law 
CONSTITUTIONAL, LEGISLATIVE, AND JUDICIAL FRAMEWORK. Highlights constitutional 

reform, human rights protection, criminal code reform, the judiciary and judicial 
independence, and the status of ethnic minority rights. 

CORRUPTION. Looks at perceptions of corruption in the civil service, the business 
interests of top poli<..-y makers, laws on financial disclosure and conflict of interest, 
and anticorruption initiatives. 

Economic Liberalization and Social Indicators 
For this section, Freedom House asked report authors to consider the broad categories of 
privatization, macroeconomic policy, and microeconomic policy and then to focus their 
remarks on specific issues such as tax reform, property rights, trade liberalization, and un­
employment that have a substantive or direct bearing on the overall progress of democrati­
zation and internal stabilization in the country they are covering. 

RATINGS METHODOLOGY 
For all 27 countries in the survey, Freedom House, in consultation with the report authors 
and a panel of academic advisers, has provided numerical ratings for the subcategories listed 
above. The ratings are based on a scale of 1 to 7, with 1 representing the highest and 7 the 
lowest level of democratic progress. These ratings are then averaged to obtain scores for: 

DEMOCRATIZATION. Average of ratings for Political Process, Civil Society, Indepen­
dent Media, and Governance and Public Administration. 

RULE OF LAW. Average of ratings for Constitutional, Legislative, and Judicial Frame­
work and Corruption. 

ECONOMIC LIBERALIZATION. Average of ratings for Privatization, Macroeconomic 
Policy, and Microeconomic Policy. 

The header page for each country report contains a score history. Scores that have 
changed by less than .25 points since the previous survey period are indicated by a single 
upward or downward arrow. Changes of .25 or more are indicated by a double upward or 
downward arrow. The ratings history for each subcategory is contained within the text of 
the report. 

As with Freedom in the World, Freedom House's annual comparative survey of political 
rights and civil liberties, Nations in Transit does not rate governments per se, nor does it 
rate countries based on governmental intentions or legislation alone. Rather, a country's 
ratings are determined by considering the practical effect of the state and nongovernmental 
actors (business oligarchies, social movements, insurgencies, and other groups that function 
outside of the normal political and civic process) on an individual's rights and freedoms. 
These ratings, which should not be taken as absolute indicators of the situation in a given 
country, are valuable for making general assessments of how democratic or authoritarian a 
country is. They allow for comparative analysis of reform among the countries surveyed and 
for analysis of long-term developments in a particular country. 
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The ratings process for Nations in Transit 2002 involved four main steps. First, the 
authors of the individual country reports suggested preliminary ratings in all nine catego­
ries. Second, the academic advisers in the United States and in the CEE-NIS region re­
viewed the ratings and established a consensus. Third, Freedom House allowed report au­
thors to contest individual ratings if the advisers agreed on a change that exceeded the 
original proposal by more than .50 points. Fourth, Freedom House staff reviewed and 
approved the final ratings and used these results to draw broad conclusions about the level 
of democratization, the rule of law, and economic liberalization in each country. 

RESEARCH TEAM AND DATA SOURCES 
Freedom House developed the initial survey and subsequent editions after consultations with 
the U.S. Agency for International Development. Freedom House staff members and consult­
ants researched and wrote the country reports. Consultants are generally specialists at the 
Ph.D. level who were recommended by recognized authorities on their respective regions. 
The research team used a wide variety of sources in writing the reports, including information 
from nongovernmental organizations, multilateral lending institutions and other international 
organizations, local newspapers and magazines, and select government data. 

The economic and social data contained in the tables and header pages of the 2002 
edition were taken from the following sources: 

ETHNIC GROUPS: The World Factbook 2001 (Washington: Central Intelligence Agency, 
2001). 

EXPORTS/IMPORTS: Transition Report 2001 (London: European Bank for Reconstruc­
tion and Development, 2001 ). Data for 2000 are estimates. Data for 2001 are 
projections. 

FOREIGN DIRECT INVESTMENT: Transition Report 2001 (London: European Bank for 
Reconstruction and Development, 2001 ). Data for 2000 arc estimates. Data for 
2001 are projections. Cumulative and per capita data are from the Transition R e­
port Update (May 2002). 

REAL GDP GROWTH: Transition Report 2001 (London: European Bank for Recon­
struction and Development, 2001 ). Data for 2000 are preliminary actuals. Data 
for 2001 are projections. 

GDP PER CAPITA: Transition Report Update (London: European Bank for Reconstruc­
tion and Development, May 2002 ). Data for 2001 are estimates. 

GNI PER CAPITA AT PPP: World Development Indicators 2002 (Washington: World Bank, 
2002). According to the World Bank, "[Gross national income] (formerly referred 
to as gross national product, or GNP) measures the total domestic and foreign value 
added claimed by residents. GNI comprises GDP plus net receipts of primary in­
come (compensation of employees and property income) from nonresident sources." 

INFLATION RATE (annual average): Transition Report 2001 (London: European Bank 
for Reconstruction and Development, 2001 ). Data for 2000 are preliminary actuals. 
Data for 2001 are projections. 
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LIFE EXPECTANCY: World Development Indicators 2002 (Washington: World Bank, 2002 ) 
and 2001 World Population Data Sheet (Washington: Population Reference Bu­
reau, 2001 ). 

POPULATION: 2001 World Population Data Sheet (Washington: Population Reference 
Bureau, 2001 ). 

PRIVATE SECTOR SHARE OF GDP: Transition Report 2001 (London: European Bank for 
Reconstruction and Development, 2001). This is a mid-2001 estimate. 

UNEMPLOYMENT: Transition Report Update (London: European Bank for Recon­
struction and Development, May 2002). Data for 2001 are estimates. 
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Nations in Transit 2002: 
A Mixed Picture of Change 
Adrian J(aratnycky 

T is is the sixth edition of Nations in Transit, the only comprehensive, comparative 
tudy of post-Communist political and economic transitions in Central and Eastern 

Europe and Eurasia. Covering 27 countries, Nations in Transit 2002 provides an 
overview and analysis of a 14-month-long period of change beginning November 1, 2000, 
and ending December 31, 2001. This study is part of a public-private initiative that is prima­
rily funded by the U.S. Agency for International Development, with additional support 
coming from the Open Society Institute and other private foundations. 

Each country report in Nations in Transit 2002 analyzes broad trends and answers a 
standard set of questions related to democratization, the rule oflaw, and economic liberal­
ization. As expert guides to progress and setbacks in transition, these reports are a valuable 
resource for policy makers, donors, nongovernmental organizations, public policy research­
ers, academics, and anyone interested in gaining a better understanding of the remarkable 
transformations occurring in the former Communist world. 

The accompanying numerical ratings are an attempt to embody in concise and com­
parative form the trends and analysis contained in the country reports. The Democratiza­
tion score encompasses the average of ratings for four dimensions of civic and political life: 
political process, civil society, independent media, and governance and public administra­
tion. The Rule of Law score is an average derived from ratings of each country's constitu­
tional, legislative, and judicial framework, as well as the prevalence of corruption. The Eco­
nomic Liberalization score represents the average of ratings for privatization, macroeco­
nomic policy, and microeconomic policy. 

The Nations in Transit 2002ratings are based on a scale of 1to7, with 1 representing the 
optimal level of political and economic practice and 7 representing the most repressive level. 
On the basis of the ratings, Freedom House divides the countries into the following kinds of 
polities: Consolidated Democracies, Transitional Governments, and Consolidated Autocra-

Adrian Karatnycky is the president of Freedom House and a coeditor o/Nations in Transit. 
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cies. A similar typology is provided for economic policy, with countries classified as Consoli­
dated Market Economies, Transitional Economics, or Consolidated Statist Economies. 

2002 SURVEY RESULTS 
Nations in Transit 2002 found that in the period under review only three countries regis­
tered significant improvements in the democratic processes tracked by the survey, as repre­
sented by a change of .25 or more in their average Democratization score: Bosnia, Slovakia, 
and Yugoslavia. An additional six countries registered some positive upward movement, as 
represented by a positive change in score of less than .25: Albania, Azerbaijan, Bulgaria, 
Estonia, Lithuania, and Slovenia. More than a quarter of the countries in the survey regis­
tered significant slippage in their democracy ratings: the Czech Republic, Georgia, Kazakhstan, 
the Kyrgyz Republic, Macedonia, Moldova, and Ukraine. However, it is important to note 
that the Czech Republic's downward trend was not of sufficient degree to remove it from 
the upper echelon of Consolidated Democracies. 

For the period under review, four countries experienced notable improvements in 
their Rule of Law score: Bosnia, Estonia, Slovakia, and Yugoslavia. Albania and Bulgaria 
also registered positive momentum. Only two countries, Georgia and Macedonia, experi­
enced declines of .25 or more. The steepest decline was registered in Macedonia, which 
experienced an insurgency in 2001 in areas populated by the country's Albanian minority. 

In terms of Economic Liberalization, nine countries received an improvement in their 
score of more than .25 points. These were: Albania, Azerbaijan, Bulgaria, Kazakhstan, the 
Kyrgyz Republic, Lithuania, Russia, Slovakia, and Yugoslavia. Only two countries, Moldova 
and Poland, experienced a decline of .25 points or more. 

According to the results of Nations in Transit 2002, 10 of the 27 countries qualify as 
Consolidated Democracies: Bulgaria, Croatia, the Czech Republic, Estonia, Hungary, Latvia, 
Lithuania, Poland, Slovakia, and Slovenia. Fourteen countries fall into the category of Tran­
sitional Governments: Albania, Armenia, Azerbaijan, Bosnia, Georgia, Kazakhstan, the Kyrgyz 
Republic, Macedonia, Moldova, Romania, Russia, Tajikistan, Ukraine, and Yugoslavia. Of 
these countries, Albania, Romania, and Yugoslavia represent the upper tier and are best 
positioned to enter the ranks of the Consolidated Democracies. Belarus, Turkmenistan, and 
Uzbekistan remain Consolidated Autocracies and show no momentum toward meaningful 
political liberalization. 

Nine countries qualified as Consolidated Market Economies: Bulgaria, the Czech Re­
public, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia, and Slovenia. A further fif­
teen states fell into the category of Transitional Economies: Albania, Armenia, Azerbaijan, 
Bosnia, Croatia, Georgia, Kazakhstan, the Kyrgyz Republic, Macedonia, Moldova, Roma­
nia, Russia, Tajikistan, Ukraine, and Yugoslavia. Three states have Consolidated Statist Econo­
mies: Belarus, Turkmenistan, and Uzbekistan. 

Taken as a whole, the findings of Nations in Transit 2002 present a mixed picture of 
change. However, when one looks at trends registered in the survey over a five-year period, 
another picture emerges--one of significant progress in the countries of Central and East­
ern Europe. The Democratization scores for these countries (including the Baltic states) 
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improved from an average of 3.12 in 1998 to 2.73 by 2002. The median Democratization 
score for the region progressed even more significantly from 3.55 to 2.13. 

Unfortunately, such progress contrasts markedly with trends in the states of the former 
Soviet Union. The average Democratization score for tlle twelve new countries that emerged 
from tlle disintegration of the USSR declined from 5 .2 3 in 1998 to 5 .41 in the 2002 report. 
Likewise, the median Democratization score tell from 5.08 in 1998 to 5.41 in the 2002 
report. As noted in the previous edition of Nations in Transit, scores like these point to a 
widening and worrisome democracy gap between the Central and Eastern European states 
that were under totalitarian rule from the Second World War until 1989 and those countries 
that were part of the Soviet Union largely from the outset of the Bolshevik Revolution. 

By contrast, both of these regional-political cohorts have shown progress in matters of 
economic reform since 1998. The average Economic Liberalization score for Central and 
Eastern Europe improved from 3.37 in 1998 to 3.11 in the 2002 study; the median score 
for the region improved significantly from 3.58 to 2.42. Among the former Soviet republics 
(excluding the Baltics ), progress in the direction of economic reform has been more limited. 
The average Economic Liberalization score rose from 4.94 in 1998 to 4.71 in the 2002 
report, while the median score progressed from 4.63 to 4.34. 

REFORM PESSIMISM 
The glaring lack of democratic progress in many of the former Soviet states-and in coun­
tries throughout the developing world-has generated a new literature of pessimism con­
cerning reform and reform potential. Two examples of this genre are Larry Diamond's 
"Thinking about Hybrid Regimes" and Tom Carothers' "The End of the Transition Para­
digm," both of which take a skeptical look at the quality of democratic reform in the region. 
(These important essays appeared in the April 2002 and January 2002 editions, respectively, 
of the ] 011rnal of Democracy.) 

Diamond labels Armenia, Georgia, Macedonia, and Ukraine as "ambiguous regimes" 
and suggests that they not only stand outside the cohort of liberal democracies but also fail 
to meet the far less stringent standards that would qualify them as "electoral democracies." 
Moreover, he classifies Belarus, Bosnia, and Russia together as "competitive authoritarian" 
states that at least meet the criteria of having significant parliamentary oppositions. 

Carothers argues that efforts to promote change in much of the former Soviet Union 
have largely failed . Or, more specifically, he writes that "much of the democracy aid based 
on [the transition] paradigm is exhausted. Where the paradigm fits well-in the small num­
ber of clearly successful transitions-the aid is not much needed. Where democracy aid is 
needed most ... the paradigm fits poorly." 

However, it is possible that both Diamond and Carothers have underestimated the 
level of political dynamism and reform potential in many countries whose transitions have 
seemingly reversed or stalled. That is, it is right to say that states like Georgia, Macedonia, 
Russia, Ukraine, and the de facto international protectorate of Bosnia and Herzegovina 
have far to go in achieving broad-based democratic reform. But it is wrong to underplay the 
significant changes that have occurred in each of them: the emergence of civil society sec-
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tors, the growth of economic pluralism, and the introduction of independent media and the 
free flow of information. Moreover, such changes suggest that the formal mechanisms of 
electoral democracy retain a high degree of reform potential, including the opportunity in 
certain cases and in certain cin:umstances for reformist and opposition movements to cap­
ture power or to influence policy. 

The importance of positive trends in civic life are underscored by recent events that 
suggest that even "competitive authoritarian" regimes, in which only the rudimentary mecha­
nisms of electoral politics and political pluralism remain, have the capacity for rapid progress 
toward more fulsome democratic practices. This is particularly the case in countries that 
have vigorous civil societies and independent media, albeit under intense state pressure. 
Examples of such dramatic positive democratic change include Serbia, where the authoritar­
ian regime of Slobodan Milosevic collapsed in 2000 largely as a result of mass civic mobili­
zation generated by an electoral process; Croatia, where the death of an authoritarian leader 
in 1999 led to an electoral victory by reformist opposition forces and to the deepening of 
political change in an environment in which the resources of the state and a dominant 
proportion of the media were at the service of the ruling party; and Slovakia, where a strong 
civic sector worked actively to displace a government with authoritarian proclivities in 1998. 

The March 2002 parliamentary elections in Ukraine, which fall outside the scope of 
this report, underscore that the conventional views of authoritarian regimes need some 
modification. In those elections, despite a massive effort by the ruling authorities to influ­
ence public opinion through media that either they or closely allied oligarchs control, the 
public overwhelmingly supported opposition and reform parties. Only approximately 20 
percent of voters backed parties that support President Leonid Kuchma. Post-election polls 
suggest that the majority of voters would cast their votes for opposition and reform candi­
dates in presidential elections, which are scheduled in two years. And of the 80 percent of 
voters who expressed a preference, nearly 40 percent would support former Prime Minister 
Viktor Yushchenko, who was removed from office by President Kuchma and represents an 
alternative, reformist current. All this suggests that given the emergence of civic life, rigor­
ous civic monitoring of the vote count, open discourse, freedom of association and mass 
political rallies, an educated electorate, and significant access to reliable information (often 
through alternative small-scale media), the public can make intelligent and informed deci­
sions about its political options and register its preferences at the polls, even in settings 
where wide-ranging democratic freedoms and a free press are still largely absent. 

Another form of skepticism has emerged within the analytic and policy community 
with regard to the Central European states. Some commentators, for example, have focused 
on illiberal and nationalist positions in the message of some major political leaders in the 
region. They have voiced particular concern about the appeal of far-right and populist par­
ties in such countries as Hungary, Slovakia, and Romania. 

The findings of Nations in Transit 2002 suggest that while extremist political appeals 
may command some public support, the dynamic growth ofindependent media, civic aware­
ness, and organized civic life makes it unlikely that demagogues can capture power and 
reverse democratic gains. The level of civic, media, and governmental development suggests 
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that even leaders who occasionally or systematically engage in objectionable populist rheto­
ric-and in some cases propound authoritarian solutions-would be unlikely to achieve 
their political agendas were they to come to power. 

Moreover, the findings of this survey suggest a strong correlation between the level of 
civil sociery activism and the success of transition. In many cases, the countries that have 
taken positive reform paths are those in which political openings occurred in the context of 
substantial mass-based civic activism and helped establish the basis for an engaged nongov­
ernmental sector. And today the evidence suggests that the countries of Central and Eastern 
Europe are likely to withstand any assaults on their hard-won freedoms with sustained pres­
sure from the international democratic community, indigenous civil society groups, and 
independent media outlets. 

In addition, in countries like Hungary, Slovakia, and Romania, active, liberal sectors arc 
buttressed by private economic sectors that seek to promote stability, continuity, and the 
rule of law as well. Thus, despite occasional worries about the appeal of one or another 
political demagogue, it is important to recognize the deep roots of the political and eco­
nomic changes that have occurred in states that this survey regards as having consolidated 
(or nearly consolidated) tl1eir democratic and market systems. In this sense, the emergence 
of extremist appeals in Central and Eastern Europe should not be judged by a different 
standard than the persistence of protofascists, ultranationalists, or populist demagogues who 
routinely capture the support of five, ten, or even twenty percent of the electorate in estab­
lished European democracies. 

Civil society should be understood not only as a sttigeneris component of democratic 
life. Although it indeed promotes pluralism and the dispersal of power as an independent 
force, it also presses for improved performance by a broad range of political, legal, social, 
and economic institutions. Civil society makes political parties and the media more account­
able; it monitors electoral processes; it focuses the attention of leaders on emerging prob­
lems; and it monitors the effectiveness of government in its efforts to address concrete 
problems. In addition, civic organizations help promote freedom of information by creating 
active lobbies that advocate transparency. In other words, an active civil society encourages 
better performance in most of the other categories that the Nations in Transit series surveys 
and rates. All of this suggests that there is reason to remain cautiously hopeful about the 
reform potential of many transitional countries that have veered from the reform path. 

The findings of this survey come at an important juncture in the political and eco­
nomic evolution of the post-Communist space. A number of Central and Eastern Euro­
pean countries are under serious consideration for membership in NATO: Bulgaria, Esto­
nia, Latvia, Lithuania, Romania, Slovakia, and Slovenia. Each of these countries, accord­
ing to the Nations in Transit survey, is in the upper tier of political and economic reform 
in the region. In addition, ten Central and Eastern European countries are involved in the 
European Union enlargement process: Bulgaria, the Czech Republic, Estonia, Hungary, 
Latvia, Lithuania, Romania, Poland, Slovakia, and Slovenia. Again, the most likely candi­
dates for accession are all in the upper tier of reform indicators for Democratization, the 
Rule of Law, and Economic Liberalization. Indeed, as both NATO and the European 



20 • NATIONS IN TRANSIT 

Union ponder eastward expansion, the Nations in Transit survey suggests that they can 
have confidence in the values and institutions of the candidate countries they might absorb 
in the coming years. 

THE LEGACY OF WESTERN POLICY 
The legacy of American and Western engagement in the former Communist world is hardly 
one of failure. While some regimes have moved along authoritarian trajectories and may no 
longer even be described as transitional, many other states in which reforms have stalled 
have at least seen the emergence of strong independent civic actors and alternative investiga­
tive media. For this reason, the poor performance and stalled reforms of post-Communist 
countries need not necessarily trigger a decline in the levels of aid and technical assistance 
provided them by governmental and private donors. In fact, one could argue that some of 
the deficiencies in democratic development, the rule of law, and economic reform might 
require an enhancement or targeted redirection of foreign assistance resources to help jump­
start reforms. The latent potential of even limited democratic electoral practices can provide 
opportune moments to promote new political openings and should not be underestimated. 

In the end, the data and analysis contained in Nations in Transit 2002 are optimistic in 
many of their conclusions. Although the reform path of many of the states under review is 
far from complete, as the country reports and ratings make clear, there is significant poten­
tial in a large portion of the post-Soviet countries that are less than truly free and democratic 
to overcome resistance to change and to reignite reform processes that have either stalled or 
reversed course. Like many Central and Eastern European states, they too have the potential 
to join the democratic community of nations. 
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Table A: Nations in Transit 2002 Rating and Score Summary 

COUNTRY pp cs IM GPA CLJf co PR MA Ml 

Albania 3.75 3.75 4.00 4.25 4.50 5.25 3.25 4.00 4.00 

Armenia 5.50 3.50 4.75 4.50. 5.00 5.751113.25 3.50 4.00 

Azerbaijan 5.75 4.50 5.50 6.ooall 5.25 6.2511:14.25 4.50 4.50 

Belarus 6.75 6.25 6.75 6.5011116.75 5.251116.oo 6.25 6.50 

Bosnia 4.25 4.25 4.25 5.solll 5.25 5.50 Ill 5.00 5.50 5.50 

Bulgaria 2.00 3.25 3.25 3.soBfl 3.so 4.50 1113.00 3.00 3.75 

Croatia 3.25 2.75 3.50 3.5omBI 3.75 4.5011113.25 3.50 3.75 

Czech Rep. 2.00 1.75 2.50 2.2511112.50 3.75111111 .75 2.25 2.25 . 

Estonia 1.75 2.00 1.75 2.25llJl 1.15 2.50 IJll 1.75 2.00 2.00 I 
Georgia 5.00 4.00 3.75 5.oollll 4.25 5.50 Ill 3.25 4.00 4.oo I 

Hungary 1.25 1.25 2.25 3.oollJI 2.00 3.oo 11111.so 2.50 2.00 

Kazakhstan 6.25 5.50 6.00 5.75111!16.oo 6.251111 4.00 4.25 4.50 

Kyrgyz Rep. 5.75 4.50 5.75 5.soBI 5.25 6.001!114.25 3.50 3.50 

Latvia 1.75 2.00 1.75 2.25llJI 2.00 3. 75111 2.50 2.25 2.25 

Lithuania 1.75 1.50 1.75 2.solll 2.00 3.751112.25 2.75 2.25 

Macedonia 4.50 4.00 3.75 4.2511114.75 5.501111 4.25 4.75 5.00 

Moldova 3.50 4.00 4.50 4.751114.00 6.2511114.00 4.50 4.25 

Poland 1.25 1.25 1.50 2.oolm 1.so 2.2511112.25 2.00 1.50 

Romania 3.00 3.00 3.50 3.751111114.25 4.751113.75 3.75 4.25 

Russia 4.50 4.00 5.50 5.25 .. 4.75 6.00 Ill 3.50 3.75 4.50 

Slovakia 1.75 1.75 2.00 2.25llJI 2.00 3.25 .. 2.00 2.50 2.50 

Slovenia 1.75 1.50 1.75 2.25 .. 1.75 2.0011112.50 2.00 2.00 

Tajikistan 5.25 5.00 5.75 6.0011!15.75 6.00 Ill 5.50 5.50 5.25 

Turkmenistan 7.00 7.00 7.00 6.75llJI 1.00 6.25-6.75 6.25 6.50 

Ukraine 4.50 3.75 5.50 5.oollfl 4.75 6.001114.25 4.50 4.50 

Uzbekistan 6.75 6.75 6.75 6.00 .. 6.50 6.00 .. 6.00 6.00 6.00 

Yugoslavia 3.75 3.00 3.50 4.25 .. 4.25 5.251114. 75 5.25 5.00 

Median 3.75 3.75 3.75 4.25. 4.25 5.25. 3.50 3.75 4.00 

Average 3.86 3.55 4.02 4.25- 4.11 4.85-3.66 3.87 3.93 

Notes: 
Democratization Score (DEM) =average of Political Process (PP), Civil Society (CS), Independent Media 
(IM), and Governance and Public Administration (GPA) ratings 

Rule of Law Score (ROL) =average of Constitutional, Legislative, and Judicial Framework (CLJF) and 
Corruption (CO) ratings 

Economic Liberalization Score (ECON)= average of Privatization (PR), Macroeconomic Policy (MA), and 
Microeconomic Policy (Ml) ratings 

Ratings and scores are based on a scale of 1 to 7, with 1 representing the highest level and 7 representing 
the lowest level of democratic development. The 2002 ratings and scores re Acct the period November 1, 

2000, through December 31, 2001. 
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Table B: Nations in Transit 2002 Political and Economic Classifications 

DEMOCRACY RANKINGS 

DEM SCORE ECON SCORE 

CONSOLIDATED OEMOCRACIES 

Poland 1.50 1.92 

Slovenia 1.81 2.17 

Lithuania 1.88 2.42 

Estonia 1.94 1.92 

Hungary 1.94 2.00 

Latvia 1.94 2.33 

Slovakia 1.94 2.33 

Czech Rep. 2.13 2.08 

Bulgaria 3.00 3.25 

Croatia 3.25 3.50 

TRANSITIONAL GOVERNMENTS 

Romania 3.31 3.92 

Yugoslavia 3.63 5.00 

Albania 3.94 3.75 

Macedonia 4.13 4.67 

Moldova 4.19 4.25 

Georgia 4.44 3 .75 

Armenia 4.56 3.58 

Bosnia 4.56 5.33 

Ukraine 4.69 4.42 

Russia 4.81 3.92 

Kyrgyz Rep. 5.38 3.75 

Azerbaijan 5.44 4.42 

Taiikistan 5.50 5.42 

Kazakhstan 5.88 4.25 

CONSOLIDATED AUTOCRACIES 

Uzbekistan 6.56 6.00 

Belarus 

Turkmenistan 

6.56 

6.94 

6.25 

6.50 

ECONOMY RANKINGS 

ECON SCORE DEM SCORE 

CONSOLIDATED MARKET ECONOMIES 

Poland 1.92 1 50 

Estonia 1.92 1.94 

Hungary 2.00 1.94 

Czech Rep. 2.08 2.13 

Slovenia 2.17 1.81 

Latvia 2.33 1.94 

Slovakia 2.33 1.94 

Lithuania 2.42 1.88 

Bulgaria 3.25 3.00 

TRANSITIONAL ECONOMIES 

Croatia 3 .50 3.25 

Armenia 3.58 4.56 

Albania 3.75 3.94 

Georgia 3.75 4.44 
Kyrgyz Rep. 3.75 5.38 

Romania 3.92 3.31 

Russia 3.92 4.81 

Moldova 4.25 4.19 

Kazakhstan 4.25 5 .88 

Ukraine 4.42 4.69 

Azerbaijan 4.42 5.44 

Macedonia 4.67 4.13 

Yugoslavia 5.00 3.63 

Bosnia 5.33 4.56 

Tajikistan 5.42 5.50 

CONSOLIDATED STATIST ECONOMIES 

Uzbekistan 6.00 6.56 

Belarus 

Turkmenistan 

6.25 

6.50 

6.56 

6 .94 



NATIONS IN TRANSIT • 23 

Table C: Trends in Reform, Nations in Transit Scores from 1998 to 2002 

Albania 

Armenia 

Azerbaijan 

Belarus 

Bosnia 

Bulgaria 

Croatia 

Czech Rep. 

Estonia 

Georgia 

Hungary 

Kazakhstan 

Krrgyz Rep. 

Latvia 

Lithuania 

Macedonia 

Moldova 

Poland 

Romania 

Russia 

Slovakia 

Slovenia 

Tajikistan 

Turkmenistan 

Ukraine 

Uzbekistan 

Yugoslavia 

1999-

1998 2000 2001 2002 

DEM score 

4.75 4.38 4.13 3.94 
4.80 4.50 4.56 4.56 
5.55 5.50 5.56 5.44 
6.20 6.44 6.56 6.56 
5.35 5.13 4.94 4.56 1'1' 

3.55 3.31 3.06 3.00 
4.25 4.19 3.25 3.25 
1.50 1.75 1.81 2.13 .J,.J, 

2.05 2.06 2.00 1.94 
4.55 4.00 4.19 4.44 .J,.J, 

1.50 1.75 1.94 1.94 
5.35 5.38 5.56 5.88 .J,.J, 

4.70 4.88 5.13 5.38 .J,.J, 

2.15 2.06 1.94 1.94 
1.95 2.00 1.94 1.88 
3.95 3.44 3.75 4.13 .J,.J, 

4.00 3.88 3.94 4.19 .J,.J, 

1.45 1.44 1.44 1.50 
3.85 3.19 3.31 3.31 
4.10 4.25 4.63 4.81 
3.65 2.50 2.25 1.94 1'1' 

1.95 1.94 1.94 1.81 
5.95 5.69 5.44 5.50 
6.90 6.94 6.94 6.94 
4.25 4.31 4.44 4.69 .J,.J, 

6.45 6.44 6.50 6.56 
4.90 5.50 4.63 3.63 1'1' 

19'»- 2001 2002 
2000 

ROL score 

5.50 5.00 
5.38 5.38 
5.75 5.75 
5.88 6.00 
6.00 5.63 
4.13 4.13 
5.00 4.13 
2.75 3.13 
2.63 2.38 
4.50 4.63 
2.13 2.50 
5.75 6.00 
5.50 5.63 
2.75 2.75 
2.88 2.75 
4.63 4.63 
5.00 5.00 
1.88 1.88 
4.25 4.38 
5.25 5.38 
3.13 3.00 
1.75 1.75 
5.88 5.88 
6.38 6.63 
5.25 5.25 
6.25 6.25 
6.00 5.88 

4.88 
5.38 
5.75 
6.00 
5.38 1'1' 
4.00 
4.13 
3.13 
2.13 1'1' 
4.88 .J,.J, 

2.50 
6.13 
5.63 
2.88 
2.88 
5.13 .J,.J, 

5.13 
1.88 
4.50 
5.38 
2.63 1'1' 
1.88 
5.88 
6.63 
5.38 
6.25 
4.75 1'1' 

1999-

1998 2000 2001 2002 

ECON score 

4.50 4.50 
4.08 3.58 
5.00 5.00 
6.25 6.25 
5.67 5.58 
4.08 3.75 
3.83 3.67 
2.00 1.92 
2.00 1.92 
4.00 3.67 
1.67 1.75 
4.50 4.50 
3.75 3.83 
2.50 2.50 
2.58 2.83 
4.67 4.58 
4.17 4.00 
1.92 1.67 
4.50 4.17 
3.92 4.33 
3.58 3.25 
2.17 2.08 
6.13 6.00 
6.42 6.42 
4.75 4.58 
6.25 6.25 
4.83 5.33 

4.17 
3.58 
4.92 
6.25 
5.50 
3.50 
3.58 
2.00 
1.92 
3.75 
1.92 
4.50 
4.00 
2.50 
2.75 
4.58 
4.00 
1.67 
4.00 
4.17 
3.25 
2.08 
5.50 
6.50 
4.33 
6.17 
5.33 

3.75 1'1' 

3.58 
4.42 1'1' 

6.25 
5.33 
3.25 1'1' 

3.50 
2.08 
1.92 
3.75 
2.00 

4.25 1'1' 
3.75 1'1' 
2.33 
2.42 1'1' 
4.67 
4.25 .J,.J, 

1.92 .J,.J, 

3.92 
3.92 1'1' 
2.33 1'1' 
2.17 
5.42 
6.50 
4.42 
6.00 
5.00 1'1' 

.J,..j, AND 1'1' INDICATE CHANGES IN SCORES 01' .25 OR MORE FROM 200 I TO 2002. 
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Table D: Regional Trends in Reform 

1999- 1999- 1999-
1998 2000 2001 2002 1998 2000 2001 2002 2000 2001 2002 

DEM score ECON score 

CENTRAL AND EASTERN EUROPE 

Albania 
Bosnia 
Bulgaria 
Croatia 
Czech Rep. 

4.75 4.38 4.13 3.94 4.50 4.50 4.17 3.75 
5.35 5.13 4.94 4.56 5.67 5.58 5.50 5.33 
3.55 3.31 3.06 3.00 4.08 3.75 3.50 3.25 
4.25 4.19 3.25 3.25 3.83 3.67 3.58 3.50 
1.50 1.75 1.81 2.13 2.00 1.92 2.00 2.08 

Estonia 2.05 2.06 2.00 1.94 2.00 1.92 1.92 1.92 
Hungary 1.50 1.75 1.94 1.94 1.67 1.75 1.92 2.00 
Latvia 2.15 2.06 1.94 1.94 2.50 2.50 2.50 2.33 
Lithuania 1.95 2.00 1.94 1.88 2.58 2.83 2. 75 2.42 
Macedonia 3.95 3.44 3.75 4.13 4.67 4.58 4.58 4.67 
Poland 1.45 1.44 1.44 1.50 1.92 1.67 1.67 1.92 
Romania 3.85 3.19 3.31 3.31 4.50 4.17 4.00 3.92 
Slovakia 3.65 2.50 2.25 1.94 3.58 3.25 3.25 2.33 
Slovenia 1.95 1.94 1.94 1.81 2.17 2.08 2.08 2.17 
Yugoslavia 4.90 5.50 4.63 3.63 4.83 5.33 5.33 5.00 

Median 3.55 2.50 2.25 2.13 3.58 3.25 3.25 2.42 
Average 3.12 2.98 2.82 2.73 3.37 3.30 3.25 3.11 

FORMER SOVIET UNION (EXCLUDING BALTICS) 

Armenia 4.80 
Azerbaijan 5.55 
Belarus 6.20 
Georgia 4.55 
Kazakhstan 5.35 
Kyrgyz Rep. 4. 70 
Moldova 4.00 
Russia 4.10 
Tajikistan 5.95 
Turkmenistan 6.90 
Ukraine 4.25 
Uzbekistan 6.45 

Median 5.08 
Average 5.23 

4.50 4.56 4.56 
5.50 5.56 5.44 
6.44 6.56 6.56 
4.00 4.19 4.44 
5.38 5.56 5.88 
4.88 5.13 5.38 
3.88 3.94 4.19 
4.25 4.63 4.81 
5.69 5.44 5.50 
6.94 6.94 6.94 
4.31 4.44 4.69 
6.44 6.50 6.56 

5.13 5.29 5.41 
5.18 5.29 5.41 

4.08 
5.00 
6.25 
4.00 
4.50 
3.75 
4.17 
3.92 
6.13 
6.42 
4.75 
6.25 

4.63 
4.94 

3.58 3.58 3.58 
5.00 4.92 4.42 
6.25 6.25 6.25 
3.67 3.75 3.75 
4.50 4.50 4.25 
3.83 4.00 3.75 
4.00 4.00 4.25 
4.33 4.17 3.92 
6.00 5.50 5.42 
6.42 6.50 6.50 
4.58 4.33 4.42 
6.25 6.17 6.00 

4.54 4.42 4.34 
4.87 4.81 4.71 

CORRUPTION 

6.00 5.50 5.25 
6.00 5. 75 5.50 
4.75 4.75 4.50 
5.25 4.50 4.50 
3.25 3.75 3.75 
3.25 2.75 2.50 
2.50 3.00 3.00 
3.50 3.50 3.75 
3.75 3.75 3.75 
5.00 5.00 5.50 
2.25 2.25 2.25 
4.25 4.50 4.75 
3.75 3.75 3.25 
2.00 2.00 2.00 
6.25 6.25 5.25 

3.75 3.75 3.75 
4.12 4.07 3.97 

5.75 5.75 5.75 
6.00 6.25 6.25 
5.25 5.25 5.25 
5.00 5.25 5.50 
6.00 6.25 6.25 
6.00 6.00 6.00 
6.00 6.00 6.25 
6.25 6.25 6.00 
6.00 6.00 6.00 
6.00 6.25 6.25 
6.00 6.00 6.00 
6.00 6.00 6.00 

6.00 6.00 6.00 
5.85 5.94 5.96 



NATIONS IN TRANSIT • 25 

Table E: Political Reform and Gross Domestic Product (GDP) 

DEM 
GDP GROWTH(%) 

GDP FOi 1989- FOi PER FOi 
score AVERAGE PER OJ> 2001 OJ> 1989- PER OJ> 

2002 1999 2000 2001 1999-2001 2001 ($) ($MILL) 2001 ($) 2001 ($) 

CONSOLIDATED DEMOCRACIES 

Poland 1.50 4.1 4.0 2.0 3.4 4,654 34,426 890 168 
Slovenia 1.81 5.2 4.6 2.2 4.0 9,416 1,847 925 169 
Lithuania 1.88 -3.9 3.9 4.0 1.3 3,249 2,837 771 122 
Estonia 1.94 -0.7 6.9 4.5 3.6 3,786 2,358 1,637 243 
Hungary 1.94 4.2 5.2 4.5 4.6 5,121 21,869 2,177 219 
Latvia 1.94 1.1 6.6 6.5 4.7 3,249 2,798 1,200 129 
Slovakia 1.94 1.9 2.2 3.0 2.4 3,668 5,669 1,050 278 
Czech Rep. 2.13 -0.8 3.1 3.5 1.9 5,473 26,493 2,570 468 
Bulgaria 3.00 2.4 5.8 4.0 4.1 1,619 3,961 491 79 
Croatia 3.25 -0.4 3.7 3.8 2.4 4,548 4,744 1,065 105 

3.2 4,478 1,278 198 

TRANSITIONAL GOVERNMENTS 

Romania 3.31 -3.2 1.6 4.0 0.8 1,743 7,928 356 52 
Yugoslavia 3.63 -15.7 5.0 5.0 -1.9 1,230 1,110 130 14 
Albania 3.94 7.3 7.8 7.0 7.4 1,228 815 241 65 
Macedonia 4.13 2.7 5.1 -4.0 1.3 1,738 888 444 223 
Moldova 4.19 -4.4 1.9 5.0 0.8 374 498 116 14 
Georgia 4.44 3.0 1.9 3.0 2.6 581 838 157 19 
Armenia 4.56 3.3 6.0 6.0 5.1 702 642 213 30 
Bosnia 4.56 10.0 5.0 5.0 6.7 1,070 504 117 38 
Ukraine 4.69 -0.2 5.8 7.0 4.2 781 3,866 79 11 
Russia 4.81 5.4 8.3 5.5 6.4 2,137 9,702 67 14 
Kyrgyz Rep. 5.38 3.7 5.1 5.0 4.6 308 479 101 8 
Azerbaijan 5.44 7.4 11.1 8.0 8.8 697 4,062 501 39 
Tajikistan 5.50 3.7 83 6.0 6.0 161 153 24 1 
Kazakhstan 5.88 2.7 9.6 10.0 7.4 1,505 11,001 741 162 

4.3 1,018 235 49 

CONSOLIDATED AUTOCRACIES 

Uzbekistan 6.56 4.1 4.0 3.0 3.7 237 768 30 3 
Belarus 6.56 3.4 5.8 2.5 3.9 1,096 1,315 132 8 
T urkrnenistan 6.94 16.0 17.6 10.0 14.5 642 1,043 189 24 

Average 7.4 658 117 12 
L_ 

NOTE: DATA SORTED BY 2002 DEMOCRATIZATION SCORE 
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Table F: Corruption and Gross Domestic Product (GDP) 

---

I GDP GROWTH (%) 
(ORRUPTION GDP FOi 1989- FOi PER CAP FOi 

RATING AVERAGE PER CAP 2001 1989- PER CAP 
2002 1999 2000 2001 1999-2001 2001 ($) ($MILL) 2001 ($) 2001 ($) 

LOW LEVELS 

Slovenia 2.00 5.2 4.6 2.2 4.0 9,416 1,847 925 169 
Poland 2.25 4.1 4.0 2.0 3.4 4,654 34,426 890 168 
Estonia 2.50 -0.7 6.9 4.5 3.6 3,786 2,358 1,637 243 
Hungary 3.00 4.2 5.2 4.5 4.6 5,121 21,869 2,177 219 

Average 3.9 5,744 1,407 200 

MIDDLE LEVELS 

Slovakia 3.25 1.9 2.2 3.0 2.4 3,668 5,669 1,050 278 
Czech Rep. 3.75 -0.8 3.1 3.5 1.9 5,473 26,493 2,570 468 
Latvia 3.75 1.1 6.6 6.5 4.7 3,249 2,798 1,200 129 
Lithuania 3.75 -3.9 3.9 4.0 1.3 3,249 2,837 771 122 
Bulgaria 4.50 2.4 5.8 4.0 4.1 1,619 3,961 491 79 
Croatia 4.50 -0.4 3.7 3.8 2.4 4,548 4,744 1,065 105 
Romania 4.75 -3.2 1.6 4.0 0.8 1,743 7,928 356 52 
Albania 5.25 7.3 7.8 7.0 7.4 1,228 815 241 65 
Belarus 5.25 3.4 5.8 2.5 3.9 1,096 1,315 132 8 
Yugoslavia 5.25 -15.7 5.0 5.0 -1.9 1,230 1,110 130 14 

Average 2.7 2,710 801 132 

HIGH LEVELS 
Bosnia 5.50 10.0 5.0 5.0 6.7 1,070 504 117 38 
Georgia 5.50 3.0 1.9 3.0 2.6 581 838 157 19 
Macedonia 5.50 2.7 5.1 -4.0 1.3 1,738 888 444 223 
Armenia 5.75 3.3 6.0 6.0 5.1 702 642 213 30 
Kyrgyz Rep. 6.00 3.7 5.1 5.0 4.6 308 479 101 8 
Russia 6.00 5.4 8.3 5.5 6.4 2,137 9,702 67 14 
Tajikistan 6.00 3.7 8.3 60 6.0 161 153 24 1 
Ukraine 6.00 -0.2 5.8 7.0 4.2 781 3,866 79 11 
Uzbekistan 6.00 4.1 4.0 3.0 3.7 237 768 30 3 
Azerbaijan 6.25 7.4 11.1 8.0 8.8 697 4,062 501 39 
Kazakhstan 6.25 2.7 9.6 10.0 7.4 1,505 11,001 741 162 
Moldova 6.25 -4.4 1.9 5.0 0.8 374 498 116 14 
Turkmenistan 6.25 16.0 17.6 10.0 14.5 642 1,043 189 24 

Average 5.6 841 214 45 

NOTE: DATA SORTED BY 2002 CORRUPTION RATING 
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Table G: Economic Liberalization, GDP, and Inflation 

GDP PER CAP 

REAL GDP GROWTH (%) 2001 ($) INFLATION RATE(%) 

ECON SCORE AVERAGE AVERAGE 
2002 1999 2000 2001 1999-2001 1999 2000 2001 1999-2001 

CONSOLIDATED MARKET 

Estonia 1.92 -0.7 6.9 4.5 3.6 3,786 3.3 4.0 6.1 4.5 

Poland 1.92 4.1 4.0 2.0 3.4 4,654 7.3 10.1 5.6 7.7 

Hungary 2.00 4.2 5.2 4.5 4.6 5,121 10.0 9.8 9.1 9.6 

Czech Rep. 2.08 -0.8 3.1 3.5 1.9 5,473 2.1 3.9 4.9 3.6 

Slovenia 2.17 5.2 4.6 2.2 4.0 9,416 6.1 8.9 8.6 7.9 

Lan~a 2.33 1.1 6.6 6.5 4.7 3,249 2.4 2.8 2.4 2.5 

Slovakia 2.33 1.9 2.2 3.0 2.4 3,668 10.6 12.0 7.4 10.0 

Lithuania 2.42 -3.9 3.9 4.0 1.3 3,249 0.8 1.0 1.5 1.1 

Bulgaria 3.25 2.4 5.8 4.0 4.1 1,619 0.7 9.9 8.0 6.2 

Average 3.8 3.3 4,470 6 .0 5.9 

TRANSITIONAL ECONOMIES 
Croatia 3.50 -0.4 3.7 3.8 2.4 4,548 4.2 6.2 5.7 5.4 

Armenia 3.58 3.3 6.0 6.0 5.1 702 0.7 -0.8 3.1 1.0 

Albania 3.75 7.3 7.8 7.0 7.4 1,228 0.4 0.1 3.5 1.3 

Georgia 3.75 3.0 1.9 3.0 2.6 581 19.2 4.1 5.6 9.6 

Kyrgyz Rep. 3.75 3.7 5.1 5.0 4.6 308 35.8 18.7 7.6 20.7 

Romania 3.92 -3.2 1.6 4.0 0.8 1,743 45.8 45.7 34.2 41.9 

Russia 3.92 5.4 8.3 5.5 6.4 2,137 86.1 20.8 21 .4 42.8 

Kazakhstan 4.25 2.7 9.6 10.0 7.4 1,505 8.3 13.2 8.6 10.0 

Moldova 4.25 -4.4 1.9 5.0 0.8 374 39.3 31.3 11 .1 27.2 

Azerbaijan 4.42 7.4 11 .1 8.0 8.8 697 -8.5 1.8 2.0 -1 .6 

Ukraine 4.42 -0.2 5.8 7.0 4.2 781 22.7 28.2 12.5 21 .1 

Macedonia 4.67 2.7 5.1 -4.0 1.3 1,738 -1 .3 9.2 6.2 4.7 

Yugoslavia 5.00 -15.7 5.0 5.0 -1.9 1,230 37.1 60.4 93.6 63.7 

Bosnia 5.33 10.0 5.0 5.0 6.7 1,070 -0.3 1.9 3.3 1.6 

Tajikistan 5.42 3.7 8.3 6.0 6.0 161 27.6 32.9 39.4 33.3 

Average 5.1 4.2 1,254 17.2 18.9 

CONSOLIDATED STATIST 
Uzbekistan 6.00 4.1 4.0 3.0 3.7 237 29.1 24.2 25.9 26.4 

Belarus 6.25 3.4 5.8 2.5 3.9 1,096 293.8 168.9 59.8 174.2 

Turkmenistan 6.50 16.0 17.6 10.0 14.5 642 24.2 8.3 11 .2 14.6 

Average 5.2 1.4 658 32.3 71.7 

NOTE: DATA SORTED HY 2002 ECONOMIC LIHERALIZATION SCORE 



Chart 1: Nations in Transit 2002 Scores 
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Chart 2: Democratization and Economic Liberalization, NIT 2002 
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Chart 3: Democratization and Corruption, NIT 2002 
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Troubles to Come: The Emerging 
Security Challenges in the Balkans 
and the Former Soviet Union 
Sherman W. Garnett 

M ore than a decade has passed since the fall of the Berlin Wall and the start of a 
transformation in European and Eurasian security. The collapse of the Soviet 
Union barely two years later made this great conversion irreversible. The domi­

nant Cold War threats oflarge-scale conventional and thermonuclear war receded. And the 
map of Europe and central Eurasia changed dramatically with the unification of Germany, 
the expansion of NATO, the restoration of fully sovereign states in Central Europe, and the 
creation of new states from the ruins of old in the former Yugoslavia and the Soviet Union. 

The new security environment this map represents is still in flux, but the last decade has 
provided a glimpse ofits future. The new and often weak states that have emerged from the 
old empires dominate this environment. Violence is more prevalent in and around Europe 
than at any time during the Cold War. Civil strife, ethnic cleansing, and regional conflicts 
have prompted both outside interventions and indifference. Russia is a much-diminished 
state in comparison with its Soviet predecessor, and it is in the midst of a complex transfor­
mation. The outside world-from China to the European Union-has fashioned new trade, 
political, and security ties with countries of this formerly closed space. The result is a more 
complex and fragmented region, with multiple trouble spots and sources of conflict. 

WEAK STATES 
Weak states are the most dangerous element of instability and the most likely source of new 
trouble spots in the decades to come. In particular, the new states of the Balkans and the 
former Soviet Union, especially along the southern tier, are vulnerable. They have inherited 

Sherman W. Garnett is the dean of James Madison College at Michigan State University (East 
Lansing, Michigan) . The author 1vould like to thank Ann Kroll and Agnieszka Ostro1vska for 
their research assistance on this essay. 
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the ills that come from large-scale social and economic disruption and past socialist eco­
nomic practices: poverty, the spread of AIDs and other intectious diseases, pollution, state 
inefficiency, and corruption. They face simultaneously the challenges of establishing and 
maintaining sovereignty, reforming political and economic systems rooted in a Soviet or 
socialist past, creating a stable security environment, and responding to complex geopoliti­
cal and global trends. 

Several factors arc key to their enduring weakness: 
• CML STIUFE AND WIDESPREAD VIOLENCE. Bosnia, Moldova, Tajikistan, Azerbaijan, 

and Georgia have confronted ongoing or imminent violence since the moment 
of independence. These states still face deep divisions or even separatist entities 
on their territories. Violence is a political habit that is difficult to extinguish . 

• LONG-TERM SOCIAL DISLOCATION AND INSTARILITI. The 2000-2001 World Develop­

ment Report shows Albania, Azerbaijan, Georgia, Moldova, Tajikistan, 
Turkmenistan, and Uzbekistan at per capita income levels that are characteris­
tic oflow-incomc nations. Even Russia still reports that 30 percent of its popu­
lation lives below the poverty line. Many of these same nations suffer from 
declining health and social standards. Uzbekistan and Turkmenistan also face 
swift population growth, thus tipping the balance in society in the next several 
decades toward the young. 

• ETHNIC DIVISIONS. Large minority populations are characteristic of many of the 
states covered in this report and do not by themselves create weak states. How­
ever, ethnic divisions that are unable to play out in an open political system do 
so by sapping the state of legitimacy and strength. Weak states are, in turn, 
unable to mediate and contain them. Debilitating ethnic divides of this kind 
are a continuing factor in Bosnia, Macedonia, Moldova, the Caucasus, and the 
Fergana Valley in Central Asia. 

• CHARACTER OF THE POLITICS OF THE WEAK STATES. The collapse of the old order 
opened up an unprecedented opportunity for influence and gain. In every 
state covered by this report, highly competitive political and economic factions 
emerged to exploit these opportunities. These factions seek to dominate the 
political office and the complicated processes of resource allocation and 
privatization. The most successful states have managed to regulate these pro­
cesses and control the behavior of competing factions. The weakest have not. 
The politics of weak states are often an extension of this factional battle, with 
the victor controlling the spoils. 

The regimes that result appear in many different guises, from relatively pluralist (Ukraine) 
to authoritarian (Turkmenistan). Most have restored economic growth, but they have not 
been able to create effective state institutions capable of making headway on the political 
and social problems they face. They are best at muddling through. 

The authoritarian or paternalistic states-such as Uzbekistan, Kazakhstan, Turkmenistan 
and Azerbaijan-hide their weakness behind centralized and personalized power. A single 
strongman exercises control, but control is not the same as strength. They have chased 
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underground all opposition, risking the radicalization of forces like Islam or workers' move­
ments that should be openly contributing to the strengthening of society. Such a policy 
invites opposition, when it emerges after long dormancy or suppression, to do so in the 
streets and with violence. The authoritarian handiwork of these men faces a near-term test, 
as aging leaders pass from the scene and expose the gaps and weaknesses in their personal­
ized regimes. 

This concentration of weak state~ creates long-term security challenges. The outbreak 
of factional strife, ethnic violence, or succession struggles could turn a weak state into a 
failing one. Afghanistan has been a textbook example for two decades, and the impact of its 
failure has been all too clear since September 11, 2001. Ukraine, Belarus, Georgia, Kazakhstan, 
and Azerbaijan could exert a powerful negative influence on their neighborhoods by their 
own internal failings. Unless conditions improve in Ukraine and Belarus, for example, the 
European Union's planned expansion over the next decade could draw a new dividing line 
between haves and have-nots, an unappealing prospect but also a potential source of insta­
bility in Europe. Needless to say, a sustained period of weakness in Russia will magnify these 
problems. And relations between Russia and China will be shaped by the internal success 
and strength of Kazakhstan and its neighbors, either removing or creating a potential bone 
of contention for Moscow and Beijing. 

The weak state is a building block of future trouble. It spawns within itself civil, ethnic, 
and regional conflicts. It becomes a haven for drug traffickers or terrorists. It lacks the 
resources to shape its own security environment, inviting by its weakness outside powers 
and potential rivals to intervene and recreate new regional competitions. 

ACTIVE AND DORMANT CONFLICTS 
For now, the list of active or imminent conflicts in the region is short. It includes factional 
strife in Macedonia, continued Chechen resistance to Russia, and the ongoing war against 
terrorism and its aftermath in Afghanistan. But this list was once much longer and could be 
again. Over the last decade it would have included conflicts in Abkhazia, Bosnia, Kosovo, 
Nagorno-Karabakh, South Ossetia, Transnistria, and Tajikistan. These conflicts have been 
frozen, not resolved, by differing combinations of internal exhaustion, political agreement, 
and outside interventions. 

But the conditions that spawned them remain. The most active program to keep them 
frozen is in the Balkans, and it came only after years of failure in Bosnia. What has been 
achieved there is due in no small measure to the West's enormous commitment of military, 
political, and economic resources. U.S. pressure produced the Dayton accords, and Western 
aid and engagement keeps that peace. NATO fought its first shooting war with Serbia over 
Kosovo. NATO forces and Western diplomacy are now attempting to keep ethnic conflict 
at bay in Macedonia. Few observers believe that the current status quo could survive a 
Western withdrawal. 

Military and political standoffs have happily brought respites in Transnistria, Abkhazia, 
and Nagorno-Karabakh. The brutal application of Russian military power brought an end 
to the current phase of the Chechen War, though fierce resistance continues. Russian forces 
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are a crucial factor in maintaining the ceasefire agreement in Tajikistan . Nowhere in these 

zones of conflict are there large-scale political and economic progress, ethnic reconciliation, 

and other basic building blocks of a peace without these outside peacekeepers. 

These active and dormant conflicts have enormous strategic significance, for they are a 

crucial factor in defining the military environment. They are a testing ground for the tactics, 

strategies, and forces of resistance movements, separatists, and terrorists . In turn, they also 

shape the forces and doctrines oflcading military powers, which must adjust to the demands 

of these conflicts if they are to intervene. Indeed, these regional conflicts are key factors in 

both American and Russian military thinking and force planning. 

AN UNFINISHED AND DIMINISHED RUSSIA 
Russian power, in one form or another, has been the organizing principle in central Eurasia 

for half a millennium. Now a diminished Russia in an unfinished transition stands in the 

place of a strong, highly centralized imperial state. The eventual shape of this transition will 

be decisive both for resolving the security challenges Russia's current weakness creates and 

determining the role Moscow will want and be able to play in the future . 

It is easiest to begin with the facts of Russia's diminished capacity. Economically, Russia's 

recovery is now gaining momentum after the 1998 financial crisis, but this recovery must 

still compensate for the almost 40-percent drop in GDP from 1992 to 1998. Per capita 

GDP indicates Russia's place in the world is still somewhere alongside Thailand and not 

among the major powers. Moreover, the state's monopoly over the mobilization of eco­

nomic resources has been lost, and the range of domestic and social demands for govern­

ment resources (pensions, education, and health care) has drastically expanded. 

Politically, the powerful state has given way to a more fragmented but pluralistic politi­

cal and social life. However, like other states in the region, Russian politics is marred by the 

wide division between rulers and ruled, corruption, and a fragmentation of state power 

when it comes to central economic, social, and security tasks. Russian president Vladimir 

Putin has strained to overcome the worst excesses of the Yeltsin era, raising concerns in the 

process about his commitment to democratic reform. Yet both he and his closest advisors 

still believe that such reform will only flourish through a strong and effective state and that 

what is needed now is more authority, not more checks and balances. It is likely to be some 

time yet before the outlines of a fixed and stable Russian politics will become clear. 

The Russian military is also a diminished asset. Officially reported budget increases­

totaling nearly 80 billion rubles from 2000 to 2001-will help . So will deep personnel 

reductions and leadership changes designed to spur military reform. But Russia simply can­

not afford to maintain the lion's share of the Soviet military legacy that it inherited. Nearly 

a decade-long delay of genuine reform has made the problems of maintaining a stable nuclear 

deterrent, addressing the looming obsolescence of key conventional systems, and meeting 

the housing and social needs of its personnel and their families even more acute. The war in 

Chechnya has diverted scarce military resources, while pressures from regional instability 

near Russia's borders to so-called "small wars" are likely to continue. Beyond these nearby 

sources of instability loom countries with long suppressed regional ambitions and growing 
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modern military capabilities, such as cruise and ballistic missiles and weapons of mass de­
struction. Indeed, the military dynamism of the rim states of Eurasia is likely to prove a 
challenge for both Russia and the United States. 

Russia's emergence as a weakened state attempting a large-scale transformation has 
several security implications. The first and most obvious is the weakness itself. The danger of 
fragmentation of Russia has passed, if it was ever very likely beyond the North Caucasus. 
Today, the most obvious and persistent security threat from a weakened Russia is the poten­
tial leakage of nuclear material, technology, and know-how to states and terrorist groups 
seeking a shortcut to acquiring nuclear capacity. Moscow, with U.S. assistance, succeeded 
during the last decade in retaining sole control of the Soviet nuclear arsenal by withdrawing 
enormous strategic assets from Belarus, Kazakhstan, and Ukraine and tactical forces from 
forward-based former Soviet units. However, it has not yet consolidated and secured the 
vast array of technical and military nuclear assets under its control. Weaknesses in the exist­
ing command and control system, in military and civilian storage and controls of nuclear 
materials, and especially in the flow of scientific know-how and personnel place the problem 
ofloose nuclear weapons at the top of the security agenda. 

Second, however enfeebled Russia might be as a global actor, it retains significant influ­
ence and capabilities near to home. The failure of Russia's attempt to create an integrated 
community on the territory of the former USSR-the Commonwealth of Independent 
States-has led to a shift in tactics but not to Moscow's abandonment of its fundamental 
interests and active engagement around its borders. For the past several years, Russia has 
placed greater emphasis on strengthening bilateral ties. It has used growing concerns among 
Central Asian states over the threat of instability and Islamic extremism from Afghanistan to 
rebuild frayed security ties there. It has fashioned what is nearly an out-and-out alliance with 
Armenia. And it has retained stationed troops in Tajikistan, Armenia, Moldova, Georgia, 
and Ukraine. Here Russia's relations to its nearest neighbors and its internal political and 
economic course are inextricably intertwined. 

A more authoritarian Moscow is likely to take an interventionist course and to seek in its 
control over what is near at hand some compensation for the influence it has lost globally. There 
are always voices in Moscow who urge integration and even resubordination of some of the new 
states, as the Duma showed in December in its law on admitting new candidates to the Russian 
Federation. Moreover, such an interventionist course will doubtless place heavy burdens on 
both reform efforts at home and genuine and sustained cooperation with the West. 

Finally, Russia is not able to be either a strategic partner or a strategic adversary. Even 
though Presidents Bush and Putin have substantially altered the tone and direction of U.S.­
Russian relations since mid-summer 2001, and especially in the aftermath of the September 
11 terrorist attacks, Russia's place in the world is still likely to be a modest one. Moscow can 
no longer afford a global perspective on many issues of importance to the United States, 
frustrating those who hoped to see U.S.-Soviet global rivalry somehow become U.S.-Rus­
sian global cooperation. It is also likely that the Russia to emerge from the current transfor­
mation will simply not see eye-to-eye with America on many basic issues. Moscow is suspi­
cious of how the United States will use its status as the sole superpower. It is selling a wide 
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range of advanced arms and technology to Iran and China. It is skeptical of continued 
sanctions on Iraq . It continues to share basic nuclear nonproliferation concerns with the 
United States, but its own vulnerability to a much wider range of more immediate threats 
makes these concerns far less pressing for it than for Washington. There remain deep differ­
ences on strategic issues, especially missile defense. While the two sides strive to do better, 
prudence dictates that both plan on a much narrower sphere of cooperation than summit 
statements suggest. 

NEW REGIONS, NEW RrvALS 
Ironically, the "multipolar world" so admired by former Russian foreign minister Yevgeny 
Primakov and other Russian statesmen already exists. It is on the territory of the former 
USSR." This region has all the characteristics of multipolarity. It lacks a single great power 
or two bipolar rivals. There are multiple centers of power, with Russia by far the largest state 
but unable to dominate its neighbors. Uzbekistan and Kazakhstan are vying to become 
regional centers in their own right. Armenia and Azerbaijan are locked in a long-term stale­
mate. These regional rivals have solid links to different outside powers: Armenia to Russia 
and, to a lesser extent, Iran; Azerbaijan to Turkey. 

Outside actors, from the European Union to China, exert increasing political, eco­
nomic, and security influence over portions of this region. But this multipolar world lacks 
the basic conditions for stability: it is one made up almost entirely of weak states, new 
regions, new interlocutors, and tew established rules of the road. Although the role of 
military force has diminished in many regions of the world, military power continues to play 
the role of final arbiter in both internal and external security matters here. 

Against this backdrop, efforts to normalize relations among potential rivals make good 
sense-such as efforts by Russia and China to seek greater involvement from global institu­
tions and to create regional groupings to foster cooperation. To date, Sino-Russian and 
Russian-Iranian relations have been cordial, with both China and Iran respecting and en­
couraging Russia's central security role in the new states that have arisen in the southern tier 
of the former Soviet Union. Turkey's initial push for a large role in this vast region has 
largely faltered. Relations between these former Soviet states and countries like India, Paki­
stan, and Saudi Arabia have developed and expanded, but with little near-term sense of 
creating a geopolitical challenge to the status quo. 

The United States and NATO have been the most visible outside security actors in the 
region. Local powers often welcome U.S. and NATO security cooperation, both for its 
impact on indigenous militaries and for the signal it appears to send of outside support. 
Such security cooperation regularly draws the suspicion and even the ire of Moscow and 
Beijing. However, until September 11 brought American troops to Uzbekistan, there was 
little in the U.S. and NATO programs to suggest a serious effort to take on sponsorship of 

· Similar processes are also at work in the former Yugoslavia, but the potential for major power rivalry is 

much less there as long as the West, through NATO and rhe European Union, rakes on primary responsi­

bility for managing regional conflicts. 
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local regimes or management of local conflicts. It still is unlikely that the United States 

intends these deployments to suggest such a long-term role. 

Despite the success to date in dampening the prospects of new regional rivalries, the 

internal trends that erode stability within the region and the multiple external actors now 

engaged in the region make it difficult to dismiss out of hand concerns that such rivalries 

will reappear. The conflicts of interest among sovereign actors and the tendency for imbal­

ance of power over time to cause war are some of the oldest problems in international 

relations. Their relevance to this region should not be overlooked. 

OTHER SECURITY THREATS 
Terrorism, narcotics trafficking and organized crime pose a new set of dangers in contempo­

rary international relations. These dangers go far beyond the age-old romance of brigands 

or smugglers, as drug traffickers or terrorists acquire modern conventional weapons or per­

haps even chemical and biological agents. U.S. military deployments to Uzbekistan and 

Afghanistan demonstrate both American interests in and commitment to addressing the 

problem of terrorism, though the conditions that support it in Central Asia and the Caucasus 

will endure long after the Taliban are forgotten. 
Much has been written about the Balkans and the post-Soviet space as centers of orga­

nized crime and drug smuggling. Weak states make fine hideouts or headquarters. Corrupt 

regimes partake in illegal trafficking or take a cut from it. The end of the war in Afghanistan 

will doubtless bring the poppy growers back to the fields. The weakness of local law enforce­

ment and the limited reach of central institutions create weak links in international coopera­

tion. The flow of drugs, prostitutes, illegal immigrants, and stolen property continues from 

Central Asia, Russia, Ukraine, and the Balkans. Legitimate European concerns about border 

security are likely to create great pressure for a stringent control regime, one that could poten­

tially disrupt existing and beneficial links between what should eventually be the eastern edge 

of an expanded European Union and the states of the former USSR. These threats of crime, 

terrorism, and uncontrolled flow of refugees will create the greatest challenges to the free flow 

of ideas, people, and goods-not ideological differences or the balance of military forces. 
A range of environmental challenges exists throughout the former Soviet Union and 

East Central Europe. The drying up of the Aral Sea and the ground water pollution from 

the run-off of decades of cotton production in Uzbekistan are obvious examples from Cen­

tral Asia. The contamination from Soviet nuclear and other military sites is a common legacy 

throughout much of the former Soviet Union and East Central Europe. Some may well 

reach a level beyond human health risk to pose genuine security challenges to states in and 

outside the region. Candidates for such issues include the competition for water in Central 

Asia; the degradation of chemical, biological, or nuclear weapons storage sites; and the 

unchecked spread of infectious diseases. 

NOT Too REMOTE FOR CONCERN 
In contrast to the bipolar world, the security environment now forming in the Balkans and 

the former USSR seems to be the work of a number of lesser but no less malevolent spirits. 
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These spirits have far less power to wreak wholesale destruction than their bipolar predeces­
sors, but they work tirelessly and scatter conflict and misery far and wide. This environment 
is also more fluid than its predecessor. The trends now at work arc deep but not fixed. There 
is still time for internal reform, regional statesmanship, and wise intervention to fashion a 
better future. 

For the West to play a constructive role in that future, it has to see the security threats 
there with different eyes. The Western analytical framework still borrows consciously and 
unconsciously from the old world of bipolar confrontation, a world defined by robust U.S. 
and Soviet power. By contrast, the greatest dangers in the region look small and arise from 
weakness. Our rivals are poorly armed, and many are not really armies at all. Yet especially 
after September 11, they can no longer be dismissed as too remote for concern. A careful 
and sympathetic analysis of these dangers is the best intellectual defense against false confi­
dence in the preponderance of Western and especially American power. For the forces now 
shaping the security environment of the Balkans and Eurasia as a whole regard this prepon­
derance with indifference or disdain. 



Advancing Into Europe? 
The Contrasting Goals of 
Post-Communist Countries 
Richard Rose 

half generation after the fall of the Berlin Wall, it is facing backward to describe 
countries as in transition from Communism. Instead, we should ask: Where have they 
got to? And where are they heading? The answers depend on where you look. To 

lump all post-Communist states together is no more sensible than putting the United States, 
Canada, Brazil and Chile together because they are all in the Western Hemisphere. In terms of 

freedom and democraq', there is a division between Central and Eastern European countries 
and the successor states of the Soviet Union. There are also big differences between post­

Soviet states. 
Ten countries of Central and Eastern Europe-Bulgaria, the Czech Republic, Estonia, 

Hungary, Latvia, Lithuania, Poland, Romania, Slovakia, and Slovenia-are negotiating en­

try to the European Union. This is palpable evidence of their democratic credentials, for the 
Brussels-based organization is much more than a single market and currency. Its 15 Western 
European member states will only consider an application for membership from a country if 

most citizens there enjoy basic freedoms and elect their government democratically. In its 
annual Freedom in the World study, Freedom House classifies eight Central and Eastern 
European countries as at the same level of freedom as Britain (the Czech Republic, Estonia, 

Hungary, Latvia, Lithuania, Poland, Slovakia, and Slovenia); Romania as on a par with Greece; 
and Bulgaria as just as free as India or Mexico. 

Among the twelve successor states of the Soviet Union, there is a big divergence be­
tween countries where the goal is notto become a European-style democracy and countries 

Richard Rose is the director of the Cent1·e for the Stttdy of Pttblic Policy at the University of 
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where achievements are ambiguous. Saparmurat Niyazov, the president of Turkmenistan, is 
not failing to democratize but is succeeding in establishing a dictatorship without the rule of 
law. In Belarus, Alyaksandr Lukashenka retained power in September 2001 in an unfree and 
unfair election. Freedom House classifies both countries, plus Uzbekistan, Tajikistan, 
Kazakhstan, and Kyrgyzstan, as "Not Free." The other six post-Soviet states are classified as 
"Partly Free." 

The Russian Federation illustrates both the good and bad side of post-Soviet status. It 
is now an electoral democracy, for it has held a series of competitive elections and changed 
presidents. However, it does not guarantee the rule oflaw, for the legacy of the Yeltsin years 
is a state at least as corrupt as its Communist predecessor. While most Russians enjoy much 
greater freedom than before, both Russian and Chechen residents of the Chechen region of 
the country have been subject to insurgent actions and military bombardments inconsistent 
with domestic order. Media outlets that are critical of President Vladimir Putin have been 
taken over by supporters of the Kremlin. From the point of view of President Putin, Russia 
is not lagging behind its Central and Eastern European neighbors; it is seeking to follow its 
own traditions, which he interprets as giving primacy to a strong state. In Western societies, 
a strong state can also be a rule-of-law state, but in Russia the opposite has been the case. 

Before the Iron Curtain fell, there were two ways to determine the direction Commu­
nist countries were moving: you could take official statements at face value or read between 
the lines and rely on dissidents and refugees. Today, governments in the region depend less 
on Marx and more on campaign rhetoric when pronouncing goals. And there is an alterna­
tive to believing everything that politicians say: it is to ask people what they think of the 
transformation of their political system, using the normal social science method of a nation­
wide random sample of public opinion. 

The New Europe Barometer (NEB) does just that. Since 1991 the University of 
Strathclyde Centre for the Study of Public Policy has been undertaking nationwide repre­
sentative sample surveys of post-Communist countries of Central and Eastern Europe and 
the former Soviet Union. The survey data reported here come from assessments conducted 
in autumn 2001 of the ten Central and Eastern European countries negotiating entry to the 
European Union and the tenth New Russia Barometer (NRB) survey conducted in June 
and July 2001. Together, the eleven surveys interviewed a total of 13,010 persons (for 
details, visit 1vw1v.cspp.strath.ac.uk). 

DEMOCRACY SUPPORTED, UNDEMOCRATIC ALTERNATIVES REJECTED 
The collapse of Communist regimes gave hundreds of millions of people freedom from the 
state. Barometer surveys ask people how their current conditions compare with what they 
were under the old regime in terms of being free to say what one thinks, to decide for 
oneself about religion, to join any organization one wants, and to decide whether or not to 
participate in politics. In Communist times, individuals did not enjoy these negative free­
doms from the state because the regimes forced them to join organizations and take part in 
compulsory and unfree elections; they also told people what to say. Sizable majorities in all 
eleven countries surveyed say that they feel freer now than before. For example, 87 percent 
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of Russians feel freer to decide for themselves about religious matters; 81 percent feel freer 
to decide whether or not to participate in politics; 79 percent say they feel freer than before 
to choose what organizations they belong to, if any; and 78 percent say they feel freer than 
before to say what they think. Equally large numbers of Central and Eastern Europeans feel 
the same. 

Although individuals are free to ignore politicians, a need for government remains. By 
definition, every adult in a post-Communist country has now lived under two very different 
political regimes. Therefore, Barometer surveys ask respondents to evaluate both the former 
Communist regime and the current system that boasts elections and many parties. They can 
rate each regime on a "heaven/hell" scale that runs from absolute satisfaction to absolute 
dissatisfaction. 

Within every country there is a substantial division of opinion about how good or bad 
the old regime was. For Russians, the Communist state was part of the natural order of 
things-something that they had known all their lives-and their country was the undoubted 
military leader in the region. Therefore, 72 percent speak positively about the regime as it 
was before (see Table 1 ). In Central and Eastern Europe, there are big differences of opin­
ion, ranging from the most liberal of the old regimes, like Hungary, where more than two­
thirds are positive, to the Czech Republic, where less than a third are positive. 

TABLE 1. ATTITUDES TOWARD OLD AND NEW REGIMES AND THE FUTIJRE 
(% positive) Old Regime Current System Future 

Czech Republic 31 76 83 
Slovenia 64 75 73 
Hungary 68 76 87 
Estonia 61 69 81 
Poland 61 66 77 
Bulgaria 57 59 58 
Latvia 63 53 74 
Romania 55 50 62 
Lithuania 54 46 54 
Slovakia 61 39 49 

(New Europe mean) (57) (61) (68) 
Russia 72 47 62 

Sottrce: Centre for the Study of Public Policy New Europe Barometer 2001 and Ne1v Russia Barom­

eter 2001 . "Ftittire" refers to the evafoation of the system of govermnmt as it will be in five years. 

When asked about the current regime, the proportion of Central and Eastern Europe­
ans who view it in positive terms tends to rise. Two-thirds or more are positive about the 
new regimes in the Czech Republic, Estonia, Hungary, Poland, and Slovenia. In Slovakia 
and Lithuania, less than half are positive. Some Slovaks remain dissatisfied with the break-up 
of Czechoslovakia, and others are unhappy with the way the country has been governed 
since independence. In Lithuania, which lacks the divisions between Baltic citizens and 
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Russian noncitizens found in Latvia and Estonia, most respondents are unhappy with a 
system that has been badly run by their fellow Lithuanians. In the second year of govern­
ment under Vladimir Putin, a greater number of Russians are now positive about their new 
regime, but they are still in a minority. 

In almost every country, a majority faces the political future with optimism. When 
asked what they expect their regime to be like in five years' time, an average of 68 percent of 
CEE respondents give a positive answer, and 62 percent of Russians. Optimism is highest in 
the Czech Republic, Estonia, Hungary, and Poland, where four-fifths or more arc positive. 
In the two countries where the future is viewed least optimistically, clear majorities remain 
positive, and the small downward movement in opinion is not statistically significant. 

In seeking popular support, new democracies compete with undemocratic alternatives. 
By definition, every post-Communist adult has lived under at least one undemocratic re­
gime, and older citizens have lived under two or even three types of undemocratic rule. 
Everywhere, freedom has been accompanied by economic costs, consistent with the text­
book economic dictum that there is no such thing as a free lunch. 

The costs came first, for the transformation of a nonmarket command economy into a 
market economy was a big shock. In the first few years, official economies contracted and 
prices soared. In CEE countries, the adaptation to a market economy began quickly and 
benefits began to flow, though not to all households. But the shock of economic transfor­
mation leaves psychological scars, and particularly in Russia the economy has yet to recover. 

Barometer surveys ask people if they think their country would be better governed if 
the current system were replaced by any of three all-too-familiar alternatives: a return to the 
Communist regime, military rule, or a dictatorship (see Table 2 ). In Central and Eastern 
Europe more than four-fifths on average reject a return to Communist rule. Where state 
boundaries as well as political systems have changed, the minority wanting to go back to a 
regime that was multinational as well as Communist is larger; that is, in Slovakia and Slovenia. 

TABLE 2. ENDORSEMENT OF UNDEMOCRATIC ALTERNATIVES 
(% regarding as better) Communist Military Dictator 

Slovakia 30 3 25 
Bulgaria 27 132 28 
Slovenia 23 6 27 
Poland 23 6 33 
Czech Republic 18 1 13 
Romania 19 14 32 
Hungary 17 2 17 
Lithuania 14 5 40 
Estonia 8 2 40 
Latvia 7 4 38 

(New Europe mean) (18) (6) (29) 
Russia 47 15 31 
Source: Centre fo1· the Study of Public Polic:v New Europe Barometer 2001 and Nell' R1mia Barometer 2001. 
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In evaluating the Communist past, less than one-third of Central and E,1stern Europe­
ans who make a positive judgment of that period would actually want to go back to a one­
party state. For example, while two-thirds of Hungarians are positive about their old, rela­
tively unrepressive regime, only one-sixth would want to back to it. In Russia less than half 
would want to do so. Although many politicians who were active in the old Communist 
Party remain active in politics today, they have shown that they are opportunists, not Marx­
ists, abandoning Communist loyalties and offering voters what they want, namely, an alter­
native to more market-oriented policies. Those Communists who remain more closely iden­
tified with the old system, as in Russia, do not win elections. 

In Central and Eastern Europe, anti-Communist and anti-Russian sentiments are often 
expressions of national values and traditions. Between the two world wars these traditions 
often led to rule by a strong man or a military dictator. Communists had a simple method for 
establishing civilian control of the military: generals suspected of disloyalty were stripped of 
their rank, sent to the gulag, or shot. In Warsaw Pact countries, the leaders of national armies 
were not expected to be loyal to their national government; their commands came from Mos­
cow. Given this, it is not surprising that 95 percent reject the idea of the army taking over 
government, and in Russia five-sixths are against the military becoming involved in politics. 

While majorities everywhere reject getting rid of an elected parliament and letting a 
strong leader decide everything, in many countries the minority favoring a dictatorship is 
substantial, rising above one-third in each of the three Baltic states. Rejection of dictator­
ship is highest in the Czech Republic and Hungary, where less than one-sixth favor rule by 
a strong man. In Romania, where Nicolae Ceausescu combined the worst traditions of 
Balkan despotism and Stalinism, more than two-thirds reject dictatorship. Even though (or 
because) Russians have been subject to one-man or one-party rule for a lifetime, more than 
two-thirds are also likely to reject dictatorship. 

A decade of living with a system of government that is democratic in form but often 
ineffective has made four-fifths careful to avoid extremes in judging the appeal of democ­
racy. When the New Europe Barometer asks people whether they are satisfied or dissatisfied 
with the way democracy is working in their country, only 2 percent say they are very satis­
fied, and 18 percent are very dissatisfied (see Figure 1 ). In the Czech Republic and in 
Slovenia an absolute majority express themselves as fairly satisfied, while less than one-third 
in Bulgaria and Romania gives a positive answer. In the eight countries where a majority is 
dissatisfied, the largest group consists of those who are fairly dissatisfied rather than ex­
tremely negative. 

Post-Communist citizens often have good reason to be critical, for the reforms needed 
to deal with the turbulence of transformation are great. European Union officials make this 
point as well when discussing with CEE governments hundreds of detailed administrative 
and legal standards that must be met before they are admitted to the EU. In showing 
dissatisfaction with their government, citizens are exercising a democratic right to say what 
they think even when it is critical of government. It is also a right that is often exercised in 
the established democracies of Europe and the United States, when voters are disappointed 
by the actions of what their elected government. 
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FIGURE l. MOST PEOPLE GIVE ONE OR Two CHEERS FOR DEMOCRACY 
(Average of responses 1n 10 CEE countries) 

Overall sat1sfact1on with the way democracy works in this country 

Very satisfied 
2% 

Source: Ccnt1·e for the Study of Public Policy New Europe Barometer 2001. 

In Russia a prior question arises: Is the country a democracy? By the simplest of electoral 
standards, Russia appears to be so, for it conducts substantially free and competitive ballots. 
But Freedom House's Freedom in the World survey classifies the country as only "Partly 
Free" because of substantial derogations of political rights and civil liberties. The New Rus­
sia Barometer asks the country's citizens where they would place the present system of rule 
on a ten-point scale ranging from complete dictatorship to complete democracy. The me­
dian group, 34 percent, place it half-way between these two end points, a rating consistent 
with Freedom House's "Partly Free" description. A total of 42 percent rate the new regime 
as more democratic than a dictatorship, while 24 percent see the Russian Federation as 
closer to a dictatorship. 

RULE OF LAW Is THE PROBLEM 
The peoples of Central and Eastern Europe have learned the hard way to value the rule of 
law, for their history is that of repression and corruption, as illustrated by Janine Wedel's 
studies of Poland under martial law in the 1980s. And Russians have a saying: The law is like 
a door in the middle of the field. You can go through it if you want, but you don't have to. 

The repudiation of Communist rule and the introduction of competitive elections show 
that political repression is no longer a cause for anxiety among the majority. However, the 
carryover of ways of conducting government business under Communism and the new 
opportunities for wealth created by privatization and the market have made corruption a 
major threat to the rule of law in CEE countries. Although there is a correlation between a 
government being popularly elected and being honest, the relationship is not consistently 
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strong. For example, among the ten CEE countries currently negotiating membership in 
the European Union, the integrity of Estonia is ranked at the same level as Italy. And Hun­
gary, Slovenia, and Lithuania have better ratings on Transparency International's Corrup­
tion Perceptions Index than Greece, the EU member with the lowest rating. The opposite is 
also true: integrity can be found without democracy. Transparency International ranks 
Singapore among the five countries with the least corruption in the world, while Russia is 
reckoned as just as corrupt as Pakistan. However, Freedom House classifies both Singapore 
and Russia as "Partly Free," because of their restrictions on political and civil liberties. 

When asked how widespread is corruption among public officials, an average of 73 
percent regard most or almost all public officials as taking bribes and dispensing favors (see 
Figure 2 ). The perception of corruption is highest in Lithuania and Latvia, and it cannot be 
blamed on the presence of large numbers of Russians. Indeed, the percentages perceiving 
corruption are larger in these countries than in the Russian Federation and in Estonia, 
which has a large Russian minority. In Slovenia, a majority rejects the idea that most officials 
are corrupt, and in Hungary almost half do so. In New Europe Baramoter countries, only 
28 percent trust the police; 25 percent trust the courts. These figures reflect popular suspi­
cions that in some cases the police may be in league with crime rather than fighting it. 

FIGURE 2. CORRUPTION AND BRIBE-TAKING SEEN AS WIDESPREAD 
(% thinking most or almost all public officials take bribes, are corrupt) 

0 20 40 60 80 100 

Source: Centre far the St11dyof P11blic Policy New Europe Barometer 2001 and New Rttsria Barometer 2001. 

Violations of the rule of law shift from being media headlines to immediate problems when 
they influence the actions ordinary people have to take to get things done by government. To 
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sec how people expect to cope with public officials, the New Europe Barometer asks what 
people would do if they needed a government permit and instead of being given it were told 
to be patient and wait. Only 23 percent think that officials would respond promptly without 
prodding and 18 percent that prodding would result in action. Two-fifths are ready to break 
the law themselves to get action: 35 percent recommend bribery or using connections and 6 
percent suggest just doing what you want anyway. The remainder believe that nothing can be 
done to get public officials to do their job in response to requests from citizens. 

Russia is an extreme example of the absence of the rule oflaw. Since the country is rich 
in oil, gas, diamonds, gold, and other metals, the rewards of nomenklatura privatization and 
bribing otlidals to secure tax exemptions arc very great. Ordinary Russians see the law as 
selectively enforced. When the New Russia Barometer asks whether the courts will punish 
those who commit street robberies, just over half think this is the case. However, only 28 
percent think the courts will punish businessmen and women who evade taxes, and only 20 
percent think the courts will punish public officials who take bribes. 

Russians are aware of the problem, and they do not like it. Public opinion surveys 
consistently show a sizable popular demand for Russia to become a normal society in which 
the government is honest and in which dishonest people go to jail rather than to their 
second home in Switzerland, London, or New York. Confronted with this situation, Presi­
dent Vladimir Putin has made an ambiguous pledge to establish the "dictatorship oflaw." 

TABLE 3. TRUST IN POLITICAL INSTITUTIONS 
(% trusting) Parliament Parties Courts Police 

Bulgaria 26 25 24 31 
Czech Republic 20 22 34 40 
Poland 20 8 25 36 
Hungary 16 14 36 29 
Romania 13 9 19 24 
Slovenia IO 8 26 30 
Estonia IO 8 26 19 
Lithuania 9 8 16 26 
Latvia 8 7 24 27 
Slovakia 9 9 15 21 

(New Europe mean) ( 14) ( 12) (25) (28) 
Russia 7 7 23 13 

So111'Ce: Cmtrc fo1· the St11dy of Public Policy Nc111 Europe Barometer 2001 and New Russia Barometer 2001. 

Trnst is indicated by persom who ~11i11c i11stit11tio11S a 1·ati11g of 4 to 7 mi a scvc11-poi11t scale. 

Corruption in government breeds popular distrust of public institutions. Although a 
larger percentage of people vote in national elections in Central and Eastern Europe than 
in the United States, most voters do not trust the politicians and parties for whom they 
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cast their ballots (see Table 3). Trust in political parties is lower than in any other public 
institution. Across the CEE region, only one in eight trust parties, and in Bulgaria, where 
the trusting minority is least low, parties have their roots in a patronage-dominated Com­
munist system. The only difference between countries lies in the extent of distrust. Only 
one in seven positively express trust in their Members of Parliament. Here again trust is 
least low in Bulgaria. Although CEE standards of trust in institutions are generally lower, 
those of Russians are lower still: only 7 percent trust Parliament, and only 7 percent trust 
parties. Boris Yeltsin and Vladimir Putin have behaved consistently with this view, for 
both ran as independents and won presidential election. 

IMPLICATIONS: LOCKING IN AND LOCKING OUT 
Whether or not the post-Communist regimes can be considered democracies, they can 
hardly be described as new. Contrary to forecasters of doom, the Central and Eastern 
European regimes did not revert to undemocratic forms of rule that were normal there 
before World War II. In the past decade they have persisted, and there is now wide­
spread acceptance among political elites that the new system is "the only game in town" 
and that the way to power is to win elections rather than abolish them. The public's 
acceptance of this fact and its rejection of undemocratic alternatives add to the locking 
in of the status quo. 

In the democratic regimes of Central and Eastern Europe, a majority of citizens are 
fairly dissatisfied with the way democracy is working, but they also accept the view that 
Winston Churchill expressed in 1947, two years after the devastation of World War II. He 
told the British House of Commons, "No one pretends that democracy is perfect or all wise. 
Indeed, it has been said that democracy is the worst form of government, except all those 
other forms that have been tried from time to time." 

There remain places in Central and Eastern Europe where the stability of the regime is 
uncertain, including Albania, Bosnia-Herzegovina, Kosovo, and Macedonia. The surprising 
fact is that more destabilization has not occurred, given the existence oflarge ethnic minori­
ties in Bulgaria, Estonia, Latvia, Romania, and Slovakia. The great majority of CEE citizens 
support their form of government through the ballot box-no small achievement when one 
looks at their twentieth century history. 

The locking in of regimes established a decade ago has contrasting implications in the 
former Soviet Union. These successor states are locked out of Europe. To join the European 
Union, countries must be democratic, and not just partly free. Geography and culture can 
explain why post-Soviet Central Asian states are non-European as well as non-democratic. 
But Belarus, which borders Poland, is equally undemocratic, and Ukraine, Moldova, and 
Russia also border applicant countries of the EU. To be considered for membership, these 
countries must apply the rule of law to economic affairs as well as to political rights. But 
there are strong domestic pressures to maintain a status quo that favors existing beneficiaries 
of the post-Communist redistribution of power and wealth and to avoid external scrutiny. 
The spectre haunting citizens in the partly free and often corrupt successor states of the 
Soviet Union is persistence along a path that leads nowhere. 
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Exclusion from Europe, however, does not mean exclusion from world affairs. Demo­
cratic governance is not a condition for becoming a member of the United Nations or 
receiving money from the World Bank and the International Monetary Fund. American 
concern with homeland security since the terrorist attacks of September 11 gives Washing­
ton a heightened interest in relations with the nondemocratic, post-Soviet countries that 
flank Afghanistan. Likewise, President Putin has shown a readiness to link America's antiter­
rorist war with Russia's own internal war in Chechnya. 

As the Central and Eastern European countries move from negotiations to full mem­
bership in the European Union, democratic practices should gain strength. The first group 
of new entrants will participate in the governing councils of the EU and receive the eco­
nomic benefits of membership. Countries that remain on the waiting list for admission will 
stay in negotiations in which Brussels will offer technical assistance and financial grants to 
improve the quality of governance and fight corruption. Inevitably, nationalists will attack 
externally imposed conditions as threats to their sovereignty and national traditions. Such 
criticisms are also heard in member states such as Britain and France. But as long as free and 
fair elections are held, citizens will be able to decide whether their long-term goals are better 
served by advancing toward standards that the fifteen member-states of the EU promote or 
moving in the direction of the successor states of the Soviet Union. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 4.55 ..j, 4.75 1'1' 4.38 1'1' 4.13 1' 3.94 

Ruic of Law na na 5.50 1'1' 5.00 1' 4.88 

Economic Liberalization 4.00 ..j,..j, 4.50 4 50 1'1' 4.17 1'1' 3.75 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 760.5 816.7 681.0 903.1 1,077.6 1,094.4 1,227.7 

Real GDP growth (%change) 13.3 9.1 -7.0 8.0 7.3 7.8 7.0 
Inflation rate 7.8 12.7 33.2 20.6 0.4 0.1 3.5 

Exports($ millions) 205.0 229.0 167.0 205.0 275.0 256.0 276.0 
Imports($ millions) 680.0 921.0 685.0 826.0 1,121.0 1,070.0 1,188.0 

Foreign Direct Investment($ millions) 89.0 97.0 42.0 45.0 51.0 141.0 207.0 
Unemployment rate 13.9 9.3 14.9 17.8 18.4 16.8 14.8 

Life Expectancy (years) 71.3 71.7 71.7 na 74.0 74.0 72.0 



INTRODUCTION 

1'.e Republic of Albania continues to work under dif­
icult conditions toward the consolidation ofdemo­
ratic institutions. The 200 I parli.1111entary dections 

were characterized by calm during the campaign and initi.1! 
round of balloting, but subsequent rounds decayed sub­
stantially as numerous election protests were filed and ap­
pealed all the way to the Constitutional Court. The 
atmosphere of the elcction was charged in part by the up­
coming presidential dection in 2002. Although Parliament 
is responsible for electing the president, its own election 
results failed to give any single party the majority that is 
constitutionally required to select the new executive out­
right. Improved registration procedures and administrative 
capacity continued to expand the base of digible registered 
voters. Nevertheless, voter turnout was modest and per­
haps reflected increased apath)•. 

During the period covered by this report, civil society 
benefited from long-awaited legislative reform, including a 
series of changes that established a framework for register­
ing nongovernmental organizations. Although NGOs did 
participate in this legislative initiative, their influence on the 
policy-making process remains relatively limited in general. 
Civil society groups depend to a large extent on foreign 
assistance, and the media consult NGO experts sparingly. 

The Albanian public continues to shift toward electronic 
media as their primary source of news and information be­
cause newspapers remain largely partisan political mouth­
pieces. In May 2000, Albania Radio and Television (RTSH) 
became an independent public entity; all other electronic 
media outlets are now private. The legal infrastructure for 
electronic media continues to improve, and some opposi­
tion-oriented stations have been licensed officially. Attacks 
on the media, while decreasing, persist nonetheless, and the 
ability of the media to represent itself is limited. 

Governance and public administration continue to ben­
efit from a solid Constitution and an increasing!}' sophisti­
cated legal framework, and under this framework the 
decentralization of authority to local governing institutions 
has progressed significantly. In particular, the framework 
clarifies the right oflocal governments to own and adminis­
ter property. Several legal decisions on the protection of 
state secrets were issued during the reporting period, in­
cluding procedures for declassifying information. The im­
pact of these initiatives on transparency remains unclear at 
this juncture. The fledgling office of the ombudsman is now 
fully operational, and the number of claims it receives has 
been increasing steadily. Overall administrative capacity re­
mains modest, and civil service reform continues to be slow. 

The government generally respects the panoply of mod­
ern human rights that the Constitution sets forth, includ­
ing private property ownership, and the country's 
multitiered judicial system and the Constitutional Court are 
taking an increasingly active role in their enforcement. Dur-
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ing the reporting period, the judicial and legal organs clashed 
and recei\'ed substantial scrutiny for their respective perfor­
mances. The judicial system itselt~ while tested, demonstrated 
its capacity to address larger inl>titutional conflict in the ap­
propriate venues. The system as a whole continues to labor 
without adequate resources, bur several needed legislative 
initiatives emerged to address lingering problems. Never­
theless, public confidence in the judicial system remains low. 

The Albanian public continues to view corruption as a 
problem that is endemic at all levels of government. It also 
views doctors, judges, tax officers, and customs officials as 
generally corrupt. In addition, a public opinion poll taken 
in 2001 indicated that the public considers corruption to 
be a central factor affecting the socioeconomic well-being 
of the country. In 2000, a World Bank study determined 
that Albania's level of administrative corruption was the 
highest in Central and Eastern Europe. Under the auspices 
of the Stability Pact, the Albanian government continues to 
elaborate plans for addressing corruption, but its efforts thus 
far have been criticized for lacking specificity and strategic 
priorities. Although the government also introduced new 
laws to combat trafficking and money laundering, it has not 
enforced them effectively. 

Despite these challenges, Albania's economy continues to 
improve, and the International Monetary Fund has com­
mended the country for its overall economic performance. 
Privatization proceeded in 2001 with notable developments 
in the telecommunications sector, and ta.x collection exceeded 
projections. The government limited the budget deficit to 9 .2 
percent while increasing social spending, and it made visible 
progress on several long-standing infrastructure projects. Still, 
Albania remains one of the poorest countries in Europe and 
continues to struggle with the flight of its nationals to coun­
tries that offer more favorable economic conditions. 

D EMOCRATIZATION 

1997 
4.25 

1998 
4.50 

Political Process 
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Since the civil instability of 1997, Albania has held presi­
dential, parliamentary, and local elections. Each transition 
was marked by decreasing incidents of violence and efforts 
to improve the electoral process, thus indicating an overall 
increase in political stability. However, continued irregu­
larities in the election process, hostility between the gov­
ernment and the opposition, and a high level of voter apathy 
show that there is still room for improvement. 

The most recent parliamentary elections took place in 
June and July 2001. Owing to irregularities, voting extended 
to five rounds and resulted in the longest election in Albania's 
post-Communist history. Although the international com­
munity deemed the elections acceptable, the experience 
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highlighted a number of structural weaknesses and led to 

calls for further review of the country's electoral framework. 
For example, in its preliminary findings the OSCE noted 
that the elections "mark[ ed] progress over past elections in 
the areas of campaign conduct, media and election admin­
istration." However, it also observed that "[ t]he election 
process has been protracted, litigious and uncertain." 

Albania's 1998 Constitution calls for a 140-scat uni­
cameral Parliament, down from the 155-mcmbcr Parliament 
that was elected in 1997. In the 200 l elections, directly 
elected candidates filled 100 seats. The remaining 40 scats 
were divided proportionally among party lists, based on the 
percentage of votes each party received in the first round of 
balloting. For a party's list to qualify, the party had to re­
ceive no less than 2.5 percent of the votes in the first round. 
Party coalitions had to receive no less than 4 percent. The 
Socialist Party (SP), which has led the government since 
1997, ran without a coalition, won 7 3 sears, and thereby 
retained power. Under the leadership of former President 
Sali Berisha, the Democratic Party (DP) formed the Union 
for Victory coalition, which included the Legality Move­
ment Party, the National Front Party, the Republican Party, 
and the Liberal Union. The coalition received 46 seats. The 
newly formed New Democrat Party (NOP) won 6 seats. 
Four smaller parties-the Social Democratic Party, the 
Human Rights Union, the Agrarian Party, and the Demo­
cratic Alliance, all former members of the SP-led coalition­
also met the 2.5 percent threshold and earned 13 sears 
among them The remaining two seats went to directly 
elected, independent candidates. 

Albania's mixed proportional system, which is outlined 
in the 1998 Constitution, proved to be somewhat problem­
atic in practice. As the election approached, it became appar­
ent that some so-called independent candidates actually had 
links to political parties. Put simply, the main parties had re­
alized tllat they could maximize their representation in Par­
liament by running candidates as independents. On June 12, 
2001, 10 parties filed complaints with the Central Election 
Committee (CEC), alleging that many independent candi­
dates were actually allied with the SP and the DP. In re­
sponse, the CEC issued regulations on the qualifications 
for an independent candidacy and announced that it would 
recognize 109 of the 114 independent candidates as affili­
ated with a party. 

Prior to the 2001 elections, there were three party 
groupings in power. The governing coalition, led by the 
SP, also included the Human Rights Union, the Demo­
cratic Alliance Party, the Social Democratic Party, the Agrar­
ian Party, and the National Unity Party. The primary 
opposition coalition consisted of the DP, led by Sali Berisha, 
along with the Legality Party, the Christian Democrats, the 
Democratic Union Party, and the Social Democratic Union 
Party. The third grouping, a nonaligned center-right coali­
tion known as the United Right, consisted of the Republi­
can Party, the National Front Party, the Right Democratic 
Party, and the Movement for Democracy Party. 

After the 2001 elections, the SP named Ilir Meta as 
prime minister. Meta had first become prime minister in 
the fall of 1999, when he replaced Pandeli Majko. The de­
cision to keep Meta as prime minister was made despite 
continuing tensions between him and SP leader Fatos Nano, 
who supported the candidacy of former Finance Minister 
Arben Malaj. 

These elections were particularly significant given that 
Parliament elects the president of the republic and that the 
next presidential elections are scheduled for 2002. Accord­
ing to the 1998 Constitution, tlle president is elected with a 
three-fifths majority vote of Parliament to serve a five-year 
term and is eligible for reelection only once. A party must 
control 84 seats in order to elect the president outright. Since 
the SP fell short of this goal in 2001, it will have to forge an 
alliance in order to name the new president in 2002. If Par­
liament fails to reach a majority vote after five attempts, the 
body is dissolved and new elections are held within 60 days. 
On July 24, 1997, the date of the last presidential election, 
the SP-controlled Parliament elected Rexhep Meidani, an 
independent-minded SP member. 

Since the advent of democracy in 1990, the govern­
ment has permitted the formation of independent parties, 
and a variety have been formed since then. For the 2001 
election, the CEC registered 38 parties. Article 46 of the 
1998 Constitution guarantees the rights of Albanian citi­
zens to organize for "any lawful purpose." However, it 
prohibits the formation of parties that are totalitarian; in­
cite and support racial, religious, or ethnic hatred; use vio­
lence to take power or influence state policies; or arc 
nontransparent or secretive in character. In February 2000, 
the government promulgated Law No. 8580, For Politi­
cal Parties, which detailed new procedures for the organi­
zation and registration of political parties. Although there 
are no legal impediments to the participation of women 
and minorities in government, women continue to face 
difficulties in being selected as candidates and achieving 
leadership positions in political parties. The new Parlia­
ment includes only eight women. 

Despite the existence of a variety of political parties, 
the two largest parties, the SP and the DP, have dominated 
Albania's political arena. However, popular disillusionment 
with the SP and the DP has led to the growing popularity 
of a new party, the NOP. The Reform Movement faction of 
the DP, along with two other parties created by former 
Democrats, formed the NOP in early 2001. Gene Pollo, 
former DP deputy chairman, is the party's leader. The NOP 
portrays itself as a progressive, center-right alternative to 
the DP, and in the recent parliamentary elections it won 
5.2 percent of the vote. The NOP has established itself as a 
third political force in the country. 

The relationship between the SP and the DP is charac­
terized by polarization, a situation exacerbated by the most 
recent elections. DP participation in the political process 
frequently consists of protests and threats of boycotts. In 
the lead-up to the October 2000 local elections, the DP 



heavily criticized the election process. lt then attempted to 

boycott the second round of balloting. Nevertheless, most 
of the DP candidates for municipal posts ignored the party 
order and remained in the race. Likewise, DP charges of 
ballot stuffing and other irregularities in the June 2001 elec­
tions caused the party chairman, Sali Berisha, to once again 
threaten to boycott the election results. 

Since the 1997 crisi~, Albanian authorities have been 
working to reform the electoral framework, and in May 2000 
a new electoral code was promulgated. The code governed 
the 2000 local elections and the 2001 parliamentary elec­
tions. It implemented Article 153 of the Constitution, which 
established the Central Election Committee as a "perma­
nent organ that prepares, supervises, directs, and verifies all 
aspects that have to do with elections and referenda and 
declares their results." Although the electoral laws govern­
ing both national and local elections guarantee multiparty 
representation on voting commissions, the composition of 
the CEC has been a very controversial topic. Reviews of the 
CEC's performance in the 2000 local elections were mixed, 
and its actions in the 2001 parliamentary elections have called 
its efficacy into question. 

The institution of the first national computerized voter 
register allowed nearly all voters to cast their ballots in the 
2000 local elections. In May 2001, Parliament amended 
the 2000 electoral code in an attempt to address lingering 
issues, including last minute voter registration. The amend­
ment to the electoral code outlined procedures that allow 
voters to register up to 24 hours prior to the election through 
local courts. As a result, the number of eligible voters in­
creased from 2,329,639 in October 2000 to 2,449,404. 

Despite this increase in eligible voters, the turnout 
for the 2001 elections remained fairly low. Some observ­
ers of Albanian politics believe these figures reflect voter 
apathy. Fifty-four percent of eligible voters participated 
in the first round, and 48 percent voted in the second 
round. These figures mark a downward trend from re­
ported turnout in past elections. Bearing in mind that 
the maintenance of accurate voter lists has been histori­
cally problematic in Albania, the following figures have 
been reported for past national elections: 1991 parlia­
mentary, 59 percent; 1992 parliamentary, 95 percent; 
1992 local, 70.5 percent; 1994 constitutional referen­
dum, 75 percent; 1996 parliamentary, 89 percent; 1996 
local, 75 percent; 1997 parliamentary, 66 percent; and 
1998 constitutional referendum, 52 percent. 

The June 2001 elections highlighted a number of re­
maining weaknesses in the electoral process, which resulted 
in a long delay in determining the final composition of Par­
liament. Complaints to the CEC and the appeals process 
presented the main problem, and irregularities in a number 
of districts necessitated multiple rounds of voting. How­
ever, the CEC, unclear on its competency in some cases, 
did not investigate all reported irregularities. In a number 
of cases that it did investigate, the CEC could not achieve 
consensus among its members and at times appeared to be 
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coming under political pressure. As a result of these factors, 
the parties turned to the courts to resolve electoral ques­
tions. By the conclusion of the election, nearly 40 election­
related cases had been filed with the Constitutional Court. 
Nonetheless, the fact that the parties sought redress in the 
courts rather than through violence or boycotts was a prom­
ising development in the Albanian political process. 

Civil Society 
~~~~~~~~~ 

1997 
4 25 

1998 
4.25 

1999-2000 
4.00 

2001 
4.00 

2002 
3.75 

Prior to 2001, civil society in Albania had long struggled 
with formal recognition under the legal system. The abuse 
of registration provisions by pyramid scheme operators had 
effectively halted any normal registration of nongovernmen­
tal organizations in the post-1997 period. Following an 
extended dialogue with the government, Parliament passed 
several pieces of legislation in 200 I, including Law No. 
8788, On Nonprofit Organizations; Law No. 8789, On 
the Registration of Nonprofit Organizations; and amend­
ments to the civil code. The new legislative framework rec­
ognizes the validity of nonprofit organizations, provides a 
basis for organizing and operating nonprofits, and explic­
itly authorizes the ongoing registration of nonprofit enti­
ties. The final adoption of this legislation marked significant 
progress in the creation of an environment that is condu­
cive to the development of an active civil society. 

According to a survey by the International Center for 
Not-for-Profit Law, the new laws "significantly changed the 
rules relating to [the] permissibility of economic activities." 
NGOs may claim exemptions from profit taxes, and the 
value-added tax generally does not apply to humanitarian 
aid. Other taxes, such as those on buildings and agricultural 
land, do apply. There are no legal restrictions on income 
generation, membership fees, or other types of fund-raising 
by NGOs. 

There is very little specific information on existing 
NGOs and even less on their breakdown by sector. NGOs 
are responsible for registering with the district courts, and 
the government does not maintain a central registry. The 
new NGO law should assist in regulating the collection of 
information on NGOs; however, it will take time to com­
pile precise information. Current estimates on the number 
of NG Os operating in the country vary from as low as 400 
to as high as 800. 

The population's level of involvement in volunteer or 
philanthropic activities is equally difficult to gauge. Alba­
nian NGOs address and undertake advocacy in a broad spec­
trum of areas, including the environment, juvenile justice, 
gender, and other social issues. In 2001, there was a noted 
increase in the involvement ofNGOs on matters related to 
the Stability Pact, the Growth and Poverty Reduction Strat­
egy, and anticorruption initiatives. 
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The P•lllc.:ity of information on NGOs is .1lso due to the 
fact that NGO!> remain underdeveloped. They lack organi­
zational cap:tcity and arc rdi.mt upon foreign donor fond ­
ing. In addition, there has been little improvement in 
relations between NGOs and the media. This .~ituation is 
due primarily to a lack of responsible reporting on the part 
of journ.1list~ and poor public relations skills on the part of 
NGOs. In light of these issues, a number of international 
governmental and nongovernmental organizations arc work­
ing with local NGOs to address the need for organizntional 
development, financial management and accountability, 
sustainability, and improved public image. These interna­
tional groups provide technical assistance .md training in 
areas such as developing bylaws and operational procedures, 
recruiting and training board members, fund-raising, stra­
tegic planning, and improving public and media relations. 
The materials generated for this training exist in the local 
language. 

To the extent possible, given these weaknesses, NGOs 
have been increasingly included in policy making. The re­
cent passage of the NGO law is a case in point. Civil society 
representatives were involved in the dratting process, in· 
eluding commenting on and discussing the various drafts 
with the government. Ultimately, the Ministry of Justice 
agreed to rework the drafts based on this expert input. 

The 1998 Constitution is, in part, responsible for the 
increase in civil society's access to government. In the sec­
tion on fundamental rights, it guarantees the rights of Al­
banian citizens to attend meetings of elected bodies, organize 
for "any lawful purpose," and petition organs of govern­
ment. Also, Article 81 of the Constitution provides that 
any group of 20,000 voters may initiate legislation at the 
national level. Supplementing the right to initiate national 
legislation is the right, upon the motion of 50,000 voters, 
to call a national referendum on the abrogation of a law. 
The government has taken other steps to improve transpar­
ency and create opportunities for NGO input. However, in 
general, interaction between civil society and the govern­
ment remains limited. 

In terms of trade unions, the 1998 Constitution pro· 
vides for the right to unite freely in labor organizations and 
gives workers the freedom to strike within some legal bound­
aries, which may be established to assure the provision of 
essential social services. In addition, the 1995 labor code 
sets forth the requirements for unions pertaining to regis­
tration, representation of employees' interests in court, the 
raising of tax-exempt funds, and their right to function with· 
out interference from the government, employers, or em· 
player organizations. There arc two main trade union groups 
in Albania: the Confederation of the Trade Unions of Alba­
nia (KSSH) and the Union of the Independent Trade Unions 
of Albania (BSPSH). KSSH records membership at approxi­
mately 100,000, while BSPSH numbers its members at ap­
proximately 118,000. However, membership in both 
organizations has been declining. The high level of unem­
ployment in Albania in recent years has reduced the effec-

tin:ness of trade unions in terms of their ability to engage 
in collective bargaining. 

Albania has made some progrc~s in educational reforms. 
In 200 l, fix the first time in recent history, the govern· 
ment expressed formal approv.11 for the concept of private 
universities. The government also approved the develop· 
ment of a national education center for evaluating and test­
ing. Nevertheless, protcssors continue to voice concern that 
hiring and admissions decisions arc politically influenced. 

Independent Media 
1997 1998 
4.75 4.75 

1999-2000 
4 50 

2001 
4.25 

2002 
4.00 

ln May 2000, Albania Radio and Television (RTSH) be­
came an independent public entity. All other electronic media 
are private. TVSH is the sole public broadcaster in the coun­
try and holds two of the four licenses to broadcast nation· 
ally. In November 2000, TV Klan and 1V Arberia received 
the remaining two television licenses. Top Albania Radio 
also received a national broadcast license. There are cur­
rently more than 75 private television channels and 30 pri­
vate radio channels operating throughout the country at 
the local level. 

In terms of print media, political parties, labor unions, 
associations, and groups publish their own newspapers and 
magazines. Approximately 200 different publications arc 
available in the main cities, including daily and weekly news­
papers, magazines, and pamphlets. There are nine major, 
daily independent newspapers. The three largest are Shckulli, 
Grr.zctrr. Shqiptm·c, and Kolm Jone. Kon·icri, DITA, and 
Brr.llkrr.n are the three newest independent newspapers. The 
partisan papers include Zcri i Popullit (SP), Rili11djrr. 
Dcmokmtikc (DP), Rcpublikrr. (Republican Party), LIRIA 
(Movement for Legality), ORA e Sbqipc1·isc (Demo-Chris· 
tian Party of Albania), and Altcmrr.tiPrr. Social Dcmolzmtc 
(Social Democratic Party). 

The print distribution system is wholly private. Daily 
newspaper circulation continues to decline due to the open· 
ing of new private radio and television stations, an increase 
in the price of the publications, and a general distrust of the 
print media. Current daily circulation of newspapers is un­
der 50,000 copies. This figure marks a steady decline over 
the last three years, from a 1998 figure of 85,000 copies. A 
recent survey conducted by the Albanian Media Institute 
shows that 65 percent of the public prefers private elec­
tronic media. None of the nation's newspapers are finan­
cially viable on their own. 

Commercial Internet access providers were licensed and 
began to offer service in 1998 and 1999. As of 2000, there 
were seven Internet service providers. There are no legal 
restrictions on Internet access, but relatively few people can 
afford a compmer or Internet services, particularly in rural 
areas. In addition, the poor telecommunications infrastruc-



ture hinders Internet access. It is estimated that as of 2000, 
there were only 2,500 Internet user~ . 

The 1998 Constitution enshrines both freedom of the 
press and the right of the public to access state information, 
and it explicitly prohibits "I p]rior censorship of .l means of 
communication ." Furthermore, it specifically allow~ forthc 
licensing of radio and television stations. In May 1997, Par· 
liament passed Law No. 8221, On Publk and Priv.1te Ra· 
dio and Television in the RepubliL of Albania, which 
sanctioned private broadcasting for the first time. In Sep­
tember 1998, Law No. 8410 completely replaced Law No. 
8221 and provided for a politically diverse National Coun­
cil of Radio and Television to regulate and supervise broad­
casting. In November 2000, pursuant to the legal 
framework, the council reviewed a host of license applica­
tions in what was a highly competitive process. Perhaps the 
most notable feature of this process was that the council 
issued licenses to stations that have sponsored programming 
that has been openly critical of the current government. 

ln 2001, regulation of private media was an active arena. 
Parliament passed amendments to existing legislation that 
forther defined the authority of the chairman of the Na­
tional Council of Radio and Television and the allocation of 
frequencies and that set rates for licenses. In addition, since 
the formal licensing of the media business, many new me· 
dia outlets had incurred liabilities under the Albanian fee 
system, and a number of them had found it impossible to 
make full payment within the allotted schedule. In response, 
the government established an installment system for the 
fledgling media industry that permits radio and television 
operators to pay off their liabilities for 2000 and 2001 over 
a period of time. 

The legal framework protects private electronic media 
stations, as well as Albanian Radio and Television, from out· 
side interference and prohibits censorship . Article 61 of the 
new Law on Electronic Media also prohibits sponsors (ad­
vertisers) from interfering with the content and scheduling 
of programs. In addition, it bans political parties, religious 
organizations, and state bodies from operating a private ra­
dio or television station and restricts any one owner of a 
company that holds national or television stations in its port­
folio to a maximum of 40 percent of the total capital of the 
company. 

Despite legislative restrictions, most media outlets arc 
subsidized by, or otherwise affiliated with, political par­
ties. Party and union newspapers generally espouse their 
sponsors' views, and newspapers report politically polar­
ized stories. A recent survey conducted by the Albanian 
Media Institute showed that 58 percent of the population 
believes that public television still speaks on behalf of the 
government. 

Although there is a legal foundation for freedom of the 
press, legal penalties for libeling officials and irresponsible 
reporting do exist. Law No. 7895, For the Criminal Code, 
which was enacted in 1995, contains a number of provi­
sions that impose a range of criminal penalties for insulting 
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or defaming public figures and symbols. Defamation of 
public officials, the president of the republic, and national 
symbols can result in penalties r.mging from a fine to three 
years in prison. "Calls for national hatred" and propagating 
false information may be penalized with a fine or up to five 
years in prison . Ar times, the state has applied this law to 
silence criticism of the government. Journalists and human 
rights activists arc campaigning for libel to become a civil, 
rather than criminal, offense. 

Attacks on journalists, while decreasing, remain a sig­
nificant obstacle to the development of an independent 
media. Another impediment is a lack of journalistic respon­
sibility. The performance of the media during the election 
campaign is one useful means of gauging the level of progress 
in this area. In comparison with the local elections of2000, 
there was slight improvement in media coverage at the out­
set of the 2001 parliamentary elections. However, media 
coverage deteriorated afi:cr the first round. 

The ability of the media to protest incursions into their 
freedom is limited. There arc three main nongovernmental 
organizations for the media. These arc the Albanian lnde­
pcndent Journalists League, the Association of Professional 
Journalists of Albania, and the League of Albanian Journal­
ists. In general, professional media associations in Albania 
arc fragmented and do not function as an effective voice for 
reform or the promotion of an independent press. 

In its 2001 Amwal Sm·vcy of P1·css Fi·ecdom, Freedom 
House rated Albania's media as "Partly Free." In the pe­
riod from 1994 to 1996, Albania's rating was downgraded 
to "Not Free" owing to the government's control over the 
media, including legal restrictions on private electronic media 
and threats against journalists. Albania's rating has remained 
"Partly Free" since 1997. 

Governance and Public Administration 

1997 1998 1999-2000 200 I 2002 
4.75 5.00 4.75 4.25 4.25 

Parliament is the chief rule-making organ in Albania. How­
ever, although it passes legislation, the majority of the ac­
tual drafting takes place in the various ministries. Under the 
1998 Constitution, certain organic codes (that is, Jaws on 
elections or public functionaries) can be approved or 
amended only with a vote of three-fifths of all members of 
Parliament. The president has the right to return legisla­
tion for review, but a majority of Parliament can overturn 
the veto. The 1998 Constitution also restricts the president's 
power to issue a discrete list of topics that involve the tradi ­
tional duties of head of state and constitutional guardian. 

In 1998, Parliament passed new rules of parliamentary 
procedure that provide for greater transparency and public 
input in the legislative process. Improved procedural guide­
lines also more clearly define the process for reviewing draft 
laws and thereby give parliamentary commissions more time 



56 •ALBANIA 

to analyze and amend bills. The new rules make Parliament 
much more transparent by allowing the public and media 
to attend plenary sessions and permitting radio and televi­
sion stations to broadcast them. The public and the media 
may obtain information on draft laws and parliamentary 
reports, and NGOs and other interested parties may attend 
commission meetings. Albania's parliamentary commissions 
may also hold public hearings to gather input on draft leg­
islation or other issues. In mid- I 998, Parliament began to 
make its two-week schedule widely available to interested 
parties and the press. 

Despite these provisions, there is no consistent or fre­
quent consultation among the public, interested parties, and 
Parliament. Parliament lacks the appropriate resources and 
the public lacks sufficient information to undertake an effec­
tive consultation process. Proper publication and distribu­
tion oflaws and regulations has been a consistent problem in 
post-Communist Albania, and in 2000, a State Publications 
Office was developed to address the problem. By law, it is 
responsible for publishing legal information such as High 
Court decisions and commentaries on all organic codes, le­
gal indexes, and legal reviews. However, due to the limited 
printing capacity of its equipment and frequent power fail­
ures, the office currently publishes only the Official Gazette. 

In June 1999, Parliament adopted Law No. 8503, On 
the Right of Information for Official Documents, which 
allows any person to request official information from the 
state and obligates the government to make official infor­
mation public. In 2001, the government issued a number 
of new rules outlining the state's approach to secret infor­
mation. These rules describe how one obtains a security 
clearance and how the state classifies and declassifies infor­
mation. Specific rules and procedures were promulgated to 
protect state secrets in industrial zones, computer networks, 
and electronic communications. It remains to be seen 
whether this new legislation will be used to restrict access 
to information or to further define what information is avail­
able to the public. 

To increase government transparency and accountabil­
ity, the 1998 Constitution also established a national om­
budsman, or people's advocate. This official is explicitly 
authorized to enforce the public's right to information and 
is generally empowered to "defend the rights, freedoms, 
and lawful interests of individuals from unlawful or improper 
actions or failures to act of the organs of public administra­
tion." In an effort to depoliticize the post, the Constitu­
tion forbids the ombudsman from involvement in political 
activities and provides that he or she be elected by a 
supermajority, or "a vote of three-fifths of all members of 
the Assembly." 

In February 1999, Parliament passed Law No. 8454, 
For the People's Advocate, on structuring and implement­
ing the ombudsman's office. Since that time, the govern­
ment has handed down additional decisions to further clarify 
the jurisdiction of the people's advocate. The first people's 
advocate, Ermir Dobjani, was elected in February 2000. 

The work of the office of the people's ad\·ocate shows con­
tinued progress in the implementation of this legislation, 
and the number of complaints filed with the office increased 
steadily. 

With regard to local government, the 1998 Constitu­
tion contains provisions on the establishment oflocal gov­
ernment units as juridical bodies that possess a number of 
autonomous powers, including the power to tax, issue local 
rules, engage in contracts, and conduct local referenda. The 
creation of autonomous local government structures de­
centralizes the power of the Albanian state and creates a 
closer link between citizens and the political structures that 
govern them. The "Basic Principles" section of the Consti­
tution also enshrines this concept. 

In February 1999, Government Decision No. 103 es­
tablished the National Committee for Local Government 
Decentralization. In December 1999, Parliament approved 
the National Strategy for Decentralization and Local Au­
tonomy, and since then Parliament has passed, on schedule, 
the major framework laws called for under this plan. In July 
2000, the government passed Law 8652, For Organizing 
and Functioning Local Government, and Law 8653, For 
Administrative-Territorial Division of Local Government in 
the Republic of Albania, which implement the constitutional 
provisions described above. In February 2001, Parliament 
passed two companion pieces of legislation. The first law 
establishes the parameters of state ownership of property. 
The second law establishes the legal framework for manag­
ing the transfer of property from the central government to 
local authorities. In August 2001, the state established the 
Agency for Inventory of State-Owned Real Estate and Trans­
ferring Public Real Estate. The transfer of property to local 
authorities had long been an obstacle to the decentraliza­
tion effort in Albania, and resolution of this issue marks 
significant progress in this regard. 

The most recent local government elections took place 
in October 2000. They were monitored by the OSCE. Al­
though the elections received some criticism regarding trans­
parency in the second round, the international community 
determined that the elections marked overall progress to­
ward international standards. Moreover, the elections were 
not followed by widespread dismissals, as has occurred in 
the past. This continuity should have a positive impact on 
professionalism and capacity building in local governance. 

The Constitution specifically prohibits the national 
government from issuing unfunded mandates to local au­
thorities. Article 112 states, "The expenses that are con­
nected with the duties put by law to the organs of local 
government are covered by the budget of the state." The 
July 2000 Law on Local Government further outlines fund­
ing sources, both national and local. The 2001 budget 
marked the beginning of the implementation of these fiscal 
provisions. As a result, local governments continue to suf­
fer from insufficient financial resources. They also lack 
trained and qualified leaders and civil servants. In June 2000, 
Government Decision 315 created an Institute of Public 



Administration to provide training for civil servants. 
In 1999, the government removed approximately 5,000 

positions from the public sector payroll. It removed another 
3,000 the following year. In addition, progress in reviewing 
the salary structure has resulted in increased efficiency. A 
pay raise in July 2000 and the passage of a new Law on 
Public Service in November 1999 provide the legal frame­
work for staffing and promotions based on merit, rather 
than on political or personal influence, and have partially 
addressed retention concerns. 

RULE OF LAW 

1997 
4.75 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
5.25 5.00 4.50 

2002 
4.50 

The Constitution of the Republic of Albania was passed in 
a national referendum on November 22, 1998. In general, 
the international community gave Albania high praise for 
the open and inclusive drafting process. Furthermore, the 
esteemed Venice Commission of the Council of Europe 
praised the text itself, stating at the end of parliamentary 
deliberations that "the draft [Constitution], in particular 
the human rights chapter, is in conformity with European 
and international standards." 

Under the new Constitution, a Constitutional Court 
interprets and enforces the Constitution's provisions. The 
Constitution provides for a nine-member Court appointed 
by the president with the consent of Parliament. Judges 
serve nine-year terms without the right to reelection. The 
jurisdiction of the Constitutional Court is broadly defined, 
and individuals are specifically granted the right of petition. 
However, there is at least one important limit on jurisdic­
tion: The Court does not possess the power to raise cases 
on its own motion. In February 2000, Parliament passed 
Law No . 8577, For the Organization and Operation of the 
Constitutional Court of the Republic of Albania, which 
among other items provided guidelines for the issuance and 
execution of Court decisions. 

In terms of ordinary courts, the 1998 Constitution pro­
vides for a three-tier system of district courts, courts of ap­
peals, and a Supreme Court. All judicial decisions must 
explain how the law applies to the particular set of facts 
before the court, and decisions of the High Court must be 
published . In 2000, Parliament passed Law No. 8588, For 
the Organization and Operation of the Supreme Court of 
the Republic of Albania, which provides for the composi­
tion and structure of the High Court. The Constitution 
also provides for a High Council ofJustice, which, with the 
approval of the president, selects district and appeals court 
judges. The president, with the consent of Parliament, se­
lects members of the High Court and its chairman. Judges 
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enjoy immunity that can be liti:cd only hy the organ that 
appointed them. 

Under the earlier interim constitutional provisions and 
laws, the executive exerted influence over the High Coun­
cil of Justice, and the high council conducted judicial disci­
plinary procedures without regard to basic standards of due 
process. International human rights reports noted this in­
fringement upon the independence of the judiciary. In De­
cember 1997, though, Parliament passed a new Law on the 
Operation of the High Council that introduced basic due 
process protections such as the right of appeal to the Su­
preme Court. 

During the winter of2001, the Constitutional Court 
and the High Court struggled to define their respective 
jurisdictional competences. The essence of the conflict re­
volved around the role of counsel in trials held in absentia. 
The High Court sought to resolve the issue on the basis of 
the criminal procedure code, and the Constitutional Court 
grounded its contrary decision in constitutional due pro­
cess. In the end, the Constitutional Court issued a scathing 
decision that charged that the Supreme Court had failed to 
follow its authoritative pronouncement properly and did so 
in a manner that "creates a dangerous precedent in institu­
tional relations." 

In summer 200 l, the Constitutional Court also took 
center stage in the parliamentary election contest, which 
revealed a potentially promising development in the body 
politic regarding the role of judicial institutions. Many can­
didates filed challenges to the various election contests with 
local electoral commissions and their decisions up to the 
CEC. From there, appeals were lodged with the Constitu­
tional Court, which responded quickly by extending its 
normal hours of operation to review an unprecedented body 
of cases. The high volume of complaints lodged in subse­
quent rounds of the election did extend the process and 
garner criticism-particularly from DP leadership. However, 
it also represented a necessary commitment to the exhaus­
tion of local judicial remedies. Ironically, these events may 
represent one of the first times that the opposition DP has 
satisfied this basic jurisdictional requirement of the Euro­
pean Court of Human Rights, thus highlighting the pov­
erty of their frequently employed boycott strategies. 

At the day-to-day level , lower courts continue to face a 
considerable workload without adequate material resources, 
organization, and discipline. Case management presents an 
ongoing challenge, and case backlogs are commonplace. In 
April 2001, the Ministry of Justice issued a regulation that 
establishes a standard administrative structure for lower 
courts. The regulation defines basic rules for registering 
cases, maintaining archives, and budgeting. The judicial 
budgeting office of the High Court has also begun to de­
velop an independent, comprehensive approach to court 
budgeting. However, the challenges facing the lower courts 
are not solely administrative. It is widely acknowledged, for 
example, that the pressures of bribery and intimidation con­
tinue to compromise the judiciary in the areas of judicial 
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ethics and discipline. The courts' overall marginal adminis­
trative perfr>nnance, coupled with the credible accounts of 
corruption, causes the general public to hold the judiciary 
in low regard . 

At the end of 2000, the Council of Europe issued a 
report on the Matus of legal reform activities in the Repu b­
lic of Albania that highlighted several areas in which addi­
tional reforms in the judicial process arc needed. Three key 
areas involved the definition and organization of the judi­
cial police (also refrrred to as criminal investigators), the 
enforcement of judgments, and efforts to combat judicial 
corruption. In the first two areas, the Council of Europe 
recommended that additional legislative infrastructure be 
developed as soon as possible. Regarding the third area, the 
Council of Europe stressed that further attention be given 
to the EU-Council of Europe OCTOPUS anticorruption 
program, a World Bank proposal, and the Stability Pact Anti­
Corruption Initiative. 

In the same period, Parliament passed legislation clarify­
ing the status of the judicial police. The law defines the crite­
ria for becoming a member of the judicial police and outlined 
the services that the judicial police arc to provide. This clari­
fication supplements the 1995 criminal and criminal proce­
dure codes, which were modeled on analogous Italian codes, 
and strengthens the investigative capacity of the procuracy. 
This development further clarified the new, nonmilitary struc­
ture of the police forces and made clear their obligation to 
work in close cooperation with prosecutors. 

To address the perennially poor enforcement of judi­
cial decisions, Parliament approved legislation establishing 
a legal infrastructure for a judicial bailiff service that will 
facilitate prompt enforcement of judicial decisions. The new 
law sets forth the qualifications ofbailifts, their status-par­
ticularly vis-a-vis other institutions-and disciplinary stan­
dards. However, by the end of the period covered by this 
report, it was still unclear whether the actual execution of 
judgments had improved over that of the old Zyra 
Permbarimi (Office of the Executors) . The real challenge 
for the government will be the proper staffing and equip­
ping of this reconfigured office. 

The government also proffered new legislation to up­
date and elaborate the structure and duties of the Ministry 
of Justice and the office of the prosecutor-general. Both 
pieces of draft legislation included provisions that engen­
dered substantial debate. The Ministry of Justice draft con­
tained provisions on judicial inspection functions that 
resembled those allocated to the High Council of Justice 
under the Constitution. The draft on the office of the pros­
ecutor-general contained provisions that would have allowed 
presidents to dismiss prosecutors-general if they were 
deemed to be failing to fulfill their duties. 

The president immediately returned the law on the 
Ministry ofJustice for further parliamentary review. In ad­
dition to the constitutional concerns, the underlying source 
of the controversy is that the High Council ofJustice's in­
spectorate has failed to adequately fulfill its disciplinary in-

vestigative ti.mction owing in large part to a lack of even the 
most basic resources. The resolution of these competencies 
and the allocation of necessary resources clearly represent 
fundamental questions of policy. Parliament passed similar 
Ministry of Justice legislation again in May 200 I. How­
ever, the precise resolution of the underlying issues lan­
guished for the remainder of the reporting period . 

In contrast, the draft Law on the Office of the Pros­
ecutor-General was modified to omit the controversial pro­
vision. Parliament passed a new law in February 2001, thus 
establishing a complete framework for the prosccutorial ser­
vice. Central to the new law is the seven-member Council 
of Prosecutor~ . The council is composed offive prosecutors 
elected at a general assembly of prosecutors and two repre­
sentatives appointed by the Ministry ofJusticc and the presi­
dent. The council has authority fr.>r organizing competitions 
for the selection of new prosecutors and reviewing the work 
of sitting prosecutors. 

Removal of the prosecutor-general became the subject 
of additional controversy in the spring of2001 when a group 
of center-right parliamentarians called for his removal, al­
leging that he had improper links to known criminal fig­
ures. The prosecutor-general conceded that he had had a 
personal relationship with one of the individuals in ques­
tion, but he denied that he had engaged in any activity that 
compromised his position. He noted the fact that members 
of his office had proceeded unfettered with the prosecution 
of this figure during his tenure. At the end of March, Par­
liament rejected a motion for debate about a proposal on 
the prosecutor-general's removal. 

During the same time period, the minister of justice 
called on Parliament to remove three members of the High 
Court for their alleged improper involvement in the release 
of a suspected drug dealer in the southern city of Fier. The 
High Council of J usticc had censured and dismissed lower 
court judges for their involvement, and the issue sparked a 
public discussion about the independence of the judiciary 
versus the need to police judicial conduct. Despite the pe­
culiar circumstances, observers concluded that the justice 
minister had not made a proper cvidentiary case, and the 
motion failed to garner the two-thirds vote necessary for 
the judges' removal. 

Paying off court officials is one of the most common 
types of bribes cited by the Albanian citizenry, and judicial 
corruption is widely considered to be endemic. As a general 
proposition, judges are ill prepared to resist external influ­
ences and to apply the law impartially, for the majority have 
received inadequate training in the new system of post-Com­
munist legislation. In an attempt to dilute the influence of 
the old judges from the previous regime, new judges were 
produced in a six-month crash course in the early 1990s. 
Many of these new judges had formerly held nonlegal posi­
tions. Many new judges have also been drawn from the ranks 
of new law school graduates, and given the poor state of 
legal education generally, it is unclear whether these new 
graduates possess adequate skills. The main law school, the 



University of Tirana, suffers from a severe lack of materials 
,rnd facilitie~ , improper inAuence in admission policies and 
grading, and outdated courses. In 1996, Parliament autho­
ri1.ed the c~t.1bli~hment of a magistrates school to provide 
potential judges with postgraduate training. With assi~tance 
from the European Union, the Council of Europe, ;md the 
American Bar Association, the school began operation in 
1997. The tirst class of 20 graduated in 2000. The school is 
in the process of developing continuing judici.11 education 
cl.isse!> for sitting judges. 

Cognizant of their poor publk im<tge, members of the 
judiciary have taken internal measures to increase their pro­
fessionali.'>m. In December 1999, the lirst N.1tional Judicial 
Conference (NJC) was held, •ts requin:d under the Consti­
tution. The NJC is a national body that is organized by, and 
composed ot~ the members of the judiciary. It has the con­
stitutional responsibility frir selecting 9 of the 15 members 
of the High Council of Justice. During the period covered 
by this report, the organization hdd additional regional and 
committee meetings, and it continued to work on raising 
public a\\ arencss of judicial issues. It is generally acknowl­
edged that the NJC has filled an important void that was 
created when the Albanian Association of Judges became 
inactive in the mid- l 990s. 

Despite the judiciary's limitations, the government 
continues to respect human rights in general, albeit with 
certain clear exceptions. Reports of arbitrary detentions 
and arrests rem.tin both credible and relatively widespread, 
and detainees arc kept in overcrowded conditions and 
subject to beatings. These problems per!>ist despite pro­
tections incorporated within the 1995 criminal and crimi­
nal procedure codes, which together establish m.my b.1sic 
due process protections. For example, under Article 202 
of the criminal procedure code, the court may issue a 
search warrant for a per~on or premises on the basis of 
"grounded reasons." There arc exceptions for cases in 
which a police officer encounters a crime in progress. In 
2000, the government began to address concerns about 
detention when it passed Law No. 8570, For Some 
Changes to the Penal Procedure Code of the Republic of 
Albania, which limits the extension of detention periods. 
The government addressed the issue of police training 
with Decision 281, For Organizing and Operating the 
Police Academy, which sets forth provisions for the or­
ganization and management of police training. 

Moreover, police reform continues to be a priority, and 
multinational assistance providers supply training, materi­
als, and advice on an ongoing basis. The professional orga­
nization of the police continues to improve, with special 
units like the organized crime unit recognizing the need for 
refinements in the allocation oflimitcd resources. Also, the 
Ministry for Public Order's release of the number of police 
officers disciplined during 2000 highlighted the substantial 
number of dismissals for improper conduct. These refine­
ments have been credited with increasing arrests and sei­
zures of contraband. There also appears to be a continued 
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decline in the overall c.:rimc rate and an increase in the num­
ber of cases solved. 

Persons accusc-d of crimes have a constitutional right to 

a "free dcti:nsc when I the}' do l not have sufficient means." 
Howe\ er, the gm ernment has not established a reliable sys­
tem to ensure that this right is properly upheld . In accor­
danct: with the criminal procedure code, the courts arc to 
be supplied with a list ofloeal lawyers from which they may 
pick .~omeone to represent a criminal defendant. According 
to the code, the lawyer is then entitled to payment from the 
govcmmcnt fr>r any tees the defendant cannot pay, but the 
government is consistently delinquent. A limited number 
of nongovernmental clinics have begun providing these types 
of services, and the results arc encouraging. Still, the need 
continues to exceed supply-particularly in civil matters. 
Consequently, the general constitutional guarantee of lm­
man rights protection remains fragile . 

Part II of the Constitution, "Fundamental Human 
Rights and Freedoms," enumerates the rights and guaran­
tees that individuals, Albanian or foreign , enjoy against state 
intcrti:rencc in their lives. Limitations of these rights arc 
permitted only when it is established that they arc in the 
public interest or will protect the rights of others. Any limi­
tation is supposed to be in proportion to the circumstances 
generating the restriction, and under no circumstance may 
the limit<ttion exceed the limits accepted in the European 
Convention on Human Rights. In summer 2000, Parlia­
ment ratified Protocol VI of the convention on the aboli­
tion of the death penalty. 

In terms of minority rights, the new Constitution cites 
"coexistence" as the basis of the Albanian state. Further­
more, the president of the Venice Commission of the Coun­
cil of Europe suggested specific protective language for all 
suspect classes. His broad language was incorporated into 
the Constitution as a prohibition against discrimination 
based on "gender, race, religion, ethnicity, language, politi­
cal, religious or philosophical beliefs, economic conditions, 
education, social status, or ancestry." Generally, discrimina­
tion on these bases docs not constitute a significant prob­
lem in Albania. 

With the propensity of Albanian politicians to organize 
street protests, the balancing of rights to peaceful assembly 
and free speech with the state's responsibility for preserv­
ing public order has remained a sensitive topic. Immedi­
ately prior to the 2001 elections, Parliament passed 
legislation that addresses this issue. The legislation guaran­
tees the rights of any person to organize and participate in a 
peacefi.tl assembly. However, it also defines the circumstances 
under which an assembly may be prohibited and outlines 
the rights and duties of organizers, the police, and the me­
dia. The bulk of the provisions seeks to create an adminis­
trative structure for the safe management of demonstrations 
in public areas. 

At the beginning of 2001 , the government committed 
to a review of existing legislation in order to assess its com­
patibility with the country's international human rights com-
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mitments. It also began to coordinate with the United Na­
tions High Commissioner for Hu111;111 Rights on the de\'cl­
opment of its capacity to report on progress in the fulfillment 
of U .N. human nghts conventions. At the end of 2000, 
Parliament r.nified a series of international agrcements­
including the Vienna Convention on the Law of Trc,tties, 
which fitrther ensconced the domestic Albanian legal sys­
tem within the intcrnatirntal legal system. 

Corruption 
1999-2000 

6.00 
2001 
5.50 

2002 
5.25 

In 200 l, the Regional Corruption Monitoring System of 
the Southeast Europe.m Legal Development Initiative sur­
veyed 1,00 l Albanian adults on their views regarding the 
role corruption plays in society. The adults surveyed listed 
corruption as the number one socioeconomic problem, with 
60 percent of those surveyed rating it as one of the top 
three problems. Interestingly, of the countries in the re­
gion, Albania rated the highest in terms of citizen tolerance 
for corrupt practices and in terms of susceptibility to cor­
ruption and public pressure to engage in corrupt practices. 
The survey also showed that both within Albania and 
throughout the region, younger, wealthier residents of big 
cities arc considered to be more willing participants in the 
cycle of corruption. The spread of corruption throughout 
the public sector was also considered to be broad. In Alba­
nia, doctors, judges, customs and tax officials, and police 
officers led the list of public officials who arc viewed as ap­
plying pressure to receive bribes and other improper favors; 
over 80 percent of those surveyed considered "nearly all" 
or "most" customs officers and judges to be involved in 
corruption. 

This pessimistic assessment has been prevalent in re­
cent years. In a 1997 nationwide household survey, 55 per­
cent rated bribing as "somewhat" to "very" important, and 
39 percent admitted to having personally paid a bribe since 
the introduction of democracy in 199 l. Of those who ad­
mitted paying bribes, the recipients most ofi:cn cited were 
medical personnel, followed by public utilities personnel, 
police officers, and court employees. 

Furthermore, allegations of high-level corruption 
abound, with both the major political parties leveling charges 
at each other through the party press. Throughout the tran­
sition period, high-level officials have been accused of in­
volvement in improper business schemes. For example, 
former Prime Ministers Alcksander Mcksi (DP), Nano (SP), 
and Bashkim Fino (SP) have all been subject to allegations 
of profiting from their position through special deals on 
real estate development, smuggling, and other ventures. 
Similar allegations have also been made with regard to former 
Ministers ofFinancc Gene Ruli (DP), Dylbcr Vrioni (DP), 
and Malaj (SP). Prel Martini, former chief judge of the court 

of appeals, was removed afi:cr the change in government in 
1997, following years of allegations of corruption. During 
the 1996-1997 pyramid scheme crisis, there were credible 
reports of political connections to the plot's organizers. For 
example, VEFA Holding, once Albania's largest investment 
fund, was alleged to have made substantial donations to the 
DP. The failure of the national Commercial Registry to 
publish records of business formations, mergers, sales, and 
the like, as required by law, continues to make it difficult, if 
not impossible, to objectively verify the status and owner­
ship of business enterprises. 

Following the 1997 elections, the new government 
launched a major anticorruption initiative. This initiative 
involved both governmental and nongovernmental actors 
and culminated in a national workshop in the middle of 
1998. The initiative enjoyed the support of the World Bank, 
the U.S. Agency for International Development, and the 
Soros Foundation. At the workshop, the government pre­
!>ented a "comprehensive program to combat corruption." 
The program focused on civil service, customs, and judi­
cial reform. 

The government revised its anticorruption plan in 2000 
by bringing it into alignment with the Stability Pact Anti­
Corruption Initiative. Although the revised plan has been 
received favorably in terms of substance, it has been criti­
cally assessed as lacking detail such as strategic priorities 
timing for implementation . Furthermore, its emphasis on 
legislation, as opposed to institutional implementation, leaves 
substantial challenges for the near term. Late in 200 l, gov­
ernment representatives to the Stability Pact Anti-Corrup­
tion Initiative met in Croatia with representatives of civil 
society to develop "collaborative partnerships to combat 
corruption." The action plan that emerged for Albania out­
lined agreement on the need for a broad-based publicity 
campaign and greater support for civil society involvement. 
Prior to the conference, Albanian civil society representa­
tives had formed the Albanian Coalition Against Corrup­
tion, which developed a relatively detailed action calling for 
increased involvement of civil society in various aspects of 
the implementation of the government's plan. Whether the 
civil society initiative will be fully integrated into the strate­
gic planning and execution of anticorruption initiatives re­
mains to be seen. 

Internally, the government has moved forward on new 
legislation that establishes an "internal affairs" division of 
the Ministry for Public Order. The new internal control 
service has the stated purposes of preventing, detecting, and 
documenting the criminal activity of members of the state 
police and other divisions within the ministry. Employees 
of the internal control service, which is considered a sepa­
rate police division, enjoy the same status as members of 
the judicial police. 

The Ministry for Public Order has declared that the 
most significant threats to Albanian society arc organized 
crime and endemic corruption. The combination of the two 
has undermined good governance at all levels and has led 



the lntcrnatio1lJI Crisis Group to conclude that a distorted 
p~yche has emerged in the ranks of state employees that 
links "wealth from illegal trafficking" with "economic de­
velopment." The government has paid additional attention 
to this issue in terms of both drugs and human tratlicking, 
and new legislation has further defined narcotics trafficking 
and methods for its prevention. Pursuant to this legislation, 
the National Coordination Committee ti.>r the Fight Against 
Drugs has been established. This new office will answer di­
rectly to the prime minister. 

The OSCE has also conducted a review of existing leg­
islation that contains provisions on human trafficking, and 
its conclusion wns that "sufficient" legislation exists for the 
government to prosecute persons engaged in human traf­
ficking. However, the OSCE cited weaknesses in support 
for the victims of trafficking and in witness protection. In 
terms of the latter, the government began co take initial 
steps when it introduced measures that established some 
basic criteria for assessing threats to witnesses and provid­
ing needed protection. The government's decision defined 
as eligible those whose lives or personal property arc at risk, 
as well as those whose families arc at risk of the same. 

The government has also paid increasing attention to a 
common corollary to trafficking: money laundering. ln sum­
mer 2000, Parliamcnc passed the first serious domestic leg­
islation on money laundering. These provisions incorporate 
into domestic law a number of international standards, such 
as imposing record keeping and "know your client" provi­
sions on a broad range of institutions. In the fall of 200 I, 
the Republic of Albania ratified the Council of Europe's 
Convention on Laundering, Search, Seizure, and Confisca­
tion of the Proceeds from Crime, which will enter into force 
in February 2002. This convention will help Albania ad­
dress the issue of money laundering on an international scale 
by assisting it in freezing and seizing the assets of organized 
crime across borders. 

The success of these initiatives will depend on a more 
vigorous internal government commitment than has his­
torically been present. For example, in the mid- l 990s, Par­
liament adopted the basic legal and administrative framework 
addressing asset disclosure. Law No. 7903, On the Decla­
ration of Assets by Elected Persons and Some Senior Offi­
cials, requires elected and other "high level" officials to 
disclose their assets. A parliamentary commission is tasked 
with reviewing the information. Article I contains a list of 
"officials" who are covered, including judges, investigators, 
mayors, and local government employees. However, the law 
leaves it to the Council of Ministers to issue regulations, 
and full implementation continues to be an aspiration. 

The 2001 Transparency International Rcgiomil Report 
noted that corruption investigations and prosecutions arc 
very limited, with only a handful having been fully pursued 
in recent years. The highly publicized case ofldajet Beqiri, 
a minority party leader, is one notable exception, but seri­
ous systematic monitoring is not the rule in Albania. Fur­
thermore, some of the international watchdog groups, like 
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Transparency International, have not been conducting de­
tailed monitoring and rating of Albania in the past year. 

The World Bank conducted the last broad-based inter­
national study of systemic corruption in Albania in 2000 
and determined that the country's level of administrative 
corruption was the highest in Central and Eastern Europe. 
However, the degree to which firms in the country rated 
state institutions as having been "captured" by corruption 
was "low." Moreover, the "captor" firms that participated 
in the survey indicated that their influence on state institu­
tions was relatively limited. 

At the international level, the Republic of Albania con­
tinues to demonstrate a willingness to engage in transborder 
anticorruption initiatives. In March 2001, the government 
made the decision to place a representative office at the 
regional center of the Southeast Europe Cooperation Ini­
tiative, which focuses on cross-border crime. In mid-2001, 
Parliament ratified the Council of Europe Criminal Con­
vention on Corruption and joined the Group of States 
Against Corruption. At some time in the future, the OSCE 
will schedule a peer review evaluation of Albania. 
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In April 2001, the International Monetary Fund conducted 
its final assessment of Albania under its three-year Poverty 
Reduction and Growth Facility. The IMF commended Al­
bania on its performance under the program and concluded 
that all quantitative targets had been met and that most 
structural measures had been carried out. Real GDP re­
mained stable, and unemployment fell from the previous 
year's six-year high. As a result of Albania's increasing eco­
nomic and political stability, the IMF indicated that it in­
tends to negotiate a follow-up PRGF, estimated to begin in 
January 2002. Although the exact conditions of the PRGF 
had not been set as of year's end, the anticipated focus of 
the program is macroeconomic stability, institutional reform, 
foreign investment, and new domestic business develop-
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mcnt. Ncgotiatiom on a St.1bilization ;rnd Associ;ition Agree­
ment with the European Union arc expected to begin in 
the early part of 2002. Albania joined the World Trade Or· 
ganization in September 2000. 

A key component ofstructurnl reform that has not been 
completed i' the privatization of the Savings Bank (SB ), the 
largest bank in Albania. With the privatization of the Na­
tional Commerd.11 Bank in June 2000, the SB became the 
only remaining <;tare bank. The government announced the 
privatization tender for th<: SB in June 2001, with the ex­
pectation tl1Jt the proc<:ss will be completed in <:arly 2002. 
As discussed above, the conditiom for the second PRGF 
have not yet been set . However, given the importance of 
priv.1tizing the SB, the conditions arc likdv to include bench­
marks for progress in th<: privatization process. Privatization 
of the SB, a~ well as other rcfrmns in the banking sector, 
should contribute to increases in the s.lVings rate and en· 
courage economic development. 

On oth<:r privJtization fronts, the government made 
progress in telecommunications, mining, oil, and hydro· 
power. In telecommunications, the government moved for­
ward on the form and structure ofa privatized Albtelccom. 
The governm<:nt will establish a joint stock company 
whereby ownership is shared among former owners of 
telecom property, tdecom employees, and other strategic 
investors. The government hopes to conclude its sale by 
December 200 L 

In the mobile phone market, a subsidiary of the British 
company Vodafone and the Greek company Panafon pur­
chased Albania's second global system for mobile com­
munications license in i=ebruary 2001. The government 
also approved .1n .1gn:ement with a Turkish company to 

secure much needed investment and modernization of 
Albania's flagging chromium and copper mining ~ectors. 

Following this transaction, the Albanian Parliament ap· 
proved a concession to the Italian company Darfo for mud1 
of the chrome industry. It is anticipated that this invest· 
ment will reverse the recent dcdine in the chrome indus­
try. In terms of the oil industry, progress has been made 
with both .Servcom and its relining arm, ARMO. Finally, 
in terms ofhydropo\\'er, the go\'ernmcnt concluded a con­
cession agreement fiw the hydroelectric station at Kali\'ac 
that contained a package of tax holidays and other privi­
leges. Privatization of the electricity monopoly is not an­
ticipated in the near future. 

In addition to the funds r.iised through privatization, 
the government has been able to raise revenue through 
improved tax collection . ln 2000, t.ix collection was up 30 
percent from its l 999 level. Much of the improvement was 
due to better enfr>rcemcnt in the collection of the value­
added tax. ln 2000, the number of registered VAT payers 
increased hy l 7 percent. The increase in tax revenue over 
the last two ye.irs was also the result of improved border 
controls and the government's campaign against corrup­
tion. The fact that tax collection exceeded 2001 projec­
tions allowed the go\'ernment to keep the fiscal deficit at 

9 .2 percent of gross domestic product, while simultaneously 
incn:asing social spending. The 2001 budget focused prior­
ity on public infrastructure, health care, and education . 
Education spending .iccounted for 3.2 percent of the bud· 
get, up from 3 percent in 2000, and health care increased 
from 2.3 percent to 2 .7 percent, 

While the role of the securities market has remained de 
111i11imis in terms of capit;1l accumulation, the government 
did direct some attention to the elaboration of the requisite 
underlying mechanisms during the period covered by this 
report. In June 2001, it promulg.ned rules and procedures 
for e~tablishing financial and accounting requirements for 
those who participate in securities-related activities. Previ· 
ously, this area was largely unregulated and added to the 
fragility of this fledgling ~egment of the market. 

The government is also seeking to stimulate capital uti­
lization through secured lending. Over the past tcw years, 
the Republic of Albania has been working to introduce a 
system of secured transactions that will permit nonpossessory 
security interests in movable property. The original legisla· 
rive design was based on the European Bank for Recon­
struction and Development's model law on secured 
transactions. Early in 200 l, the government issued imple­
menting regulations frir the regulation of these "pledges." 
If successful, this initiative could jump-start secured lend­
ing-an area that has largely collapsed owing to its depen· 
dence on real property in a country that suffers from the 
lack of a reliable, functioning land title system. 

Another potential confidence-boosting measure for the 
private sector can he found in the enlargement of the legal 
infrastructure for commercial arbitration. In 200 l , Albania 
moved forward in this area by ratifying both the European 
Convention on International Commercial Arbitration and 
the New York Convention on the Recognition and Enforce­
ment of Foreign Arbitral Awards. With the prevalent lack 
of trust in the judicial system, intenutional arbitration can 
be expected to play an increasingly important role in the 
attra..:tion of foreign direct investment. 

In terms ofinfr.istructure, the country's much needed 
internal highway reconstruction program saw several posi­
tive developments. The platforms of both main political 
parties focused priority on the east-west transport corridor­
and the highway specifically. During 2001, Albania affirmed 
its commitment to a trans-B;1lkan highway network by rati­
l)•ing a loan agreement with the International Development 
Association and completed final negotiations with the Eu­
ropean Bank for Reconstruction and Development for other 
fonding. The state also approved the exercise of its power 
of eminent domain to expropriate certain properties that 
were needed to complete aspects of the road construction. 
On June 18, 2001, eight years after the initiation of the 
project, Prime Minister Meta officially opened the four-lane 
Tiran.t-Durres Highway. 

Despite its economic imprO\'ement, Albania remains the 
poorest country in southeast Europe. This fact played a role 
in the recent parliamentary election campaign, during which 



the SP targeted underprivileged segments of society with 
social spending. As long as economic conditions remain 
poor, Albania will continue to suffer from extensive emi­
gration . The flight of educated and skilled Albanians hin­
ders the political, economic, and social reform progress of 
the country. To address this issue, priority areas for the pov­
erty redw.:tion component of the upcoming PRGF are ex-
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pccted to be health, education, rural development, labor, 
and ~ocial affairs . 

Scott Cm·lson is the director of Ccntrnl and Eastern Euro­
pean programs at the American Rar Association Central and 
East European Lall' lnitiatii>e (ABA/CEELI) . We11dy Betts 
is a country director with ABA/CEELI. 
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Polity: Presidential-parliamentary democracy 

Economy: Capitalist-statist (transitional) 

Population: 3,800,000 

GNI per capita at PPP$ (2000): 2,580 

Capital: Yerevan 

Ethnic Groups: Armenian (93 percent), Azeri (3 percent), 

Russian (2 percent), Kurd and others (2 percent) 

Size of private sector as% of GDP (mid-2001): 60 

The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. The opinions expressed in this report arc those 
of the author. 

.J,.J, and 1'1' indicate score changes of .25 or more . .J, and 1' 
indicate changes of less than .25. 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 

Democratization 4.70 .J, 4.80 1'1' 4.50 .J, 4.56 4.56 
Ruic of Law na na 5.38 5.38 5.38 

Economic Liberalization 4.00 .J, 4.08 1'1' 3.58 3.58 3.58 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 341.6 422.4 432.2 498.2 485.5 504.0 702.1 

Real GDP growth (% change) 6.9 5.9 3.3 7.2 3.3 6.0 6.0 

Inflation rate 176.7 18.8 13.8 8.7 0.7 -0.8 3.1 

Exports($ millions) 271 .0 290.0 234.0 229.0 247.0 307.0 356.0 

Imports($ millions) 674.0 760.0 793.0 806.0 721 .0 774.0 848.0 

Foreign Direct Investment($ millions) 25.0 18.0 52.0 221 .0 122.0 104.0 140.0 

Unemployment rate 6.7 9.3 10.8 9.4 11.2 11.7 9.6 

Life Expectancy (years) 72.3 72.7 73.7 74.4 73.0 73.6 73.0 



INTRODUCTION 

D espite a decade of independence and an ongoing 
transition to democracy and the free market, Ar­
menia has not yet lived up to the expectations of 

its people who put an end to Communist rule. The country 
has built the main institutions of state and avoided long 
periods of instability, but a host of factors have prevented 
Armenia from stepping onto the path of development. These 
include the reversal of political reform in the early 1990s 
and the failure of Armenia's leaders to establish the rule of 
law. The past decade has taken an enormous social and eco­
nomic toll on Armenia. The slump in living standards has 
been so deep that it will take years before reforms bring 
tangible benefits to most ordinary citizens. Mass impover­
ishment, in turn, is having a negative impact on the process 
of democratization because it has engendered widespread 
political apathy and has led to a decline in civic conscious­
ness. Post-Soviet poverty coupled with rampant corruption 
has fueled popular disillusionment with politicians and demo­
cratic values in general. Many people no longer feel that 
political participation and civic activism can help resolve their 
problems. They simply do not see democratization as the 
key to prosperity. 

This fact makes it easier for government authorities to 
maintain Armenia's flawed political system, which combines 
elements of democracy and oligarchic rule. Although basic 
civil liberties are in place and the press is relatively free, the 
right of citizens to change their government has been se­
verely, and at times brutally, restricted. Most elections held 
since 1995 have fallen short of international standards. 

Armenia's greatest reform achievements are confined 
to the macroeconomic front. In 1992 and 1993, the coun­
try suffered hyperinflation and a tremendous slump in liv­
ing standards. The Nagorno-Karabakh conflict and turmoil 
in the region as a whole were among the main factors that 
strangled the economy by cutting off traditional trade routes. 
Since 1994, the macroeconomic policy of successive Arme­
nian governments has largely followed the prescriptions of 
the International Monetary Fund and the World Bank. Tight 
fiscal and monetary policies, backed by Western loans, have 
stabilized the macroeconomic environment. 

The economy has grown since 1995, and the annual 
inflation rate has not exceeded single digits since 1997. Most 
state assets have been privatized. The tightly regulated bank­
ing sector is almost fully in private hands, and the country 
has one of the most liberal trade regimes in the Common­
wealth of Independent States. However, recent trends, 
though positive, have not considerably raised the low living 
standards of most Armenians. Rampant corruption, the 
weakness of the rule of law, and the need for government 
connections all inhibit economic activity. 

Throughout 2001 President Robert Kocharian contin­
ued to strengthen his hold on power. After a six-month 
power struggle that resulted from the October 1999 ter-
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rorist attack on the Parliament building, Kocharian restored 
his supremacy in the Armenian leadership. Since then he 
has presided over the further weakening of his political op­
ponents, including the relatives and close associates of Prime 
Minister Vazgen Sarkisian and Speaker of Parliament Karen 
Demirchian, who were murdered in the 1999 attack. These 
two charismatic men co-chaired the Miasnutiun (Unity) 
bloc, which had swept to a landslide victory in the largely 
democratic parliamentary elections of May 1999. The five 
gunmen who killed them, along with six other officials, went 
on trial in February 2001. The defendants insist that they 
masterminded the massacre alone. 

Meanwhile, simmering tensions between the Republi­
can and People's Parties that make up Unity culminated in 
the bloc's collapse in September 2001. The Republican Party 
of Armenia (RPA), led by Prime Minister Andranik 
Markarian, wanted to be loyal to Kocharian. The People's 
Party of Armenia (PPA), led by Demirchian's younger son, 
Stepan, chose to join forces with two major opposition par­
ties. Virtually no major political group avoided a split or 
scandal in 2001. This fact led to an erosion of the opposi­
tion camp-a welcome development for Kocharian, who 
announced his decision to seek reelection in the 2003 presi­
dential election. 
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During the period covered by this report, President 
Kocharian further strengthened his position. At the same 
time, practically every political party capable of challenging 
him was embroiled in internal bickering and rifts. The presi­
dent used his sweeping constitutional powers and divide­
and-rule policies to win over or co-opt a considerable 
number of senior party members and thereby spread dis­
cord in most major parties. Several politicians who could 
scuttle Kocharian 's plans to win a second five-year term in 
2003 were kept busy putting down internal revolts staged 
by pro-presidential activists. A series of defections from 
opposition factions within Armenia's Azgayin Zhoghov (the 
National Assembly, or Parliament) also facilitated 
Kocharian's control of the main power levers by precluding 
additional legislative inroads into presidential authority. 

Unlike the other two Caucasian states, Georgia and 
Azerbaijan, Armenia has avoided long periods of instabil­
ity and strife since independence. Its political stability has 
been threatened only on two occasions: in the wake of the 
disputed September 1996 presidential elections and after 
the October 1999 killings in Parliament. In both cases, 
the country did not slide into chaos. The population, as a 
whole, and most of the leading political groups have been 
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unwilling to engage in radical forms of political participa­
tion. The post-Soviet Constitution, which was enacted in 
1995, is also credited \\ ith providing a legal framework for 
overcoming political crises. The constitutional mechanism 
for the peaceful transfer of power proved effective in Feb­
ruary 1998 when President Levon Tcr-PetrosMan was forced 
to resign. Likewise, after the shootings in PJrli.1111ent, rival 
government factions did not opt for unconstitutional ac­
tions. Despite frequent changes of gon:rnment-Armenia 
has had I 0 prime ministers in as m.my ycar~-Armenia has 
shown real continuity in its public policies, especially on the 
economic front. 

That said, the repeated failure of authorities to hold 
free and fair election~ is a serious hindrance to the establish­
ment of a democratic, stable, and predictable political or­
der. Endemic voting irregularities that heighten political 
tension in the \\'.1ke of elections arc the main murce of in­
stability, along with the enormous socioeconomic hardships 
suffered by the majority of Armenians and the absence of 
an independent civil service. The supposedly democratic 
process was distorted further during the period covered by 
this report when the division between the ruling forces and 
the opposition became blurred. Specifically, some top poli­
ticians popularized the idea that a party operated on the 
same playing field whether it was in the government or part 
of the opposition. This notion only disoriented Armenia's 
already apathetic electorate. Critics cl.limed that Kocharian 
brought about those distortions himself by luring opposi­
tion figures into government or giving them other material 
benefits. 

Further adding to the ambiguity is Armenia's constitu­
tional order. The Unity bloc, which won the 1999 elec­
tions, nominally forms the country's government. Ho\\ ever, 
Prime Minister Markarian has little control of the so-called 
power ministries that presidential loyalist~ head. 

Under the Armenian Constitution, the status of the 
ministers of defense, interior, national security, and foreign 
affairs is not different from that of other cabinet members. 
They are all nominated by the prime minister and appointed 
by the president. The latter has to reckon with Parliament, 
which can unseat the entire g<wernment with a vote of no 
confidence. Nevertheless, parliamentary majorities have 
rarely been at odds with the head of M.ltc in post-Soviet 
Armenia, not le.1st because of the president's right to dis­
solve the legi~laturc. One such standoft: which was sparked 
by the October 1999 massacre in Parliament, ended in May 
2000 in a victory for the head of state. 

The Unity-led parliamentary majrnity, tearing imminent 
dissolution of the National A~sembly, chose at the time to 
avoid furthi:r confrontation with Kocharian after he sacked 
then Primt: Minister Aram Sarkisian, the brother and suc­
cessor of the assa~sinated premier. The next prime minister, 
Andranik M.ukari,m, also represents Unity but is fi.tr more 
loyal to Kocharian, whose allies have held the key posts in 
Markarian 's government. The strengthening ofKm:harian 's 
positions was a logical continuation of political processes 

that followed the power struggle of 1999 and 2000. The 
president's constitutional superiority and knack for Machia­
vellian moves have left hi~ opponents in~idc and outside the 
government in disarr01y, and most of them have jumped on 
the presidential b;md\\ agon. 

Markarian 's RPA controls only a handful of ministries. 
The PPA, the RPA's junior partner in the now deli.met Unity 
bloc, h;1d lost 0111 of it~ government posts even before it for­
mally broke with the Republicam and joined the opposi­
tion in September 2001. Unity's coll01pse marked another 
milestone in Kocharian 's political triumph since the Octo­
ber 1999 assassination of eight ~enior officials, including 
the two co-founders of the once formidable alliance. Mem­
bers of the RPA and PPA who suspected Kocharian of mas­
terminding the bloodbath lost the power struggle and were 
driven out of government by May 1999. That was the be­
ginning of Unity's end. 

In February 200 I, a group of RPA members, led by 
the slain prime minister's brother Ar.im Sarkisian, accused 
their leadership of being too submissive to Kocharian 01nd 
left the party. They formed their own party, Republic. 
The reverse happened in the PPA, whose leadership re­
mains opposed to the president. The PPA's pro-govern­
ment minority quit the party in July 2001, protesting its 
growing links with the opposition. Similar splits also hit 
two other major opposition groups: the center-right Na­
tional Democr.nic Union (NDU) and the Armenian Com­
munist Party (ACP). 

The party rifts, nonetheless, brought some clarity to 
Armenia's political landscape by the end of the year. The 
PPA, Republic, 01nd National Accord Front (another major 
opposition party) teamed up in September 2001 to launch 
a nationwide campaign for Kocharian's impeachment. The 
trio thus emerged as the main opposition force in Armenia. 
It may put forward a single candidate in the 2003 presidcn -
tial election. The three center-left parties accused Kocha1ian 
of mismanaging the economy and sabotaging the investiga­
tion into the 1999 assassinations. Kocharian, who has no 
party of his own, is backed largely by Markarian's RPA, the 
PPA splinter group, and the influential Armenian Revolu­
tionary Federation (ARF). However, none of these parties 
has committed itself to backing Kocharian 's reelection. 

Legal procedures for the registration of political par­
ties are fairly simple in Armenia. This is evidenced by the 
fact that there were nearly a hundred registered parties as 
of November 2001. Only a dozen play a role in the nation's 
political lifo, and even they ,1rc not strong enough to aftect 
governance, not least because of the sweeping powers that 
the Constitution vests in the office of the president. Still, 
Armenian partie~ received a major boost in December 2000 
when Parliament increased from 56 to 94 the number of 
seats contested under the ~yMcm ofproportion01l represen­
tation. Parliament reduced the number of seats distributed 
in single-mandate constituencies from 75 to 37. The next 
elections for the 131-mcmbcr National Assembly arc due 
in May 2003. 



The lost lcgisl:ltivc eb:tions occurred on May 31, 1999. 
Twenty-one blocs and political panic~ and more than 800 
individual candidates contested them. The Central Election 
Commission did not refuse registration to any party or bloc. 

The Organization for Security and Cooperation in Eu­
rope, which sent a 200-mcmbcr mission to monitor the elec­
tions, characterized the vote as a "relevant step toward 
[Armenia's] compliance with OSCE standards" and con 
eluded that it had been "conducted in a generally peacefol 
and orderly manner which was free of intimid,1tion ." The 
OSCE reported that "freedom of .lSSociation and assembly 
were respected, and no cases of political repression were 
reported to the Mission," but it also voiced "serious con­
cerns" about inaccurate voter lists and problems with vot· 
ing by soldiers. 

Unity, formed by Soviet-era Communist chief Karen 
Demirchian and then Defense Minister Vazgen Sarkisian in 
the run-up to the elections, capitalized on Demirchian's 
populist appeal and won a landslide victory. The bloc, com­
prising Sarkisian's RPA and Demirchian's PPA, won 41.7 
percent of the proportional vote and took about half of the 
single-member districts. It won 61 scats in the 131-mcm­
bcr Parliament and enjoyed the backing of about 25 osten­
sibly independent deputies that have strong governmental 
tics. The ACP finished a distant second, with 12 percent of 
the proportional vote and 9 scats in Parliament. Two na­
tionalist groups, the ARF and the Right and Accord bloc, 
each won 8 scats. Two center-right parties, the obscure 
Country of Law Party and the opposition NDU, also cleared 
the 5 percent threshold needed to get seats under Armenia's 
system of proportional representation. Each party won 6 
scats. Most political opponents accepted the legitimacy of 
Unity's victory, despite their criticism of the election's han­
dling. None of the elected deputies represented an ethnic 
minority, and only four were women. Two women's groups 
that participated in the election failed to receive a mandate . 

The most recent presidential election, which took place 
in March 1998, was far more controversial. Kocharian's main 
challengers were Karen Demirchian, then a factory director, 
and Vazgen Manukian, the head of the opposition NDU. 
Kocharian won 38.76 percent of the vote and Demirchian 
30.67 percent, according to official results. Since neither con­
tender won a majority, a runoff election was held on March 
30. Acting President Kocharian won this round with 59.48 
percent of the vote. Demirchian received 40.52 percent. 

Demirchian and his supporters refused to accept defeat 
and charged that massive vote fraud had occurred. The 
OSCE, which had sent a monitoring mission, declared that 
the election "[did] not meet OSCE standards" but noted 
"improvements in some respects" over the serious fraud in 
Armenia's presidential elections in September 1996. 

Voter turnout has varied considerably since indepen­
dence but tends to be higher during presidential elections. 
The record high figure, 70 percent, was registered in the 
l 99 l presidential elections. Turnout for legislative polls has 
hovered between 50 and 55 percent. 

ARMENIA• 67 

Kocharian's growing strength has allowed him to con­
centrate on internationally sponsored efforts to resolve the 
Nagorno·Karabakh conflict, the main contributor to insta­
bility in the region .md a major issue in Armenian politics. 
The self-proclauned Nagorno-Karabakh Republic has grown 
tightly integrated with Armenia since it broke away from 
So\'ict Azerbaijan in the late 1980s. After a series of direct 
talks in the beginning of 200 l, the conflicting parties were 
reportedly closer to a peace deal than ever before. How­
ever, progress in the peace talks had given way to renewed 
uncertainty by June 2001. Each side blamed the other for 
the continuing stalemate. 
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Armenia entered the post-Communist period with strong 
prerequisites for a vibrant civil society. Hundreds of non­
governmental organizations mushroomed after the first 
democratic elections in 1990. Their influence on govern­
ment policies proved to be quite limited, however, when 
the country drifrcd away from the path of democratiza­
tion in 1994. Industrial collapse and mass impoverishment 
in the early 1990s also adversely affected the fabric of so­
ciety. During the period covered by this report, the au­
thorities remained largely impervious to NGO initiatives, 
and NGOs continued to operate under severe financial 
constraints. 

According to the Ministry of Justici:, there were more 
than l ,800 registered NGOs in Armenia as of November 
200 l. Nevertheless, only a fraction operates in practice. The 
scope of their activities is very broad and includes areas such 
as politics, human rights, benevolence, labor, business, and 
social and women's affairs. The overwhelming majority of 
them exist thanks to Western (mainly American) grants and 
financial assistance from the Diaspora. This is particularly 
true of Armenian charities. On paper, there are hundreds, 
but tcw manage to operate without external sources of fund­
ing. Also engaging in philanthropy arc the so-called unions 
of compatriots that comprise residents of Yerevan who arc 
natives of a particular region of the country. It is also not 
uncommon for wealthy individuals to help their native city 
or village. External family networks often serve a similar 
function. 

Most Armenians arc too poor to participate in such 
activities. The largest domestically based charity, the All­
Armcnian Hayastan Fund, raises the bulk of its funds from 
Diaspora communities. It has spent $70 million on various 
projects in Armenia and Karabakh since its creation in 1992 
by then President Levon Tcr-Petrossian. In addition, lead­
ing Diaspora charities such as the Armenian Benevolent 
Union, the Lincy Foundation, and the Armenian Relief 
Society arc active in Armenia. 
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Even rchgiou<> groups that engage in bern:volcnee rely 
on external funding. The largest and most influential of 
them, the Armcman Apostolic Church, finances most of its 
charitable activitie!> with Diaspora donations. The small Ar­
menian Evangelical Church docs the same. Other foreign 
religious charities that arc present in Armenia include the 
United Methodist Committee on Relief and the Catholic 
Relief Societies. 

There arc more than 40 registered women's organiza­
tions, but only half arc active. The Republican Council of 
Women (RCW), the large<>t such org.111izatio11, aims to pro­
tect a wide r,mge of women\ interests and to promote the 
representation of women in government. The RCW claims 
to have thousands of members in 78 branches scattered all 
over Armenia. 

NGOs have not been very active in lobbying the gov­
ernment or Parliament for passage oflegislation. Parliament 
included many of their suggestions in the existing law on 
NGOs, which was passed in 1996, but this is a rare example 
of successful policy advocacy. Throughout 2001, a stand­
ing committee of the Armenian Parliament consulted with 
journalists' associations and media-related NGOs on ways 
to amend a controversial law on television and radio. 

In early 200 l, the American group World Learning 
began implementing a four-year project of the U.S. Agency 
for International Development that is designed to assist 
Armenian NGOs that specialize in "advocacy, coalition­
building and networking." USAID also provides the bulk 
of fonding for the NGO Training and Resource Center, 
which the Armenian Assembly of America created in 1994 
with the stated aim of promoting "positive social, political 
and economic transformation in Armenia." Since then the 
center has provided 140 grants worth nearly $500,000 to 

local civic groups that arc involved in benevolence, con­
sumer protection, election monitoring, health care, legal 
reform, and refugee rights. It released 14 such grants in 
2001. In October 2000, the center won a $2 .2 million grant 
from USAID to continue its activities. 

Although NGOs must register with the Ministry of 
Justice, their large number indicates that registration is a 
fairly easy process. Most Armenian NGOs are too small to 

delineate functions. Generally a founder sets an NGO's 
agenda and leads fund-raising efforts. Nonprofit organiza­
tions are subject to taxation on property, vehicles, and em­
ployee incomes. NGOs must disclose revenue sources in 
order to establish their tax liability. They may collect cost 
recovery fees and earn income, but they cannot make a profit. 

The public's attitude toward the NGO sector is gener­
ally positive, and the media's coverage ofNGOs is equally 
so. However, the government's attitude is rather indifter­
ent. Although most central and local government structures 
assign officials assigned to deal with NGOs, the opinion of 
civic groups has had little bearing on the government's de­
cision-making process. 

Armenian trade unions play an even smaller role in the 
country's political and economic lite, because post-Soviet 

deindustrialization and mass unemployment have rendered 
them moribund and ineffectual. Mmt unions arc holdO\'crs 
from the Soviet period and opernte under the umbrella of 
the Contcdcration of Labor Unions (CLU). The CLU claims 
to have about 700,000 members, or 58 percent of the 
country's workf<>rce. Strikes have largely been confined to 
the public sector when employees demand payment of back 
wages. Strikes in the private sector are extremely rare be­
cause workers are generally not protected against arbitrary 
dismissal and, thus, feJ.r losing their jobs. 

Business associations have been more active than trade 
unions. The largest is the Union of Industrialists and En­
trepreneurs. Its membership includes many of Armenia's 
weJ.lthy indh•iduals, owners of privatized enterprises, and 
directors of state-owned factories. Two other groups, the 
Union of Armenian Trader<> and the Union of Small Entre­
preneurs (USE), represent the interests of shop and kiosk 
owners, respectively. A series of street protests that the USE 
held in 2000 and 2001 forced the government to deter the 
introduction of cash registers in kiosks. Armenia's three of­
ficially registered farmers groups kept a low profile during 
the period covered by this report. 

Most Armenian businesspeople further their interests 
by exploiting extensive government connections. Lobby­
ing is not regulated or defined by the law. Unofficial busi­
ness groups, which are ofi:en referred to as clans, act largely 
behind the scenes. By law, only parties may engage in po­
litical activities. 

There are at least three private think tanks in Armenia. 
Each has its own publication and periodically holds confer­
ences and seminars. However, there is no evidence that any 
of them has a serious impact on policy. 

Armenia depoliticized its education system when Com­
munist rule ended in 1990. According to the Ministry of 
Education, 84 of the country's 101 institutions of higher 
education are private. However, state-run universities con­
tinue to maintain higher educational standards. Their cur­
ricula arc free of political influence and propaganda. 
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Armenian media, with all their flaws and weaknesses, provide 
some hope about the future of democratization. Armenian 
newspapers and broadcasting organizations continue to of­
fer a wide variety of opinions, including harsh attacks on the 
authorities and President Kocha1ia11 in particular. However, 
in-depth investigative reports are still rare owing to persis­
tent financial constraints and journalists' lack of protcssional­
ism and exposure to Western standards of journalism. 

During the period covered by this report, no major vio­
lations of or threats to freedom of expression were reported. 
Still, in the absence of freedom of information legislation, 



the authorities continued to withhold important informa­
tion from the public. Likewise, the Armenian Parliament 
continued to delay passage of a new media law. Instead, it 
passed highly controversial legislation on regulating the ac­
tivities of television and radio companies. 

On January l2, 2001 , most Armenian television chan­
nels suspended their broadcasts for 45 minutes to protest 
some of the law's provisions. One provision envisaged the 
creation of a national commission that would be appointed 
by the president and empowered to issue and revoke broad­
casting licenses. The private broadcasters feared that this 
could give the authorities additional leverage against the 
electronic media. The channels also opposed a provision 
requiring them to produce at least 65 percent of their pro­
gramming. Throughout 2001, the parliamentary commit­
tee that drafted the law met with television representatives 
and media associations to discuss ways of amending it. 

Article 24 of the Armenian Constitution guarantees to 
everyone "the right to freedom of speech, including, inde­
pendent of state borders, the right to seek, receive and dis­
seminate information and ideas by any means of information 
communication." Freedom of speech can be restricted "by 
law, if necessary, for the protection of state and public secu­
rity, public order, health and morality, and the rights, free­
doms, honor and reputation of others." This provision may 
run counter to international human rights treaties, to which 
Armenia is a signatory, that protect press freedom. Under 
Armenian law, international treaties take precedence over 
national laws. 

Both the Constitution and the 1991 Law on Press and 
Mass Media have proved inadequate to ward off state inter­
ference in the media. Frequently, authorities have not even 
enforced these flawed legal tools when media freedom has 
been jeopardized. 

Despite the improved political situation, Armenian 
media still face many problems. Journalists often exercise 
self-censorship when covering security agencies. Direct 
threats and intimidation by government officials arc not 
common, but the authorities have other, mostly economic, 
means of restricting freedom of speech. The right of jour­
nalists to protect their sources is not absolute under the 
media law, which is widely seen as outdated. Parliament has 
yet to debate a new media bill that a local media watchdog 
agency and a group oflawyers drafted jointly in 1997. Sev­
eral hundred media outlets are officially registered with the 
Armenian Ministry of Justice, but only about 150 newspa­
pers and magazines, 60 national and local television sta­
tions, 9 FM radio stations, and 5 news agencies arc regularly 
active. 

The legal framework for the activities of the mass media 
is equally flawed with regard to dcfumation matters. Article 
208 of the Soviet-era criminal code (still in use in Armenia 
after several emendations) stipulates that publicly insulting a 
"government otllcial performing his/her duties" is a crime 
punishable by up to one year in prison. The code also pro­
vides criminal liability for defamation of character. If defama-
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tion is made in writing or through broadcasting, it can lead 
to a three-year prison term. Defamation does not have to be 
malicious and deliberate to be deemed a crime. 

The Law on Press and Mass Media permits libel suits 
against journalists and media organizations. Advocating 
"war, violence, ethnic and religious hostility, prostitution, 
drug abuse, or other criminal acts" and publishing "state 
secrets," "false and unverified reports," and the details of 
citizens' private lives without permission is illegal. A first 
offense carries a three-month suspension of one's publish­
ing license. A second offense warrants a six-month suspen­
sion. There were no reported cases of libel suits against 
journalists during the period in question. 

The overwhelming majority of media organizations in 
Armenia are privately owned and funded. There are dozens 
of private television stations across the country. The largest 
are Al-Plus, Ar, Armenia TV, Promctevs in Yerevan, and 
Shant in Gyumri (the country's second largest city). Shant 
extended its broadcasts to the capital and surrounding ar­
eas in February 2001. 

Al-Plus attracts viewers mainly with its news report­
ing, which is seen as the most objective and unbiased in the 
country. However, the company is poorly equipped and is 
not accessible in most of Armenia's regions. The financially 
stronger Prometevs and Armenia TV have been quite suc­
cessful with talk shows and entertainment programs, but 
the quality of their news programs is low. The state-run 
Armenian Public Television is the main mouthpiece of gov­
ernment propaganda. It is extremely hostile and biased to­
ward Kocharian's opponents and rarely airs criticism of the 
regime. 

There arc eight independent FM radio stations based 
in Yerevan and one such station in Gyumri. They confine 
their programming largely to music and brief newscasts. State 
radio retransmits the daily programs of Radio Free Europe/ 
Radio Liberty and the Voice of America. 

The state, including local government bodies, owns only 
a handful of Armenia's newspapers. The only state-owned 
national daily, Hayasta11i Ha11mpctttty1m, has a circulation 
of 4,000 copies per issue. There are also six privately owned 
national dailies, which are either independent or openly at: 
filiated with political parties. These papers offer a wide vari­
ety of opinions. 

The daily papers Ha.vots Ashkhm· ( 3,500 copies per is­
sue) and Ycrkit- (2,500) and the biweekly papers lmJ11mk 
(15,000) and Golos Annc11ii (3,500) tend to cover events 
from a leftist, and somewhat nationalist, perspective. Hayots 
Ashkbat" and Golos Armcnii are pro-presidential. The ARF 
controls Ycdzi1; and Prime Minister Markarian's RPA con­
trols the pro-government Zhmnanak ( 1,500). T he centrist 
daily Az:..11 ( 3,000) is close to a party with Diaspora connec­
tions, and the dailies Am Pot ( 5,000) and Ha_vlzakan 
Zbama11alz (3,000) have a liberal, and usually pro-Western, 
orientation. These two papers are sympathetic to former 
President Ter-Petrossian and his allies, and like Im1mnk, 
they arc very critical of the current authorities. 
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Print medi.1 in Arn1c111J arc, for the most part, unprof­
itable and financially dependent on sponsors and/or pJ­
trons who an: ofren intent on promoting their own political 
or economic mtcrcsts. Low living standards limit newspa­
per sales, and low circulation rules out major advertising 
revenues. The quality of news reporting is hampered be· 
cause many ncw:-.papcrs depend on subsidies instead of 
earned income Jnd, therefore, arc vulnerable to manipula­
tion by government officials, pJrtics, and wealthy individu ­
als. Even some independent publications arc not averse to 
accepting money from ruling circles. Broadcast mcdi:i arc 
more financially viable, thanks to larger audiences. 

In most cases, the content of news coverage rarely op­
poses the wishes of media owner~ or patrons. This fact en· 
courages a tendency toward partisanship. Newspapers 
generally will not discredit or criticize their owners, although 
they are free to comment on political and economic devel­
opments. The government hampers new~gathcring by con­
tinuing to withhold important information from the public. 
Many important facts come to light only through informa­
tion leaks. 

Newspaper distribution is one area in which the au­
thorities have maintained some leverage against indepen­
dent media. The state agency, Haymamul, distributes more 
than half of the nation's publications and controls most of 
its kiosks. On November 15, 2001, the government finally 
decided to press ahead with the repeatedly delayed 
privatization of the agency. The process is expected to take 
three to four months to complete. 

There arc several press associations in Armenia, but none 
of them represents the majority of local journalists. The 
Journalists' Union of Armenia, with hundreds of mostly 
elderly members, is a holdover from the Soviet period. The 
press corps in post-Soviet Armenia is much younger, and 
many of its members came to journalism from other protes­
sions. More than a dozen local journalists arc grouped 
around the National Press. Another organization, the 
Yerevan Press Club, acts like a media watchdog by moni­
toring ongoing trends, examining media legislation, and 
occasionally holding seminars. There is generally little co­
ordination among the country's press associations, even 
though they have issued joint statements in the past in the 
face of unacceptable government actions. No code of ethics 
binds the Armenian journalistic community. 

The International Telecommunications Union, an or­
ganization within the United Nations system, reports that 
in 1999 there were approximately 30,000 Internet users in 
Armenia. The Internet is not subject to formal restrictions, 
but poverty is so widespread in the country that only a small 
percentage of private households are actually connected to 
it. Instead, regular users generally have access at work, at 
universities, or in increasingly popular Internet cafcs. Ar­
menians often use the Internet to make telephone calls 
abroad. Myriad small businesses ofter this service, and their 
tariffs are much lower than those charged by the telecom­
munications monopoly, Annen Tel. 

There arc about two dozen Internet service providers 
in Armenia, all of which rely on ArmcnTcl for satellite con­
nections. These providers contend that ArmenTel's 15-year 
legal monopoly on tclccom services, which the government 
grantt:d in March 1998 during the group's takeover by 
Greece's Hellenic Telecommunications Organization 
(OTE), has slowed the development of Armenia's informa­
tion technology sector. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
4 50 4.50 4 50 4.50 4.50 

Armenia's highly centralized political system went essen­
tially unchanged during the period covered by this report . 
Sweeping constitutional powers allowed President Kucharian 
to strengthen his control of the executive and legislative 
branches. A ~cries of defections further reduced the opposi­
tion minority in Parliament. Local government bodies were 
still restricted in their activities and independence, and re­
form of the civil service, which the authorities initiated af­
ter years of delay, provoked political controversy. 

Lack of powers leaves the 131-member National As­
sembly in a disadvantaged position vis-a-vis the executive. 
The post-Soviet Constitution, enacted in 1995, allows the 
president to dissolve the legislature practically at will. Even 
so, Parliament may unseat the head of state with a two­
thirds majority if the Constitutional Court finds him guilty 
of grave oftenses. Parliament may also dismiss the govern -
ment by a vote of no confidence, and only it has the power 
to pass laws. However, presidential decrees, decrees by re· 
gional governors, and some decisions by local executive 
committees carry the status oflaw. The current Parliament 
had more clout until Kocharian 's victory in the power 
struggle that followed the October 1999 terrorist attack. 
Many of its members jumped on the presidential bandwagon 
at the time. 

Although the National Assembly's authority to oversee 
the executive's work is limited, it has often formed special 
commissions and held hearings on issues of popular con­
cern. In June 2000, for example, an ad hoc parliamentary 
commission made a bombshell allegation that fraud and 
inefficiency in the energy sector had cost Armenia more 
than $200 million in the 1990s. The commission's scandal­
ous report led state prosecutors to launch a criminal inves­
tigation, which was still going on as of November 2001. In 
May 2001, Parliament formed two special commissions to 
oversee the controversial probe of the October 1999 assas­
sinations and to investigate alleged abuses in the tclccom 
sector. 

Although the national press widely publicizes parlia­
mentary debates in Yerevan, local governments function less 
transpJrently. Drati: legislation is generally available to the 
media and the public, but local businesspeople frequently 



complain about what they see as frequent and abrupt changes 
in economic legislation . The absence of specific legislation 
guaranteeing the access of citizens to government-related 
information diminishes transparency as well. Parliament was 
due to debate one such bill in December 2001. 

Provincial governors and the mayor of Yerevan, whose 
rank is equivalent to that of a provincial governor, arc ap­
pointed by and accountable to the president rather than the 
local population or Parliament. Locally elected councils of 
ciders and locally elected district administrators (city or vil­
lage mayors) govern the urban and rural communities (vil­
lages, towns, cities, and city districts) in Armenia's l 0 
provinces. Each local council consists of 5 to l 5 members. 
The Lnv on Local Self-Government, which Parliament 
adopted on June 30, 1996, regulates relations between lo­
cal governments and the central government. District ad­
ministrators form their own staffs to run the day-to-day 
affairs of their communities. The councils of ciders, for their 
part, approve community budgets, supervise their imple­
mentation, and assess local taxes and tees. Their consent is 
required tor important decisions on communal land and 
other property. 

The prime minister can remove district administrators 
upon the recommendations of provincial governors, who, 
under the Constitution, act as representatives of the central 
government and are responsible for implementing its policy. 
The dependence of community administrations on provin­
cial and central authorities limits their impact on local af­
fairs. The most recent local elections in Armenia took place 
on October 24, l 999. A monitoring mission from the Coun­
cil of Europe determined that the elections were "free and 
fair." 

The central government controls all taxation, and the 
Ministry of Finance considers all budgetary requests from 
local governments. Technically, municipalities arc free to 
determine spending priorities, but the scarcity of money 
leaves them few choices. Taxes on land and property, fixed 
state tariffs, and l 5 percent of all income and profit taxes 
collected in a community go directly to its budget. This 
means that the bulk of local funds comes from the central 
government in the form of annual budget allocations. 

In the year 2001, reform of Armenia's civil service, 
which lacks competence and independence, finally began. 
On December 4, Parliament approved in the second and 
final reading a controversial law on the civil service. The 
bill, which the presidential administration and the govern­
ment drafted, is supposed to protect civil servants from ar­
bitrary sackings. The absence of such safeguards had forced 
many bureaucrats to side with the ruling regime in political 
battles. 

Parliament rejected the bill twice before passing in the 
first reading on July 24, 2001. Heated debates centered 
on a controversial provision that gives the president the 
authority to name all seven members of a state commis­
sion that would have determined key appointments in the 
civil service. When the opposition branded the clause as 
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unconstitutional, the lcgi~lation was sent to the Council 
of Europe for examination. Although the law might in · 
deed contribute to better governance, low public sector 
wages will continue to provide fertile ground for corrup­
tion and inefficiency. 

RULE OF LAW 

1997 
4.75 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
5.00 5.00 5.00 

2002 
5.00 

Problems with the rule of law arc among the most acute in 
Armenia. The magnitude of their most frequent form, cor­
ruption, remained high during the period covered by this 
report. Growing calls for reform of the 1995 Constitution, 
which has been widely criticized for its shift of power to the 
presidency at the expense of Parliament, finally compelled 
President Kocharian to suggest a package of constitutional 
amendments that would somewhat curtail his sweeping 
powers. The proposed changes, if enacted, could also foster 
the development of an independent judiciary. 

Constitutional reform was a major theme ofKocharian 's 
l 998 presidential election campaign. It was also one of the 
conditions for Armenia's accession to the Council of Eu­
rope in January 2001. The Armenian leader repeatedly 
pledged to give up some of his sweeping powers but made 
it clear that he was against changing the country's system 
of government. The draft amendments, which were made 
public in July 2001, were the product of two years of work 
by a presidential commission on constitutional reform. 
Kocharian must secure approval of the amendments by Par­
liament in order to put them on a nationwide referendum, 
which he hopes to call in spring 2002. Parliamentary de­
bates on the issue arc expected to begin early in the year. 

Most opposition groups have brushed aside the pro­
posed amendments as cosmetic and meaningless. They in­
stead want to transform Armenia into a parliamentary 
republic. In December 2001, five groups put forward an 
alternative draft constitution. They argued that voters should 
be able to choose between the two variants of constitu­
tional reform when they go to the polls in 2002. Kocharian 
vehemently rejected the idea and threatened to dissolve 
Parliament if it put the opposition draft on a referendum. 
The Armenian leader largely controls the legislature and is 
therefore likely to get his way. 

Kocharian 's constitutional package does envisage some 
significant curbs on presidential authority. The president, 
for example, would need Parliament's consent to appoint a 
prime minister; would no longer be able to approve or veto 
government decisions; and would be allowed to dissolve 
the legislature only in six specific cases. The amendments 
would also abolish the death penalty; introduce a separate 
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article on press freedom; allow non-citizen!. to vote in local 
elections; and lift the ban on dual citizenship. 

The so-called Venice Commission of the Council of 
Europe, which monitors Armenia's progress toward fulfill ­
ing obligations attached m its membership in the Strasbourg­
based organization, concluded in a report that the draft 
amendments would "ensure separation of the authorities." 
Nevertheless, Kocharian 's proposal was not as far-reaching 
as many Armenian politicians would like. The president 
would rem•1in the most powerful official in the nation, and 
the government's executive authority would remain rather 
limited. 

Armenia's Constin1tional Court is the main body charged 
with interpreting and enforcing the basic law. Under a legal 
provision that took effect in 1995 when the Court was formed, 
only the president of the republic, one-third of Parliament's 
deputies, and election candidates can make appeals to the 
Court. This fact renders the Court virtually inaccessible to 
ordinary Armenians. Not surprisingly, appeals to the Court 
have been rare. Kocharian 's proposed constitutional amend­
ments would make the body far more accessible by allowing 
ordinary citizens to appeal to it directly. 

The Constitutional Court challenged the executive for 
the first time in January 1999, when it ruled that granting 
the Greek-owned company ArmenTel a 15-year monopoly 
on the Armenian telecommunications market was uncon­
stitutional. On October 17, 2000, the Court reinstated 
Speaker of Parliament Armen Khachatrian and ruled that 
his ouster on September 26 by a majority of deputies was 
unconstitutional. There were no specific examples of judi­
cial enforcement of the Constitution in 2001. 

The 1995 Constitution, which introduced a new judi­
cial system, guarantees the presumption of one's innocence, 
the right of a person to not incriminate himself, and access 
to a "public hearing by a fair and impartial court." Much of 
the Soviet-era criminal code remains in effect. In 200 I, 
Parliament had a new draft criminal code on its autumn 
agenda. 

In keeping with Armenia's obligations to the Council 
of Europe, no death sentence has been carried out since 
1990. Under Armenian law, police officers may detain and 
keep suspects in custody for up to 72 hours before leveling 
criminal charges. They need a court decision to turn deten­
tion into an arrest. Article 18 of the Constitution states 
that a person "can be arrested [pending trial] only by the 
decision of the court." Only prosecutors may authorize 
searches, but this legal provision is violated frequently. 

Despite these legal provisions, the police still frequently 
abuse suspects and prisoners. There have even been instances 
in which prisoners have died because of mistreatment while 
in custody. In fact, according to Amnesty International, the 
torture and ill treatment of suspects in custody is the most 
common human rights abuse in Armenia. In a report that 
scrutinizes the human rights record of 149 nations during 
the period from January to December 2000, the London­
based group criticized the Armenian authorities for failure 

to investigate all instances of police brutality "thoroughly 
and impartially." The Amnesty report specifically mentioned 
the abuse of suspects during the controversial criminal in­
vestigation into the October 1999 parliamentary shootings. 
Several suspects, including an aide to Kocharian, claimed 
that they had been beaten while in detention. They were all 
eventually cleared by the investigation. In November 2000, 
the UN Committee against Torture reportedly urged the 
Armenian government to guarantee detainees immediate 
access to their lawyer, family members, and a doctor of their 
choice. During the period covered by this report, there were 
no reported cases of law enforcement officials being pros­
ecuted t(>r mistreatment of suspects. 

Prison conditions in Armenia remain harsh, owing 
mainly to a lack of public funds. Throughout 2000, gov­
ernment authorities acknowledged serious difficulties in 
combating the spread of tuberculosis, which is the main 
cause of prison deaths. Under an agreement signed with 
the government in August 2000, the International Com­
mittee of the Red Cross provided about $1 million for im­
proving health conditions in Armenia's jails. The money 
was spent primarily on the construction ofa separate tuber­
culosis ward at the country's main prison hospital that can 
accommodate up to 220 prisoners suffering from the dis­
ease. The construction work was completed in October 
200 l . In a related move, the government set up a special 
fund in August 2001 that is supposed to attract public funds 
and private donations for improving prison conditions. Most 
of Armenia's prisons were transferred from the jurisdiction 
of the Interior Ministry to that of the Justice Ministry in 
October and November 2001-a measure that could also 
improve conditions there. The transfer was another key re­
quirement of the Council of Europe. In addition, on June 
12, 2001, Parliament declared a general amnesty that af­
fected roughly one-third of the total prison population. More 
than l ,200 inmates were released, and nearly 900 others 
had their jail terms shortened. 

One of the major changes in Armenia's post-Soviet 
Code of Procedural Justice is a one-year maximum period 
for criminal inquiry. This provision has helped reduce ex­
cessive delays in the criminal justice system. Court rulings 
are usually enforced effectively, even on the rare occasion 
that a verdict goes against the government. 

Chapter 2 of the 1995 Constitution guarantees a full 
range of civil and political rights, including the right to life, 
confidentiality, privacy, freedom of movement and residence, 
freedom of emigration, freedom of speech and thought, 
freedom of association, choice of employment, and the right 
to vote. There are also guarantees for health care, educa­
tion, and an adequate standard ofliving. The Venice Com­
mission has concluded that Kocharian 's constitutional 
amendments would "significantly strengthen constitutional 
guarantees for human rights protection." 

Article 28 of the Constitution guarantees the right to 
own and inherit property, and Article 36 guarantees intel­
lectual property rights. The state may seize private property 



"only under exceptional circumstances, with due process of 
law, and with prior equivalent compensation." Non-citizens 
may not own land except under special circumstances, but 
the Kocharian proposals would abolish the restriction. 

Rampant corruption in the government and the judi­
ciary is a serious obstacle to the rule of law. Government 
connections arc important for some tlmns of economic ac­
tivity, and the government does not enforce fair business 
competition properly. Although over the past decade the 
government has put in place the core legislative framework 
needed for J market economy, it has not yet enacted a num­
ber of key laws. Some existing laws simply contradict each 
other. The "2001 Investment Climate Statement" of the 
U.S. embassy in Yerevan states that the Armenian regula­
tory system still lacks transparency despite being "one of 
the most developed" in the former Soviet Union. The re­
port also notes the existence of "near monopolies" in cer­
tain sectors of the economy. 

Throughout 2001, the authorities faced growing calls 
from Western governments and lending agencies to improve 
Armenia's business environment. Meeting in Paris on July 
11-12, the donors issued a statement urging the removal 
of "constraints for private sector development such as cor­
ruption and bureaucratic red tape." John Odling-Smec, di­
rector of the International Monetary Fund's European II 
Department, stressed during a visit to Yerevan in late July 
the "need to push ahead as rapidly as possible with the elimi­
nation of unnecessary regulations and harassment of small 
private businesses." A pledge to improve the business envi­
ronment and clamp down on corruption is part of the 
Markarian government's three-year economic program, 
which the executive boards of the IMF and the World Bank 
approved in May 2001. 

Ethnic minorities, including Kurds, Russians, Ukraini­
ans, Assyrians, and Jews, make up less than 5 percent of 
Armenia's population. Most of their cultural organizations 
operate under the umbrella structure called the Union of 
Nationalities of Armenia. Article 37 of the Constitution 
guarantees the rights of national minorities. It says, "Citi­
zens belonging to national minorities are entitled to the 
preservation of their traditions and development of their 
language and culture." 

Armenia's Constitution and laws also guarantee reli­
gious freedom. At the same time, they uphold the legal su­
periority of the Armenian Apostolic Church, with which 
over 90 percent of Armenians are thought to be affiliated. 
The Apostolic Church, one of the world's most ancient 
Christian denominations, is widely credited with preserv­
ing Armenians' national identity and cultural heritage dur­
ing centuries of foreign oppression. Its privileged status in 
modern-day Armenia was underscored in 2001 when the 
country officially marked the l ,700111 anniversary of the adop­
tion of Christianity as a state religion. The government­
sponsored celebrations culminated in September 2001 
during a historic visit to Armenia by Pope John Paul II. 
The pontiff paid tribute to "the glorious history of Chris-
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tianity" in Armenia during a three-day trip that cemented 
growing tics between the Roman Catholic and Armenian 
Apostolic Churches. The pope also held an open-air mass 
for the small Armenian Catholic community. 

In line with the conditions for membership in the Coun­
cil of Europe, Armenia has formally committed itself to en­
suring that nontraditional religious communities are allowed 
to practice their faith without discrimination. Such com­
munities arc among the 50 religious groups registered with 
the government's Department of Religious Affairs. How­
ever, the government has denied registration to one group, 
the Jehovah's Witnesses, because of its opposition to com­
pulsory military service. 

When Armenia joined the Council of Europe in July 
200 l, it undertook to pass legislation within the next three 
years that allows conscientious objectors to do alternative 
service. Nonetheless, the authorities continue to prosecute 
members of the group. In its annual report on the state of 
religious freedom around the world, the U.S. State Depart­
ment said that as of October 2001, 13 members ofJchovah's 
Witnesses were still in prison in Armenia on charges of draft 
evasion or, if forcibly drafted, on charges of desertion due 
to refusal to serve. According to the report, the govern­
ment released 14 members over the course of the year but 
kept them under house arrest. It also set 21 free on proba­
tion. On September 18, an Armenian court acquitted a 50-
ycar-old man whom prosecutors had accused of"enticing" 
minors into membership in the group. The Yerevan office 
of the Organization for Security and Cooperation in Eu­
rope welcomed the verdict and argued that the case should 
never have been brought in the first place. 

The impartiality and fairness of Armenian judges varies 
dramatically, depending on the nature of the case they are 
trying. The public still does not perceive Armenian courts 
as independent and free of corruption, and sensitive politi­
cal cases against the state are almost never resolved. This 
reflects the fact that the Armenian Constitution fails to pro­
vide for an independent judiciary and that an overwhelm­
ing majority of judges are appointed by the president for 
lite. The president can remove all judges, excluding mem­
bers of the Constitutional Court, practically at whim. How­
ever, under the proposed constitutional changes, the right 
to dismiss those judges would become the exclusive pre­
rogative of the Constitutional Court. The amendments also 
aim to complicate the president's ability to appoint judges. 

The inquiry into the parliamentary assassinations of 
1999 illustrates the extent of political influence on Arme­
nian courts. At the beginning of the probe, courts of first 
instance sanctioned all arrests made by military prosecutors 
who had close ties to Kocharian's foes in the government 
and who sought to implicate the president in the attack. In 
April 2000, though, as Kocharian began to regain his 
strength, the same courts ordered the release of suspects 
who prosecutors thought could testify against the head of 
state. As a result, the changing political scene in Armenia 
strongly affected the course of the investigation. 
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A department within the Ministry of Justice deals with 
the courts, but its fi.mctions are not dearly defined. Some 
lawyers view it .1s .in instrument for putting government 
pressure on the judiciary, but ministry officials have denied 
this assertion repeatedly. Besides, Article 95 of the Consti­
tution creates a body called the Council of Justice, which 
acts as a supervbory .llld disciplinary body for the judiciary. 
The president chairs the council .llld appoints its members, 
which include two leg.ii scholars, nine judges, and three 
prosecutors. The council prepares lists of judges and pros­
ecutors to be considered for appointments, promotions, or 
dismissals. The Council of Justice may become more inde­
pendent as a result of the constitution.ii reform. Under the 
amendments, all of Armenia's judges, rather than the head 
of state, would choose the nine judges who sit on the body. 

Corruption 

1999-2000 
5.75 

2001 
5.75 

2002 
5.75 

Corruption and nepotism are rampant in Armenia. The 
magnitude of this endemic problem has not diminished, 
despite repeated announcements of crackdowns. Faced with 
growing Western pressure to improve governance, though, 
government authorities set out to draft a comprehensive 
anticorruption program. However, its successful implemen­
tation appears doubtful. 

Armenian law places few limitations on the participa­
tion of government officials in economic life. Civil servants 
may not hold posts in the private sector, but this is not 
necessarily .in obstacle to owning a business. Officials have 
been known, for example, to register a company or a shop 
covertly as the property of a friend or relative. It is also not 
uncommon for top officials, including cabinet ministers, to 
give privileged treatment to a private enterprise in return 
for a share of its revenues. One of Kocharian 's closest con­
fidants, Defense Minister Serge Sarkisian, continued to ex­
pand his involvement in business in 2001. Close ties with 
Sarkisian, the second most powerful man in Armenia, have 
been essential for companies engaged in lucrative imports 
of fuel. 

On August 25, 2001, Kocharian signed into law a bill 
on financial disclosure. The law, which will take effect on 
January l, 2002, obliges government officials to declare 
their revenues and property every year. The most high-rank­
ing officials, including the president and government min­
isters, will have to do so by March 2002. Previously, only 
election candidates were obliged to declare their revenues. 
Whether or not the new law will reduce corrupt practices 
remains to be seen. 

Despite the large scale of corruption, the Interior Min­
istry has reported that as of 2000, the police and the 
prosecutor's office had opened only 36 criminal cases on 
graft. The highest single bribe reported by the police was 

$20,000. Ministry officials could not provide any data on 
the number of officials who were tried for and/ or convicted 
of corruption. 

None of the cases apparently involved high-ranking 
policy makers. Those who faced trial served in Ter­
Petrossian's administration and are at odds with the cur­
rent regime. Former Education Minister Ashot Bleyan, for 
example, went on trial in late 1999 on charges of embez­
zling $120,000 in state funds that were earmarked for the 
publication of school textbooks. The trial, which Bleyan 's 
supporters and some human rights groups condemned as 
politically motivated, ended in December 2000. Bleyan was 
sentenced to seven years in jail. In May 2001, the higher 
court that considered an appeal by Bleyan 's lawyer reduced 
the sentence to five years. When authorities issued the gen­
eral amnesty less than two months later, Bleyan was set free. 

Likewise, former Interior Minister Vano Siradeghian was 
tried for alleged contract killings and abuse of power. He 
fled the country in April 2000. In another example of selec­
tive justice, police arrested in October 200 l the controver­
sial former chief of Armenia's prisons, Mushegh Saghatelian, 
on a string of charges, including abuse of power and mis­
treatment of detainees. Some of the accusations date to Sep­
tember 1996, when Saghatelian, by most witness accounts, 
personally beat opponents of then President Ter- Petrossian 
who had been arrested in the wake of his fraudulent reelec­
tion. The current authorities moved against Saghatelian af­
ter he publicly accused Kocharian of masterminding the 
October 1999 bloodbath in Parliament. Saghatelian was 
among the senior officials who had lost their jobs as a result 
of the ensuing power struggle. 

Also facing prosecution was Ashot Safarian, the former 
minister of trade and industry in Ter-Petrossian's adminis­
tration. In February 200 l, Safarian was arrested and charged 
with "illegally" writing off the $6.2 million debt of a Geor­
gian chemical company to the Armenian government in 
1996. A few days later, a Yerevan court released him from 
jail pending the investigation. According to some press re­
ports in October 2001, the prosecutors considered drop­
ping the case. 

Entrepreneurs generally have little faith in Armenian 
courts because judges reportedly ask for bribes in exchange 
for favorable rulings in civil and commercial cases. Difficul­
ties with competitors or state agencies are frequently re­
solved by means of appeal to patrons with political 
connections. Trials begin less than six months after papers 
arc filed, and the execution of a final judgment takes from 
seven months to one year. In April 200 l, Parliament ap­
proved a government initiative to create the Court of Eco­
nomic Arbitration for the adjudication of commercial 
disputes. Previously, ordinary courts of first instance settled 
such cases. The new court formally began its work on Oc­
tober 20, 200 l, with the swearing-in of its chairman and 
six justices, all of whom Kocharian appointed. 

Every Armenian leader who holds public office pledges 
to fight corruption. Kocharian made anticorruption initia-



tives a ccnrr al theme of his presidential camp.1ign in March 
1998. Prime Minister Vazgen Sarkisian h;1d vowed a ma~ ­

sive crackdown a few months bdim: his murder in October 
1999. The program of the current cabinet call~ for .1 "mer­
ciless fight ag.1inst corruption," but kw concrete 1-tcp!. have 
been taken ~o far. 

A special government commission on anticorruption 
initiative~ held its first meeting on February 2, 2001. The 
commission rccci\'cd a $300,000 grant from the World Bank 
in May to draw up a comprehensive plan to combat lmbery, 
nepotism, and other corrupt practices th;lt arc widcsprc;id 
among various-level government officials. Prime Minister 
Markarian said at the time that rampant corruption is "one 
of the key challenges facing the stare." Improvement of the 
investment climate in Armenia was one of the main goals of 
the declared anticorruption drive. Markarian and other ot: 
ficials argued that a strict enforcement of the laws on civil 
service, licensing, financial disclosure, and state procure­
ments would make it much harder for corrupt officials to 
extort bribes from businesspeople. 

As of late 200 l, though, there were no visible signs of 
a real crackdown on corruption and no reported cases of 
criminal proceedings against high-ranking officials. 
Armenia's energy sector, which is still largely state owned, 
continued to be a major source of corruption. Officials ad­
mit that the sector incurs millions of dollars' worth of ti­
nancial losses each year due to fraud, embezzlement, and 
mismanagement. Some experts put the annual losses at $50 
million. This was the main reason the government decided 
to privatize the country's power distribution networks. 

A special parliamentary commission alleged in June 
2000 that during the early and mid- l 990s alone (a period 
during which Armenia suffered severe power shortages), 
corruption in the energy sector cost Armenia about $200 
million in damages. The commission implicated some former 
top officials in the fraud. In October 2000, Armenia's then 
prosecutor-general told Parliament that "the vast majority 
of conclusions" made by the commission proved truthful, 
and he \'owed to launch a criminal investigation. As of Oc­
tober 200 I, though, the prosecutors claimed to have un­
covered only $5 million in embezzled funds . Although 
criminal proceedings were under way against 53 energy of­
ficials, none of the officials held a senior government post. 
The investigators claimed that the prosecution of more high­
ranking officials was complicated by a lack of documentary 
evidence. 

Also in 200 l, the authorities were forced to investigate 
claims that the country's scarce natural resources arc being 
exploited in blatant \'iolation of existing laws and regula­
tions. The allegations about a "relentless plunder" of min­
erals, construction stones, and other resources were first 
made by a former deputy minister for state property, who 
said that wealthy individuals with government connections 
had been allowed to do business in the sector without hav­
ing appropriate licenses. In August 2001, Minister tor In­
dustrial Infrastructures David Zadoyan, who is investigating 
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the allegations, admitted that many of the charges arc true 
but s;ud that estimates of the dam;1gc caused tu t he state 
had been grossly exaggerated. Zadoyan put the figure at 
$I 0 million . He also stated that authorities had opened 
criminal cases against 68 of some 400 private firms that 
operJtc sronc and mincr.11 quarries across Armenia. 

Extremely low sal.lries m the public sc..:tor, averaging 
$20 to $30 per month, are not conducive to the cr;1dica­
tion of corruption. Wages are much higher in the military 
and law enforcement agencies. With an aver;1gc monthly 
salary of $350, the president of the republic, ministers, 
deputy ministers, and judges .ue the highest-paid civil ser­
vants in Armenia. 

Ci\'il service corruption is widespread, and citizens fre­
quently pay bribes for services. Bribing customs and tax 
ofticials is routine. Paying bribes to gain enrollment in pres­
tigious programs at state universities, fur example, is a com­
mon phenomenon that dates to the Soviet period. Still, some 
institutions, including the American University o f Arme­
nia, have managed to remain relatively free of such prac­
tices. Corruption in the health care system has declined since 
the early 1990s because most medical services arc no longer 
free of charge. Kickbacks for telephone installations virtu­
ally disappeared with the privatization of the national tele­
communications company. Some forms of business still 
require a government license, which is frequently obtained 
with a bribe. Businesspeople complain that the procedures 
for obtaining such licenses are unclear. 

The passage in August 200 l of a law on licensing could 
improve the situation. The law lists 22 forms of economic ac­
tivity that require ;i li..:ensc and sets a m;iximum time frame for 
their issuance. For example, the government's licensing agency 
must ;1pprovc or reject a license application in the food and 
service sector within 3 days. Companies seeking a license to 
engage in financi.11 ser\'iccs, real estate trade, private health 
care, and education will have to wait up to 30 days. 

Corruption has not bypassed the privatization process, 
either. The voucher privatization program made it possible 
for factory managers to fight off competition from outsid­
ers and gain control over the majority oflarge and medium­
size industrial enterprises . Nominally sold by public 
subscription, these enterprises were privatized through in­
sider buyouts that were facilitated by official corruption and 
favoritism. 

The Armenian Parliament has an Oversight Chamber 
for auditing government revenue collections and expendi­
tures and assessing compliance with budget t;1rgets. The 
chamber is also charged with evaluating the government's 
borrowing and privatization policies. In annual reports sub­
mitted to lawmakers, the body has frequently criticized the 
executive's handling of public finances, but it lacks the le­
verage needed to have a major impact on policy. The Min­
istry of Finance has a far more powerful department that 
audits all government agencies. 

Armenia's crime rate is fairly low. This might be true 
because racketeering can bring up to 12 years in prison. 
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Article 96 of the criminal code defines racketeering as a 
"demand to hand over property or rights 011 property with 
a threat to use violence against.. .an individual." Most Ar· 
menians expect their leaders to uphold the rule oflaw and 
fight corruption, and these are key themes in presidential 
and parliamentary election campaigns. Predection opinion 
polls indicate that the public is angry about official corrup· 
tion, which is believed to be respomible for growing disaf 
tection with the government and politicians. This feeling 
has manitcsted itself in voter cynicism and apathy. At the 
same time, poverty has torced many Armenians to vote for 
individuals with dubious reputations in exchange for money. 
Sporadic .md ineffective government efforts to fight cor· 
ruption have never included public education. 

Perceptions of corruption are equally strong among 
Armenia's foreign partners. Yerevan is under constant pres­
sure from the U.S. government, the IMF, and the World 
Bank to reduce the scale of corruption. They view it as a 
major obstacle to increased fr>reign investment. Similarly, 
in its 2000 Corruption Perceptions Index, Transparency 
International ranked Armenia 76 out of 90 countries sur­
veyed. It gave Armenia a CPI score of 2.5, where 0 is the 
most corrupt and 10 is the least corrupt. Transparency In­
ternational did not rate Armenia in 2001 . 
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Armenia's 10-year transition to a free market has produced 
mixed results. By mid-2001, for example, sweeping rctorms 
had helped create an economy in which the private sector 
produced around 80 percent of gross domestic product. At 
the same time, though, a host of factors has contributed to 
a dramatic plunge in living standards. One of the most sig­
nificant factors has been the loss of traditional trade routes, 
which resulted from Armenia's conflict with Azerbaijan over 
the Nagorno-Karabakh region and from wider instability in 
the south Caucasus. Also important is the fact that far-reach­
ing macroeconomic changes have not been backed up by 
radical institutional reforms and the rule oflaw. At less than 

$700 million, the volume of foreign investment during the 
transition period has been quite modest. 

Widespread poverty in Arnwnia has adversely affected 
political reform. That is, widespread apathy has dampened 
popular demands for democratization. Dcindustrialization, 
a steep dedine in educational and health care standards, 
and the absence of an effective social security system have 
shattered the foundations of civil society. 

After the collapse of the early 1990s, Armenia's economy 
began to recover slowly in 1994. Since then the economy 
has expanded at an average annual rate of 5 .5 percent. 
Growth hit a record high rate of9 .1 percent in the first 11 
months of 2001. Successive governments have largely fol­
lowed the World Bank's and IMF's prescriptions for tight 
fiscal monetary policies and a large-scale privatization of state 
assets. The two lending institutions have been a key driving 
force behind the government policies that have ensured 
macroeconomic stabilization. Hyperinflation was curbed in 
1994, and inflation has stayed in the single digits (in annual 
terms) since 1997. Inflation was not expected to exceed 3 
percent in 2001. In addition, Armenia boasts a fairly sound 
and convertible national currency, the dram, and, accord­
ing to a joint study by V1e Wall Street Journaland the Heri­
tage Foundation released in November 2001, the most open 
economy in the Commonwealth of Independent States. 

Armenia's reforms have earned the country a reputa­
tion in the West as one of the best macroeconomic per­
formers among the non-Baltic former Soviet states. The 
growth rates, however, have been insufficient for a tangible 
economic recovery. According to World Bank estimates, 55 
percent of Armenians still live below the national poverty 
line. The World Bank's "country assistance strategy" (CAS) 
for Armenia, which was circulated in May 2001, points to 
the "narrow base" of the seven-year growth and concludes 
that it had a "limited impact on job generation, and, hence, 
on poverty." The report adds, "Overall, most growth has 
taken place outside the manufacturing sector-the very sec­
tor where Armenia may have the strongest competitive ad­
vantage, particularly through its educated labor force." 

Western donors, local economists, and some govern­
ment officials agree that Armenian growth has benefited 
mainly the rich and has widened income disparity. Presi­
dent Kocharian 's chief economic aide, Vahram Nercissiantz, 
argued in November 2001 that poor tax collection and the 
resulting low level of public spending have seriously ham­
pered the rise in living standards. In his view, which other 
economists share, the authorities should ensure a more just 
di~tribution of incomes if they want to make a difference in 
most people's lives. 

This would require, first of all, tack.ling widespread tax 
evasion. Indeed, tax revenues were expected to make up 
less than 15 percent of Armenia's $2. l billion GDP in 2001. 
As a result, Armenia has an annual budget worth less than 
$500 million. This amount is entirely insufficient to meet 
the country's basic needs. Economists arc particularly con­
cerned about the consistently meager amount of funds that 



the government spends on education and health care. 
Johannes Linn, the World BJnk's vice president for 

Europe and Central Asia, termed this lack of a subMantial 
increase in living standards since 1994 an "economic para­
dox." During a visit to Yerevan in July 2001, Linn summed 
up the situation as follows: "On the one hand, we see good 
growth and macroeconomic stability. On the other hand, 
we still ~cc a lot of povcrt)', limited domestic and foreign 
investment. We sec a lot of progress in terms of policy re· 
form and improved legislation, but at the same time hear a 
lot of skepticism among investors and the population." The 
chief challenge facing the Armenian government, Linn said, 
is to make sure that "the progress benefits everyone." 

In practice, this means shifting the focus of economic 
reform from macroeconomic to microeconomic policy. The 
World Bank and other Western donors, including the IMF, 
argued throughout 200 l that having achieved relative mac­
roeconomic stability, Armenia should now concentrate on 
improving its risky business environment. Namely, it must 
combat rampant corruption, enforce fair business competi­
tion, and ensure the broader rule of law. The authorities 
seemed to agree with this recipe for economic development. 
During the period in question, Parliament passed several 
laws that arc intended to facilitate the achievement of that 
goal. It remains to be seen, though, whether the situation 
on the ground will improve significantly. 

In July 2001, the National Assembly approved a threc­
year government plan that, if implemented successfully, will 
complete Armenia's decade-long privatization process. The 
legislature approved a list of more than 900 large and me­
dium-size enterprises (including strategic industries in the 
mining and energy sectors) that will be put up for sale. Their 
sell-off will leave almost the entire Armenian economy in 
private hands. Forty percent of the listed enterprises arc 
slated for privatization by July 2002. 

It must be said, however, that privatization, though 
vital for growth, has not had the desired effect since its 
launch in 1991. As of August 2001, more than 90 percent 
of agricultural land and 80 percent of state-run businesses 
(8,436) had been privatized. According to the Ministry of 
State Property, the total proceeds from privatization arc a 
mere $350 million. Only two-thirds of that was paid in 
cash; the lion's share came from the sale of Armenian en­
terprises to foreign investors through international ten­
ders. In general, though, foreign interest in the 
privatization process has been rather weak. 

This trend did not change in 2001. The government 
sold only 82 medium-size and large enterprises to private 
investors for a total of just $4 million. A Ukrainian com­
pany was close to purchasing a 51 percent controlling stake 
in Yerevan's famous chemical giant Nairit in a $35 million 
deal with the Armenian government. 

Most Armenians arc receptive to entrepreneurial activ­
ity, but public support for privatization has declined as 
wrenching economic changes have failed to produce dis­
cernible improvements in the average standard of living. 
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The fact that corruption and favoritism have often tainted 
privatization has only added to the public's di!>illusionmcnt. 
Populist groups, in turn, have exploited that sentiment in 
their efforts to scuttle the sale of some key state assets to 
foreign investors. Even so, the average Armenian is cager 
to work for any employer who pays a decent wage, and 
there is a general consensus in society about the need to 
attract foreign investment. 

Armenia's taxation system has been reformed exten­
sively with an eye toward encouraging foreign investment 
and privatization. On December 26, 2000, Parliament ap­
proved a package of sweeping changes in around two dozen 
laws in an effort to reduce the overall tax burden on busi­
ness enterprises and individual taxpayers. The changes were 
made along the lines of the government's proposals and 
replaced the hitherto existing two-tier tax scale for profits 
( 15 and 25 percent) with a tlJt 20 percent rate. Companies 
with annual turnover of no more than l 0 million drams 
( $18,000) were exempted from the 20 percent value-added 
tax. Previously, the VAT threshold was set at 3 million drams. 

Newly privatized industries and new companies formed 
with foreign investment receive a 2-ycar exemption from 
profit taxes. They then pay half of the profit tax for years 3 
to 10. If the company is liquidated before the fifth year of 
operation, however, it must pay the total amount of taxes 
that would otherwise have been due starting in the third 
year after registration. 

The highest rate of social security payroll tax paid by 
employers was reduced from 28 to 15 percent. Also, the 
maximum rate of the tax on the personal incomes of Arme­
nian residents was slashed from 30 to 20 percent. Individu­
als with monthly revenues of up to 80,000 drams ($145) 
arc taxed at a 10 percent rate. In addition, the authorities 
lowered the threshold for nontaxable income from 28,000 
to 20,000 drams. Parliament also accepted a government 
proposal to introduce a 10 percent tax on interest earned 
by bank deposits. The authorities hoped that the tax cuts 
would stimulate the economy and reduce incentives for tax 
evasion. Whether or not the cuts are the principal cause of 
the country's accelerated economic growth is far from clear. 

Armenia imposes a variety of other taxes, including ex­
cise duties on luxury goods. Private farms are taxed at a flat 
15 percent rate. Taxes levied on the private sector have been 
the main source of the government's budget revenues in 
recent years. Tax revenues have risen considerably since 1997 
but arc still insufficient to meet the country's basic needs. 
With tax evasion remaining widespread, many economists 
think that the informal sector of the economy may be al­
most equal in size to the formal economy. Lacking suffi­
cient public funds, Armenia is heavily dependent on financial 
injections from the World Bank and the IMF. In May 2001, 
the executive boards of the two institutions approved fresh 
loans to Armenia after endorsing the country's three-year 
economic program. Shortly afterward, the IMF released the 
first $13 million installment of its three-year Poverty Re­
duction and Growth Facility loan worth $87 million. The 
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World Bank, for it!. part, approved a new $50 million Struc­
tural Adjmtment Credit and thereby increased the tornl 
amount of its lo;ms to Armenia to $654 million. 

The World Bank and IM!-= loans seem to have been a 
major contributor to economic reforms over the past de­
cade. In l.uc 200 I, the two institutions blocked the release 
of frcl>h loans after the government failed to meet its third­
quartcr re\ enuc targets. The World Bank has covered ap­
proximately half of Armenia's budget deficits for the past 
several yearl>. The M<trkarian government has moved to re­
duce that dependence in the coming years, and cxtcrn.11 
funding is set to make up less than 30 percent of the deficit 
in its budget for 2002. 

Armcni.1 's overall external debt stood at $85 7 million 
as of September 2001. Armenia's debt to Russia decreased 
to $94 million in April 2001 after the Markarian govern­
ment diverted $20 million in proceeds from privatization 
to its urgent servicing. The move came after Russia refused 
to reschedule it1> repayment. 

On December 29, 2001, the two governments an­
nounced that they had finalized an agreement that gives 
Russia substantial stakes in several large Armenian compa­
nies as payment for Yerevan's debt. Officials publicized what 
they said is the final list of enterprises that will be handed 
over to Russia as part of the deal. These included Armenia's 
largest thermal power plant, an clecu·onics factory, and three 
research institutes that formerly worked for the Soviet dc­
tense industry. Russia reportedly had pushed for the inclu­
sion of Armenia's more lucrative mining companies and 
power grids in the repayment scheme. Western donors were 
strongly opposed to the handover of the power grids, but 
they approved in principle the Armenian government's in­
tention to meet the debt repayments with its assets. 

The debt agreement was expected to be signed during 
Russian president Vladimir Putin's visit to Armenia in Sep­
tember 2001. However, bilateral talks dragged on for 
months, and as of December 2001 it was still unclear whether 
Russia had agreed to write off Armenia's entire debt in ex­
change for the five enterprises. 

The Central Bank of Armenia (CBA) plays a key role in 
macroeconomic policy. B.mks arc required to report daily 
or weekly to the CBA, which introduced international ac­
counting srnndards in January 1996. The largest and most 
successful of them is the Armenian branch of Britain's HSBC 
Holdings. It has some 13,500 clients and aggregate assets 
worth $70 million. Armenia's banking legislation is seen as 
one of the most liberal in the former Soviet Union because 
it places no restrictions on foreign banks. 

The existence of a fairly strong national currency, the 
dram, is another indication ofrelative macroeconomic sta­
bility. The dram has had a floating exchange rate ever since 
its introduction, and it is convertible for current account 
transactions. The CBA sets the rate based on the results of 
interbank currency trading, and its exchange rate policy has 
been largely stable and predictable. The same has been true 
for interest rates, which arc fully market based. 

Armenian laws guarantee fair business competition. 
Howc\•cr, government connections Jre c1tscntial for doing 
business, especially for engaging in lucrative imports of some 
b;1sic goods. Although free-market mechanisms have timc­
tioncd rather effectively in the retail and services sectors 
and domestic manufacturing, businesspeople continue to 

complain about harassment by tax officials and bribery 
among government officials. Western donors increasingly 
tell the authorities that better governance is vital for at­
tracting more frircign direct investment, the total amount 
of which has been highly insufficient so far. FD I stood at a 
modest $50 million in the first half of 2001, according to 

official data. 
Speaking in May 200 l in New York at a major interna­

tional contcrencc on investment oppornmitics in Armenia, 
Kocharian pledged to tackle "strong bureaucratic obstruc­
tion and the evil of corruption." The contcrence was co-spon­
sored by the U.S. government and the World Bank, whose 
president, James Wolfcnsohn, urged Western companies to 
in\'est more heavily in Armenia and said that Armenia's lead­
ership is committed to free-market economics. 

However, in .1 major setback for Armenia later in the 
year, foreign investors showed no interest in the 
privatization of its four power grids. International tenders 
for a 51 percent controlling stake in the power grids failed 
because no foreign company submitted a bid. Only Russia's 
Unified Energy Systems (UES) monopoly seriously con­
sidered doing so, but it withdrew from the bidding after 
the Armenian government insisted (at the World Bank's 
urging) that it pay for the power utilities in cash. Russian 
natural gas and nuclear fuel generates about 80 percent of 
Armenia's electricity. Over the course of 2001, Russia 
heavily used that dependence to strengthen its economic 
presence in Armenia. The planned assets-for-debt deal 
between Yerevan and Moscow was a vivid manifestation of 
that fact. Analysts agree that Russia is unlikely to make 
sizable investments in the Armenian energy sector. Hav­
ing undergone substantial reform since the 1990s, the sec­
tor still operates at a loss. 

Armenia has paid a heavy price for its decade-long tran­
sition to the free market. Mass impoverishment has led to 
a decline in civic consciousness. One of its manitcstations 
is the phenomenon of \'Otc buying, which was common­
place in the 1999 elections. Unemployment, the greatest 
social problem for the average Armenian family, is the main 
reason hundreds of thousands of people have left Armenia 
since the early 1990s. (Estimates on the current size of 
Armenia's population vary. The government conducted a 
census from October l 0 to October 19, 2001, that is ex­
pected to clarify the figure.) The official unemployment 
rate was 12 percent in August 2001, virtually the same as 
in 2000. However, real joblessness is far higher. Unoffi­
cial estimates (some of them based on economic surveys) 
range from 25 to 40 percent. The average monthly wage 
was 23,500 drams ( $42) in December 2001, according to 
official statistics. Analysts say the real figure is higher be-



cause many employees underrcport wages in order to pay 
lower income and social security taxes. 

The cash-strapped gm·crnment budget of$450 million 
precludes the creation of an effective social security sys­
tem. A meager $50.4 million, or 2.4 percent of GDP, 
was allocated for social programs in 2001. Some 200,000 
socially vulnerable families arc eligible to receive $12 in 
monthly benefits. The pension system, based on the pay­
as-you-go principle, is also in dire straits. The average 
monthly retirement benefit for 580,000 pensioners is only 
$10. Most retirees live with and rely on their children. 

The picture is equally grim in the area of public health, 
the needs of which the state is no longer able to meet. 
Patients have to pay for most medical services, but many 
Armenians cannot afford them. Similarly, the lack of pub­
lic funds has also led to a decline in educational stan­
dards. Underpaid schoolteachers and university professors 
have few material incentives to provide high-quality in­
struction. Free education is now limited to 11-year sec-
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ondary schools. More than half the country's state uni­
versity students now pay their own tuition. 

The difficult socioeconomic conditions in Armenia 
have given rise tu populism and demagogy. With liberal 
values largely discredited, voters tend to support politi­
cal groups that promise quick improvements through 
more active state interference in economic affairs. The 
absence of a strong middle class is a serious hindrance ro 
the democratic process. Social polarization and wide­
spread disaffection with the country's leadership feed 
uncertainty about long-term stability. And the mecha­
nism for elections remains too flawed to provide a legiti ­
mate framework for popular participation in governance. 
As a result, Armenia is vulnerable to future upheavals . Its 
viability as a state depends primarily on sustained eco­
nomic development. 

Emil Danielyan is a YereMn·based journalist and political 
analyst. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 5.60 1' 5.55 1' 5.50 1' 5.56 1' 5.44 

Rule of Law na na 5.75 5.75 5.75 

Economic Liberalization 5.13 1' 5.00 5.00 1' 4.92 1'1' 4.42 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita ($) 312.6 407.4 503.3 559.1 571 .5 652.1 696.9 

Real GDP growth(% change) -11.8 1.3 5.8 10.0 7.4 11.1 8.0 

Inflation rate 412.0 19.7 3.5 -0.8 -8.S 1.8 2.0 

Exports ( $ millions) 680.0 789.0 808.0 678.0 1,027.0 1,886.0 na 

Imports($ millions) 955.0 1,338.0 1,375.0 1,724.0 1,433.0 1,539.0 na 

Foreign Direct Investment($ millions) 282.0 661 .0 1,093.0 1,024.0 550.0 117.0 314.0 

Unemployment rate 0.7 0.8 1.0 1.1 1.2 1.2 1.3 

Life Expectancy (years) 69.0 70.0 70.9 71.4 71 .5 71.7 72.0 



INTRODUCTION 

Ten years after gaining iti. independence, Azerbaijan 
maintains a strictly presidential system of govern­
ment that exhibits dear authoritarian traits. Although 

the country has made great headway in building the foun­
dations of a liber .ti democratic system, vestiges of the p.tst 
remain and may take a long time to overcome. Likewise, 
economic reform has taken place to a certain degree but 
not to the extent seen in other countries in transition from 
communism. The government relics heavily on actual and 
projected income from the oil and gas industry. 

The most pressing political issue in Azerbaijan is that 
of succession. President Heydar Aliyev, who is 79 years old, 
remains the center of the nation's political system. His power 
over all branches of the government is solid, and no major 
decision is made without his explicit approval. Aliyev seems 
in good health, but for simple reasons of age, his tenure in 
power is likely to be limited to a few years. Politics in both 
the opposition .tnd government camps is focused on posi­
tioning for the post-Aliyev era. 

Azerbaijan has experienced some positive social and 
economic changes during the last decade. Nevertheless, the 
country is still marred by hardship, and the conflict with 
Armenia continues to be the principal problem. Although a 
cease-fire has held since 1994, it has cemented the occupa­
tion of close to 20 percent of Azerbaijan's territory by Ar­
menian troops and perpetuated the displacement of more 
than l million people, including 220,000 Azeris who were 
evicted from Armenia, 60,000 Azeris who were driven from 
Nagorno-K.1rabakh, 50,000 Meskhetian Turks who fled eth­
nic conflict in Uzbekistan, and more than 700,000 ethnic 
Azeris who were cleansed from areas outside Nagorno­
Karabakh. Early in 200 l, a high-profile negotiation session 
in Key West, Florida, renewed hopes for a negotiated settle­
ment, but that optimism was gone by the summer. A solu­
tion to the conflict now seems as distant as ever, and 
advocates of military solutions have become emboldened. 

Azerbaijan has also endured difficulties on the external 
front. In August 200 l , for example, an Iranian warship 
forced Azeri exploration vessels out of Azerbaijan's Sharq­
Alov field, claiming they were in Iranian waters. Subse­
quently, Iranian jets violated Azerbaijan's airspace on a daily 
basis until a Turkish diplomatic intervention forced them 
to stand down. Meanwhile, limited unrest erupted in the 
northwestern region ofZaqatala, where possibly externally 
inspired religious movements tried to tip the balance in this 
region in which north Caucasian minorities live. 

In this increasingly tense regional atmosphere, devel­
opments on the domestic scene have produced mixed re­
sults. Azerbaijan is neither a fully democratic state nor a 
staunchly authoritarian country. Opposition forces, for ex­
ample, express their dissatisfaction with government poli­
cies through a vibrant print media. At the same time, 
broadcast media remain under the government's control-
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at least for now-though an unstoppable privatization pro­
cess has tinally begun . Independent 1V channels, in par­
ticular, face numerous difficulties. 

One setback and one advance marked the period cov­
ered by this report. Observers unanimously branded the 
parliamentary elections of November 2000 as neither free 
nor fair. These elections were a definite setback, because 
widespread fraud put into question the democratic inten­
tions of the government, or at least parts of the governing 
bloc. In spite of thii. setback, the Council of Europe ac­
cepted Azerbaijan's membership in January 200 l. This rep­
resents both a symbolic and a practical leap forward. It lends 
the Azerbaijani government a certain level oflcgitimacy as 
a member of the democratic dub of nations. It also gives 
the COE a direct supervisory position in the Azcrbaijani 
political scene, including on legislative, judicial, and human 
rights issues. In economic terms, Azerbaijan continues to 
struggle, but the benefits of the oil industry are gradually 
beginning to show. Whereas the economy in neighboring 
Georgia continues to deteriorate, the situation in Azerbaijan 
is slowly but steadily improving. This can be observed, for 
example, in the construction of new roads and in the resto­
ration of historic buildings. 

Azerbaijan's progress toward a democratic system of 
government and a market economy has been slow, and ad­
vances have been intertwined with setbacks. In addition, 
Azerbaijan's stability and development are excessively de­
pendent on individuals and not on institutions. And since 
the mechanisms for a peaceful transfer of power arc not in 
place, there is widespread concern that the country's fragile 
stability will be put in jeopardy when the time for a change 
in leadership finally arrives. 
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The governmental structure of Azerbaijan is based on a strong 
executive. As in many post-Soviet states, Parliament is a con­
siderably weaker force than the presidency. Moreover, the 
riprirat (presidential office) wields significant authority that 
is comparable or superior to the government's, thus ensur­
ing the executive's power even in the unlikely event of a con­
flict between the president and Parliament. This structure, 
coupled with the president's firm grip on the legislature, has 
ensured a stable political process in the country. 

One of the main achievements in Azerbaijani politics in 
the l 990s that has contributed significantly to stability is 
the emergence and consolidation of a political party sys­
tem . Unlike in neighboring Georgia and Armenia, where 
opposition politics are in a constant state offlux, Azerbaijan 
saw the establishment in the early 1990s of several major 
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political p•lrties that remain the main opposition forces to 

this day. These parties have experienced only minor changes 
in their leadership. Although a certain level of fragmenta­
tion has undoubtedly occurred, with factions splitting aw.1y 
from the major parties, the main contenders fr1r power arc 
clear. Likewise, the government bloc contains factions with 
different interests and concerns. Since the resignation of 
three high-level foreign policy officials in hue 1999, though, 
the ruling bloc has remained nutwardly unified. 

The government bloc consists of the ruling New 
Azerbaijan Party (YAP) and a collection of minor political 
groups that have been co-opted or otherwise tied to the re­
gime. A significant number of YAP officials served under 
Heydar Aliyev during his tenure as leader of the Commu­
nist-led Republic of Azerbaijan from 1969 to 1982. Hence, 
YAP benefits from a large number of well-entrenched and 
experienced tUnctionaries, though they tend to be averse to 
change. It also has a young wing that consists of foreign­
educated and seemingly reform-minded members who have 
associated themselves with the ruling circles. These two groups 
have widely divergent worldviews, and their political as well 
as economic bdicts are often less than compatible. 

The succession issue seems to have caused factionalism 
within the YAP, and whoever comes out on top of that 
struggle will be well positioned to become the country's 
next president. This power struggle may very well split YAP 
once Heydar Aliyev is out ofoffice. In addition to the media's 
and the opposition's increasingly harsh criticism of the re­
gime, the presence of the president's son, II ham Aliyev, in 
the so-called reformist wing of the party has fueled specula­
tion that the younger Aliycv is being groomed to succeed 
his father. Lending forther credence to the allegations, Ilham 
Aliyev was elected first deputy chairman of the party in 
November 2001. 

To date, though, Ilham Aliyev has not launched a sepa­
rate program or political team of his own that would con­
firm his modern and reformist credentials. However, given 
that Azerbaijan in many respects remains a traditional soci­
ety, it is almost unthinkable that a son would publicly ar­
ticulate a diffrrent political program while his father is still 
in office. In a sense, then, Ilham Aliycv is basing his inde­
pendent political career on being a reformer but is unable 
to prove his credentials. 

The Azerbaijani opposition displays tendencies toward 
both fragmentation and cooperation. Most major parties in 
today's political sphere find their roots in the Azerbaijan 
Popular Front Parry (AXCP) of the late 1980s that led 
Azerbaijan to independence and governed the country from 
1992 to 1993. The differences among these partie!> are cen­
tered more on personalities than on political ideology. In 
spite of having fragmented into several dozen parties, only 
a few of which can be considered major, the opposition has 
exhibited a substantial level of cooperation, whether in or­
ganizing demonstrations or simply coordinating policy in 
response to government policies or actions. Leftist forces 
are represented mainly by the Social Democratic Party and 

the Communist Party but have little public appeal. Ccntcr­
right and nationalist parties dominate. The opposition par­
ties with the largest degree of popular support are the 
Musavat Party, the Azerbaijan National Independence Party 
(AMIP), the Democratic Parry, and the AXCP, with the 
possible addition of the Liberal Party and the Vatandash 
Hamrnyliyi Partiyasi (Civil Solidarity Parry). 

The Musavat Parry benefits from a relatively strong 
(adre and is perhaps the least personality centered of the 
Azerbaijani parties. Founded in 1911, it is the oldest politi­
cal party in Azerbaijan and is credited with establishing and 
ruling the first Azcrbaijani republic between 1918 and 1920. 
Musavat produces the most popular political newspaper in 
the country, Yc11i Musal'at, and claims to be the largest 
opposition party. However, the relative lack of charisma of 
part!> of its leadership and its association with the failed AXCP 
government of 1992-1993 arc liabilities. 

The AXCP is to an even higher degree tainted by its 
experience in the early 1990s. It has been further marred 
by tensions within the party. When former President Ebultez 
Elcibey returned from internal exile in 1998, the party split 
in two wings: the "classics," led by Elcibey, and the "re­
formers," led by the 40-year-old deputy chairman, Ali 
Kerimov. After Elcibcy's death in August 2000, the rift 
within AXCP led to its division into two irreconcilable wings, 
both claiming to be the legitimate ruling bodies of the party. 
The reformers, which clearly have a larger following among 
the party's rank and file, define themselves as centrist, dis­
sociate their wing from neoliberal economic ideas, and pro­
mote a limited role for the state in the economy. 

AMIP, led by Etibar Mamedov, is a main contender for 
a leading role in the opposition. It is decidedly liberal in the 
economic sphere, advocating a minimal economic role for 
the state, and has stayed in loyal opposition to both the 
AXCP government and the Aliyev regime. This has helped 
AMIP to emerge as the largest opposition party together 
with Musavat. 

Finally, the Democratic Party is led by Rasul Guliyev, a 
former Speaker of Parliament under Aliycv. Guliyev is cur­
rently in exile in the United States after having been in­
dicted for corruption while director of an oil plant in Baku. 
The Democratic Party stands out as a splinter group, not of 
the AXCP but of the Aliyev government. 

It should be noted that these four main opposition par­
ties broadly share Aliyev's foreign policy. Their main differ­
ences with the regime arc related to the internal political and 
economic situation in the country. Musavat and the AMIP 
seem to be the two strongest opposition parties today. 

The relationship between the government and opposi­
tion in Azerbaijan is generally hostile. The opposition, es­
pecially after the flawed elections of 1998 and 2000, denies 
the government's legitimacy and calls for its unconditional 
resignation and the holding of new and fair elections. T he 
government, meanwhile, dismisses the opposition as 
unserious and provocative. T here has been no dialogue be­
tween the government and the opposition since mid-2000, 



when il row over the composition of the Central Electoral 
Commi~~ion ( CEC) for the 2000 parliamentary elect1ons 
led to •111 opposition boycott that inc.ip.1dtated the body In 
response, the government changed the relevant law .ind 
remo\"cd the opposition members' effective veto right over 
electoral commissions .it all levels. 

Yet under the surface, the situation is more complex. 
The opposition is divided m·er how to deal with the gov­
ernment, and a rift appears to have emerged . The AXCP 
and AMIP have traditionally been less oppositional and have 
not rejected cooperating with the go\"ernment when it has 
been po1.sibk to strike compromises. On the other hand, 
among the larger parties, Musavat and the Democrntic Party 
arc more radical in their opposition to the current authori­
ties and refusal to cooperate with the government. Musavat 
in particular is basing its politic.ii strategy on staunch oppo­
sition, thereby hoping to gain popularity among a disen­
chanted population. 

To a large extent, the riti: between the government and 
the opposition stems from the legislative elections of No­
vember 2000. These elections were heralded as having the 
potential to play a crucial role in the stabilization of 
Azerbaijani politics. During the late 1990s, Azerbaijan clearly 
had achieved important progress in democratization. Sig­
nificant legislative reform had prepared a good foundation 
for elections, press censorship had been abolished, and op­
position media functioned, albeit not without difficulties. 
These positive developments, together with the regime's 
responsiveness to international criticism and advice, gener­
ated hope for improvements in the conduct of elections. In 
addition, with a looming succession crisis, it was thought, a 
legitimately elected Parliament could become a strong in­
stitution capable of handling the crisis after Heydar Aliyev's 
eventual departure from power. 

In practice, though, the November 2000 parliamen­
tary elections proved to be a watershed event of a different 
kind . As the election approached, ominous signs of undue 
government interference in the process became apparent. 
The registration of candidates was a central issue. Another 
was the use of state television-the only mass media avail­
able in many rural areas-to present an unmistakably bi­
ased view of the ruling party. 

The Azerbaijani Parliament consists of 125 seats, of 
which 25 arc awarded through proportional representa­
tion on party lists. The remaining 100 members are 
elected in single-member constituencies . Currently, 
though, the single-member Khankcndi seat in Armenian­
occupied Nagorno-Karabakh is vacant. Few parties have 
a truly nationwide representation, and only YAP and 
Musavat can lay claim to having a thorough infrastruc­
ture in all regions of the country. As a result, for the 
2000 elections, not every party ran its own candidates in 
every region of the country. Instead, the opposition par­
ties collectively secured a presence in practically every 
precinct by working together to present one credible can­
didate who had a good chance of winning . 
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A major problem arose, however, regarding the regis­
tration of candidates both for the proportional party list 
and for the single-member constituencies. Although 13 
parries presented the 50,000 signatures necessary for regis­
tration on the parry list, the CEC rejected the applications 
of8, including Musavat and the AMIP, on dubious grounds. 
The CEC claimed that several thousand signatures had been 
forged without presenting conclusive evidence or leaving 
any possibility for the parties in question to address the 
claims. The situation was similar in the single-member con· 
stituencies, where more th•m h·.ilf of the candidates were 
refused registration. This led to suspicion that the regime 
was attempting to predetermine the outcome of the elec­
tion by regulating the list of candidates and participating 
parties, hence relieving itself of the need to alter the results 
on election day. 

International criticism focused on the ban on parties in 
the comparatively less important proportional election. The 
single-member constituencies that were to elect 80 percent 
of Parliament received much less attention. As a result, in a 
decision whose constitutional basis was questionable at best, 
President Aliyev asked the CEC to reverse its earlier ban 
and allow all 13 parties to participate in the proportional 
vote. In contrast, only a small number of the rejected can­
didates for seats in single-member constituencies had their 
cases reviewed. Moreover, since the CEC reversed its deci­
sion only on October 11, the parties that received permis­
sion to contest the election had less than three weeks to set 
up a campaign . Voting was scheduled for November 5. The 
parties also had difficulty finding printing offices that were 
willing to produce their posters and Ayers. 

During Azerbaijan's brief electoral history, the Central 
Electoral Commission and its corollaries at the district and 
precinct levels have been a constant issue of concern . When 
the opposition boycotted the 1998 presidential election, it 
did so largely over the composition and functions of the 
CEC. This was a major issue again in 2000 when, under 
heavy international pressure, Parliament adopted a reformed 
electoral law in June. It also passed a new law on the CEC 
that gave the opposition the possibility to block a quorum 
at all levels of the electoral commission and thereby to af­
fect decision-making power. 

The opposition wasted no time in exercising this power. 
It boycotted the CEC's first three meetings and in practice 
incapacitated the body. In response, the government pushed 
through a revision of the law in July that removed the 
opposition's de facto veto right and gave the ruling party 
the power to appoint electoral commission chairmen at all 
levels. Still, the OSCE and other international organiza­
tions concluded that the law provided "a comprehensive 
legislative framework for the conduct of elections" and pre­
sented "significant improvements as compared to the pre­
vious law." 

In the week preceding the elections, though, a number 
of additional precincts were created on military bases and 
in prisons throughout the country. Both domestic and in-
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ternational observers had diffiwlty gaining access to these 
polling stations. In addition, an audit of voter registration 
lists showed an error margin of 30 percent. That is, the lists 
included people\\ ho were not living at their stated address, 
were deceased, or simply were not real people. On election 
dJy, numerous violations were noted. These included vari­
ous forms of ballot srunlng, the falsification of result~ pro­
tocols, and intimidation of voter~ mid opposition members 
of precinct-level electoral cummi!>sions. 

More important, perhaps, the official voter turnout fig­
ures, which precincts reported hourly, were artificially al­
tered from early on in the day. Observers noted numerous 
instances in which official turnout figures were two or three 
times higher th.rn the turnout observed on location. Offi­
cial figures showed a turnout of 68 percent, whereas ob­
servers noted an actual turnout of approximately a third of 
the electorate. Furthermore, the computerized system used 
at the district level to tabulate precinct results and send them 
electronically to the CEC exhibited serious flaws. Domestic 
and international observers were denied access both to the 
computers and to the data entered in them. One might call 
these events electronic ballot stuffing. 

By the evening of November 5, the ruling YAP claimed 
victory with more than 70 percent of the vote. Only one 
opposition pJrty, the AXCP, was initially acknowledged to 

have narrowly overcome the 6 percent threshold to gain 
seats on the party list. Officially, Musavat, the AMIP, and 
the Democratic Party each received between 1.5 percent 
and 5 percent of the vote. These figures stood in stark con­
trast to the results of independent exit polls and to the vote 
counting that most international observers witnessed. Ac­
cording to these unofficial sources, the YAP received far 
from a majority of votes. In some, but by no means all, 
precincts, the ruling party did receive a plurality of votes. In 
others, individual opposition parries received greater sup­
port. In particular, Musavat enjoyed a large following and 
established its position as the main opposition party. 

In many areas, Musavat reportedly emerged victorious, 
even if, as its officials claimed, it did not receive 50 percent 
of the vote . The AMIP also displayed strength. The show­
ing of the AXCP, nu doubt due to its internal rifts, was 
weak in comparison. Many opposition candidates seemed 
to challenge the YAP, but its candidates prevailed in all but 
a few single-member constituencies. 

The composition of the newly elected Parliament left 
the leaders of the main opposition parties outside the leg­
islature. Musavat, the AMIP, and the Democratic Party 
were all denied representation on the party list system. 
Nevertheless, they were able to secure victories in a few 
single-member constituencies. Initially, only the AXCP 
was reported to ha\·e passed the 6 percent threshold for 
proportional representation . This situation rapidly led to 
a unanimous opposition boycott of Parliament. Although 
the AXCP somewhat reluctantly participated in the boy­
cott at first, it soon decided to take advantage of the privi­
lege of being "permitted" into Parliament. Moreover, two 

minor parries, the Civil Solidarity Party and the Com­
munist Party, officially passed the threshold. However, 
these parries hardly waged a campaign and, according to 

all estimates, had a very low following in Azerbaijani so­
ciety going into the election. It was fairly apparent, then, 
that their inclusion in Parliament had been engineered. 
With the entry of three nominally opposition parties in 
Parliament, the ruling party's take of the vote declined 
to 62 percent. 

On November 6, the OSCE and the Council of Eu­
rope issued a short joint report giving roughly equal impor­
tance to the progress made in the previous five years and 
the significant shortcomings of the election and the count­
ing process. Although the report noted "serious deficien­
cies in regard tu implementation of the election legislation," 
it proved instrumental in securing Azerbaijan's preliminary 
admission into the COE on November 9 . The COE o b­
served that Azerbaijan was "willing to comply with Council 
of Europe standards" at the same time that it asked the 
government of Azerbaijan "to submit, within a month, a 
report responding to the criticisms voiced by the interna­
tional observer mission after the parliamentary elections on 
5 November 2000, and to rectify the instances of reported 
frauds." In the report it issued on November 7, the U .S.­
based National Democratic Institute expressed more un­
ambiguous disappointment with the conduct of the vote. 
The organization noted that "the November 5, 2000, Par­
liamentary elections represent a continuation of a pattern 
of seriously flawed elections in Azerbaijan that fail to meet 
even minimum international standards." 

Many observers have criticized Azerbaijan's admission 
into the Council of Europe in spite of the highly flawed 
elections. Yet its decision must be viewed in proper per­
spective. Russia was admitted in l 996 at the height of its 
war in Chechnya and while it was in violation of some of 
the CO E's most central principles. Likewise, had the COE 
decided against admitting Azerbaijan, Armenia would have 
joined alone, even though its military occupation of Azeri 
territory is in direct violation of COE provisions. By admit­
ting Russia in 1996 and linking Azerbaijan's membership 
with Armenia's, the Council of Europe had placed itself in a 
situation in which it had link choice but to accept Azerbaijan 
regardless of the conduct and outcome of the election. 

Although parliamentary elections are an important event, 
Azerbaijan remains a presidential republic. The most recent 
presidential elections took place in 1998, and an opposition 
boycott helped Aliyev to an easy victory with 75 percent of 
the vote. Only one major contender, AMIP chairman Etibar 
Mamedov, competed against him. Observers reported that 
Aliyev clearly received a majority of the vote. They doubted, 
though, that he received the constitutionally mandated two­
thirds of the vote needed to win in the first round, and the 
outcome led to widespread allegations of fraud. 

The next election is scheduled for 2003, and President 
Aliyev has declared his intention to run. Opposition voices 
claim that his candidacy would violate the spirit of the Con-



stttution, which stipulates that a pre!>ident can sit only for 
two LOnserntive terms. Aliycv w.1s elected in 1993 and re­
elected in 1998; however, the Constitution was promulgated 
only in 1995. Legally speaking, then, Aliyev is eligible to run 
in 2003 since his current term can be considered his first. 

This election is likclv to determine Azerbaijan's foturc, 
and opposition candidates arc already beginning the scramble 
to become the com111on, unified candidate . The succession 
issue has become the major determinant of Azcrbaijani po­
litical life, and with Aliycv solidly in command, the opposi­
tion is fully aware that it has little chance of coming to power 
while Aliyev is still alive and well. Their role extends only to 

influencing government policy by capitalizing on public 
opinion or ti.)rcign pressure. 

In this deadlocked context, the opposition is focusing 
its strategy on preventing the regime from engineering a 
smooth succession of power either to II ham Aliycv or to 
some other member of the ruling elite. Its influence is strong 
enough to create substantial concern in ruling circles re­
garding the viability of a dynastic succession, and already 
divisions within the ruling bloc and attempts to co-opt cer­
tain opposition forces suggest that the government is tak­
ing this group seriously. However, the country's stability is 
endangered by the intense focus on succession. When suc­
cession finally becomes a reality, a major political struggle is 
likely to break out, and the stakes tor everyone involved 
will be extremely high. 
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In 2001, Azerbaijan showed further progress in the devel­
opment of civil society. Most of the developments took place 
within the internal capacity of the NGO sector rather than in 
its e-xternal influence on political decision making in the coun­
try. According to data from the Ministry ofJustice, there are 
around l ,400 NGOs registered in Azerbaijan. Nearly l 00 
new NGOs were registered in 2000 alone. However, accord­
ing to the U.S.-based Initiative for Social Action and Re­
newal in Eurasia, only 300 NGOs are truly active in the 
country. Sec chart for their spheres of activity. 

The new Law on Nongovernmental Organizations and 
Funds, which Parliament adopted on June 13, 2000, regu­
lates the activities of NGOs. This law replaced the previous 
law dating from 1992 and now forms the main legal basis 
for the activities of NG Os. Nearly 150 local NGOs partici­
pated in the discussion of the law together with representa­
tives of Parliament and the president's office, but only a few 
of their suggestions were accepted. Although the law's aim 
was to ease the registration process for NGOs, it does not 
differ much from its predecessor. 

One of the main features of the law that dissatisfies 
NGOs is Section 2.4, which does not allow local NGOs 
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receiving grants from foreign legal entities to participate in 
political processes. As a result, since most of the local NGOs 
depend heavily on foreign funding, they were not allowed 
to monitor the November 2000 parliamentary elections. 
Another issue of contention for local NGOs remains the 
registration process with the Ministry of Justice. The Law 
on the Registration of Legal Entities clearly specifics a time 
frame for processing the applications of NGOs, but most 
ofren groups have to wait for months beyond that before 
they arc registered. 

According to Azerbaijan's newly adopted tax code, 
NGOs in Azerbaijan do not pay taxes on grants. Instead, 
they pay a 27 percent tax on any profit that they make on 
commercial activities. The\\ ages of individuals working with 
NGOs arc taxable at the progressive scale rate. 

The public's perception ofNGOs remains weak, espe­
cially in the areas outside the capital, Baku. According to a 
survey that ISAR conducted in 2000, only 7 percent of 
Azerbaijan's population has so111c awareness o f what the 
NGO sector is. It must be noted, however, that media re­
ports on the activities of NGOs have increased and NGO 
relations with governmental bodies have improved over the 
past few years. To create more awareness of this sector among 
the general population, as well as within governmental and 
business sectors, ISA.R organized an annual fair of A.zcrbaijani 
NGOs for the second consecutive year in 200 l. This event 
took place on May 25 and 26 in Baku. Nearly 80 domestic 
NGOs from various regions of the country participated in 
the fair. 

In 2001, the internal capacity of Azerbaijani NGOs and 
the third sector in general experienced progress in certain 
areas. An increase in Internet access and the availability of 
Internet resources arc significant changes from previous 
years. The Open Society Institute, ISAR, and Azerwcb 
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(managed by Save the Children) provide some of the bcM 
Internet resources, including a directory of local and inter· 
national NGOs as well as news-related items. Individual 
organizations also showed greater attempts to create their 
own Web sites. The local NGO Azerbaijan Young Lawyers 
Union has also implemented an e-mail project called Elcc· 
tronic Legal Assistance to NGOs. From July 25 to August 
1, 2001, ~ln on-line conference among 40 NGOi. of 
Azerbaijan, Georgia, and Armenia took place with the help 
of the U.S.-based organii'ation Project Harmony. 

Western organizations have paid significant attention 
to the training of NGOs in Azcrhaijan. In March 2001, 
for example, I.SAR c;ponsored a four-day conference en· 
titled "The Role of NGOs in Azerbaijani Society.'' In ad· 
dition to representatives of governmental bodies, 
businesses, and the ma~s media, the conference hosted over 
100 NGO representatives from Raku, Sheki, Ganja, 
Mingcchcvir, Lenkoran, Salyan, and Quba. More than 15 
specialists from Western and Eastern European countries 
also took part in the event, which was intended as a forum 
for exchange of information and expertise on how to im· 
prove relations between NGOs and other sectors of soci· 
cty. Nevertheless, the internal organizational capacity of 
NGOs and their management structures remains weak. 
Most NGOs arc organized around one or two individuals, 
who obtain their skills and know-how through NGO re· 
source centers or individual training sessions. 

NGOs that work on women's issues have also shown 
progress in their activities. In August 2001, the Center of 
Young Leaders organized a women's leadership training 
seminar in the Gazakh region. Around 8 women activists 
from Azerbaijan also participated in a three-day training 
seminar in Georgia that was organized by the Institute for 
Democracy in Eastern Europe. In total, the event brought 
together 32 women from the south Caucasian countries. 

Azerbaijani NGOs remain heavily dependent on for­
eign grants and assistance, and a shortage of funding lim· 
its their activities and capacity for growth. Local 
philanthropy is poorly developed, and the state provides 
almost no fonding. Assistance from major local business 
entities goes to specific NGOs, usually based on personal 
connections. Thus, competition for limited resources con· 
tributes to an unhealthy environment for cooperation 
among local organizations. 

Azerbaijani NGOs showed little progress in partici­
pating in the political life of the country. Although some 
groups have made proposals on the solution of the 
Nagorno-Karabakh conflict and other political events in 
the country on several occasions, no real mechanism for 
their participation in decision-making processes exists. 
NGOs also have little influence on matters of decentrali­
zation and local self-governance. 

A major setback for the activities of NGOs has been 
the turmoil associated with the work of foreign missionary 
organizations and so-called religious propaganda. For example, 
in response to the danger ofWahhabism, which reportedly has 

been ~prcading in the country, President Aliyev cst.1blishcd 
the State Committee on Religious Atfairs in 2001. This body 
immediately started the reregistration process of nearly 2,000 
mosques, churches, and other religious communities and or· 
ganizarions. According to Rafiq Aliycv, chairman of the com· 
mittee, the state has rercgistcrcd only 410 group'>. 

Religious organizations initiated activities in Azerbaijan 
almost immediately after the country became independent. 
Islamic groups from different countries, including Iran, Tur­
key, Saudi Arabia, and the UAE, have financed the con· 
struction of many new mosques and the establishment of 
religious schools, or madmssns. Moreover, a number of 
Christian missionary organizations have also begun activi­
ties in the country, often under the cover of charity or hu­
manitarian outreach. These organizations arc more active 
in the country's provinces thJn in Baku. 

For most of the 1990s, these religious organizations 
conducted grassroots work \\ ithout posing a threat to the 
national security of Azerbaijan. However, the government 
has pursued criminal investigations into the activities of the 
Islamic Party of Azerbaijan, which is allegedly funded by 
Iran, and the religious group Jcyshullah, which assassinated 
famous historian and political figure Ziya Bunyatov. Many 
Muslim groups have also sent Azeri youth to study Islam in 
foreign countries. 

The educational system in Azerbaijan is still heavily 
dependent on the state. According to the Ministry of Edu· 
cation, there arc 48 institutions for higher education in the 
country, 30 of which arc state owned and 18 of which are 
private. Although there is no official political influence over 
these institutions, public funding effectively keeps the state 
in control of the system. 
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Azerbaijan's entry in the Council of Europe in 2001 raised 
expectations for the faster development of a free and inde­
pendent media in Azerbaijan. In practice, though, there was 
not much positive change for most of the year, and repre­
sentatives of the media continued to struggle with the au­
thorities in their daily work. However, a standoff between 
the media and the authorities at the end of 2001 led to 
some significant reforms. 

According to the president's office, there were more 
than 650 different media outlets in Azerbaijan in 2001. 
These include newspapers, magazines, news agencies, jour· 
nalists' unions, and television and radio companies. The 
majority of these were established by political and private 
entities. 

Although official censorship was abolished in 1998, 
newspapers and magazines have been hit hard by gov­
ernment pressure. According to the Azeri Committee on 



the Protection of Journalists Rights, nearly 70 journal­
ists were as~aulted or subjected to various kinds of pres­
sure from go\'ernment authoritie-; in the first halfof2001. 
The total amount of fines extracted from newspapers was 
310 million manats (rough!}' $65,000) during the same 
time period. 

Authorities also dfrcti\'dy use the judicial system to 
put pressure on print media. In 200 I, for example, the chief 
of staff of the president's office sued Shahbaz Khuduoglu, 
editor of the newspaper Millcti11 Scsi. Likewise, the mayor 
of Baku filed charges against the editor of the newspaper 
Bakimkiy Buh>m·. Courts found both newspapers guilty of 
assaulting the dignity of these individuals, sentenced the 
editors to si\ months in prison, and closed the papers down. 
However, under heavy pressure from local and international 
media unions, President Aliyev granted amnesty to both 
editors. The government also uses fiscal policy to put pres­
sure on newspapers. Often by increasing the tariftS on pa­
per, authorities have tried to limit the ability of newspapers 
to expand their markets. 

One of the largest-and truly independent-newspa­
pers is Zc1·kalo, which has a daily circulation of 5,500 cop­
ies. Zc1·/wlo's weekly publication enjoyed a circulation rate 
of 10,000 until former editor in chief RaufTalishinskiy es­
tablished his own newspaper, Echo, and thereby divided the 
readership. Although reasons for this split arc still not clear, 
there arc rumors that Zcdwlo experienced an ideological 
rift among its own staff. Other major newspapers remain 
the Yeni M11sm1at ( 18,500 copies), Azadlig ( 6,000 copies), 
and Uc/J Nogtc (8,500). Most newspapers are closely affili­
ated with political parties. The tew English-language news­
papers in Azerbaijan arc aimed primarily at foreign citizens 
and the business community. 

A major change for the print media in the country was 
the restoration of the Latin alphabet in 1992. Azerbaijan 
had used this alphabet during from 1918 until 1939, when 
the Cyrillic alphabet was imposed. However, since the use 
of Cyrillic for half a century meant that most Azcrbaijanis 
could not read the Latin alphabet, newspapers continued 
publishing their text in Cyrillic. Interestingly, many news­
papers and magazines did print their headlines in Latin. In 
June 2001, though, a presidential decree forced all print 
media to use the Latin alphabet exclusively, starting from 
August 1. A number of media outlets protested the deci­
sion and argued that it was intended to lower the public's 
ability to acquire information, given its lack of knowledge 
of the Latin alphabet. Moreover, observers of the situation 
predicted that the circulation of newspapers and magazines 
would fall . However, such fears were not realized, and lead­
ing newspapers actually saw an increase in demand immedi­
ately after August 1. This move is important, as it brings 
Azerbaijan closer to the Western world and, in particular, 
to Turkey. 

The television industry in Azerbaijan also experienced 
many difficulties in 2001. While two new private broad­
casters, Azad Azarbaycan and Lidcr TV, were established 
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during the year, another private company, ARA TV, was 
forced to close down . Tax authorities seized equipment 
worth $320 million from ABA, claiming that the com­
pany had obtained it illegally. The president of A BA, Faig 
Zulti.igarov, subsequently fled to the United States, where 
he asked for political asylum. There, he blamed the shut­
down on the station's record of independent reporting. 
Regional broadcasters were also under substantial pres­
sure by local authorities in 2001. Haya) TV and Gutb 
TV, which arc based in the town ofQuba, were forced to 

close down for allegedly lacking offii.:ial permission to 
bro.idc,1st. However, both stations were formally regis­
tered with the Ministry of Justice. In truth, the shut­
downs appeared to be linked to demands from the local 
government.ii administration for majority shares in the 
companies and equal representation among their 
leaderships. ANS TV remained the most independent and 
trusted television and radio company in Azerbaijan, with 
Space and Lider TV following. 

The state-run broadcaster operntcs two television chan­
nels but is not popular owing to the interior quality of its 
programs. However, these arc the only channels that cover 
the entire territory of the republic. Many regions do not 
have access to private channels. According to the chief of 
the presidential Office on Sociopolitical Affairs, Ali Hasanov, 
a new bill on public television was in preparation in 2001 
and scheduled for submission to Parliament at the end of 
the year. The expertise of the Council of Europe, as well as 
that of Russian, German, and British public television, was 
taken into consideration in the drafting of the bill. 

One of the most important developments in the area of 
independent media in 2001 was the president's decree of 
July 20 on the establishment of the National Council on 
Press, TV, Radio, and the Internet. This law, aimed at regu­
lating the media sector in the country, will create a national 
body of 39 members that consists of three standing com­
missions on the press, television and radio, and the Internet. 
The president will appoint 18 members of the council, and 
public organizations will nominate the rest. To date, though, 
the council has failed to bring about major changes in the 
country's media. 

The difficulties surrounding the media's operation in 
the country were highlighted on December 12, 2001, when 
an unsanctioned demonstration outside the headquarters 
of the YAP was dispersed by force . The demonstration took 
place after the YAP Congress had accused opposition me­
dia outlets of undermining Azerbaijan's statehood. Inter­
national journalism NGOs and the secretary general of the 
Council of Europe intervened and demanded an end to such 
harassment. President Aliycv stepped in a week later and 
held a three-hour meeting with representatives of the me­
dia. Importantly, he called the YAP's accusations against 
the independent media plainly "wrong." 

Having taken the views of the media into account, Presi­
dent Aliyev signed a decree on "additional measures on in· 
creasing state attention to the mass media" and allowed 
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significant amendments to the counrry's mass media law on 
December 28. These amendments abolished the system of 
media registration, removed prohibitions on advertisement 
and financing, and cancelled legislation that had allowed 
executi,·e authorities to dose media outlets. On the 
president's recommendation, libel lawsuits by state officials 
against the media were also dropped. Together, these 
changes amounted to a dramatic improvement in the coun· 
try' media legislation. They might also translate into a real 
change in attitude on the part of the leadership. Journalists 
expressed hope that the president's newly·found relation­
ship with the media will trickle down and influence the atti­
tudes of lower-level officials as well. 

Azerbaijan's journalist and media unions experienced 
ti.1rther growth and development in 2001. For example, a 
new organization was recently established whose member­
ship includei. journalists from Azerbaijan, Georgia, 
Chechnya, Kabardino-Balkaria, Adygeya, Ingushetia, and 
Karachaycvo-Cherkessia. Azeri journalists also expanded 
their regional and international links by obtaining member· 
ship in various international associations and unions. Some 
of the major journalists' unions in Azerbaijan are Yeni Nesil, 
led by Arif Aliycv; the Journalists' Trade Union, led by Azer 
Hasret; and the Baku Press Club. 

The Internet continues to be a growing industry in 
Azerbaijan. The number of Internet clubs in Baku, as well 
as in the regions, has grown at a staggering rate. This, in 
turn, has provided cheaper and faster Internet access to the 
public, especially to young people. The development and 
expansion of the Internet has also contributed positively to 
the growth of independent media. However, much to the 
dissatisfaction of the media, the Ministry of Communica· 
tion recently raised tarifts on Internet usage. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
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Governance and rule oflaw in Azerbaijan have been severely 
impeded by tl1e continuing occupation of dose to 20 per­
cent of tl1e country's territory by the Republic of Armenia. 
The former Nagorno-Karabakh Autonomous Province is now 
administered by officials of the self-styled and unrecognized 
Nagorno-Karabakh Republic . In addition to Nagorno­
Karabakh, the provinces ofKelbajar, Jebrail, Lachin, Qubatli, 
and Zangilan, as well as large parts of the provinces of Agdam 
and Fizuli, are under occupation. As a result of the ethnic 
cleansing that occurred between 1992 and 1994, the entire 
populations of these provinces and the whole non-Armenian 
population (mainly Azeris and Kurds) ofNagorno-Karabakh 
were internally displaced. Hence, there is a vacuum of recog­
nized government authority in these areas. Under current 
Azerbaijani legislation, Nagorno-Karabakh is no longer au­
tonomous. However, Azerbaijan would offer to grant 

Nagorno-Karabakh a high level of territorial Jutonomy in 
the event that a negotiated settlement oftl1e conflict is reached 
and Armenian troops arc withdrawn. 

Azerbaijan also suffers from the fact that its territory is 
divided into two noncontiguous parts. That is, Nakhchivan, 
a small portion of Azerbaijani territory, is wedged between 
Iran and Armenia and has an 11-kilometer border with 
Turkey. According to the 1995 Constitution, Nakhchivan 
has the status of an autonomous republic. It is populated 
almost exclusively by Azeris. 

The Azerbaijani Constitution provides for the division 
of powers among the legislative, executive, and judicial 
branches of government. However, even a quick glance at 
the Constitution reveals the unmistakable dominance of the 
executive branch and, in particular, of the office of the presi­
dent of the republic. The president appoints the prime min­
ister and the cabinet, signs laws, can issue decrees that have 
the force of law, and may overrule Parliament if it thrice 
refuses his candidate for prime minister. 

These large presidential powers arc not unusual in former 
Soviet states, and the constitutional powers of tl1c legislative 
and judiciary branches are still relatively significant. For ex­
ample, since many of the president's powers are exercised "in 
coordination with" the legislative branch, Parliament could 
theoretically block many presidential initiatives. In addition, 
the legal basis for Parliament to be the ultimate rule-making 
institution is present. However, in practice, both the legisla­
tive and judicial branches are relatively weak and, for most 
practical purposes, heavily influenced by the presidential of­
fice. This is especially the case for Parliament, which is under 
the tight control of the president's YAP. 

Members of the media regularly attend sessions of Par­
liament. This, in turn, gives the public access to legislation. 
However, concerns have been voiced that the executive 
amends legislative acts after Parliament passes them. 

Like the national level, the subnational level supports 
both appointed and elected administrations. The centrally 
appointed executive representatives in the regions wield 
the most power because they are direct extensions of the 
central executive power. A major development in 1999 
was the introduction of multiparty elections for munici­
pal governments. However, the first elections were marred 
by substantial allegations of irregularities. In comparison 
with the executive representatives, though, municipal gov­
ernments have only limited powers. They are responsible 
for local taxes and payments, municipal property, local 
social security, and economic development. They also raise 
revenues through taxes and are in charge of their own 
budgets. 

To a large extent, the civil service operates as it did in 
the Soviet period and is plagued by inefficiency and cor­
ruption. Major structural reforms have not been imple­
mented, and the wage levels of civil servants have fallen 
drastically to a few dozen dollars a month. This is hardly 
conducive to building an effective and dynamic civil ser­
vice with an ambition to serve the public. The lack of for-



eign assistauce has made matters worse. Herc, as in many 
other areas, Section 907a of the U.S. freedom Support 
Act has been a big problem for Azerbaijan's development. 
This section, which was added under heavy pressure from 
the Armenian lobby at a time when Azerbaijan had no 
diplomatic representation in the United States, prohibits 
government-to-government assistance from the United 
States to Azerbaijan because of its "blockade" of Anne­
nia. Successive American administrations have tried to re­
move this piece of legislation but failed. 

In the aftermath of the September 11 terrorist attacks 
and in light of Azerbaijan's immediate and unwavering sup­
port for the United States, Congress passed a bill spon­
sored by Senator Sam Brown back (R-Kans.) that gave the 
president the authority to waive Section 907a until De­
cember 31, 2002. The bill also gives the president the right 
to extend that waiver indefinitely. The repeal of Section 
907a will mean increased assistance to Azerbaijan, espe­
cially for controlling its borders more effectively. It may 
also lead to more technical assistance to the government 
on economic policy. Yet fiJr the past nine years, this provi­
sion has prevented the United States from giving assis­
tance that could have contributed to reforming or training 
Azerbaijan's civil service. 

RULE OF LAW 
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With Azerbaijan's admission to the Council of Europe, many 
local and international observers expected great changes in 
the judicial and legislative systems. To date, the country's 
legislative foundation has been reformed greatly to bring it 
up to European standards. However, there is room for im­
provement in the areas of human rights and the rule oflaw. 

The Constitution of Azerbaijan, which was adopted by 
a referendum on November J 2, 1995, provides for an in­
dependent judicial system. In practice, though, judges and 
courts depend heavily on the executive branch. The presi­
dent appoints Supreme Court and Constitutional Court 
judges, who are subject to confirmation by Parliament. The 
president directly appoints lower-level judges. Courts of 
general jurisdiction hear criminal, civil, and juvenile cases. 
District and municipal courts try the majority of cases. The 
Supreme Court may also act as the court of first instance, 
depending on the nature and seriousness of the crime. 

The government appoints prosecutors to offices at the 
district, municipal, and national levels. Prosecutors are ulti­
mately responsible to the minister of justice. The Constitu­
tion prescribes equal status for prosecutors and defense 
attorneys before the courts. In practice, though, the pre-
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rogatives of prosecutors outweigh those of dctcnse attor­
neys. Article 65 of the Constitution also provides for public 
defenders. Investigations often rely on obtaining confes­
sions rather than obtaining e\·idence against suspects. There 
is widespread belief in the country that judges and prosecu­
tors arc corrupt. ln the past year, the executive branch has 
used courts on numerous occasions to put pressure on mass 
media outlets. Some of the prominent court cases led to 
the imprisonment of editors at the newspapers Millctin Scsi 
and Bakinskiy Ru/I'm·. 

The Constitution provides a full range of civil rights 
and freedoms. Among them arc rights to property (Article 
29), intellectual property (Article 30), national and ethnic 
identity (Article 44), and use of one's mother tongue (Ar­
ticle 45 ). Although the government respects most of these 
rights in practice, it frequently obstructs free assembly and 
free association. Political parties have been prohibited from 
conducting street rallies on numerous occasions, and the 
registration process at the Ministry of Justice has often been 
an impediment. 

Membership in the Council of Europe has proven to 

be of noticeable benefit, because Azerbaijan continues to 
improve its legislative foundation. In 2001, the Milli Mcjlis 
(National Assembly) ratified the European Convention on 
Human Rights, which will enable Azerbaijani citizens who 
arc unhappy with the rulings of local courts to appeal di­
rectly to the European Court of Human Rights. At year's 
end, Azerbaijan also signed the European Convention on 
Extradition. The convention provides for extradition of 
persons who are wanted for criminal prosecution or sen­
tencing, but it docs not apply to political or military of­
fenses. A new criminal code, civil code, family code, and 
code on administrative violations were all adopted in 2000 
to replace Soviet-era laws. 

The Constitutional Court of Azerbaijan, created in 
1998, is the highest judiciary body in the country. Upon 
request from high state bodies, the Constitutional Court 
interprets the Constitution of Azerbaijan. It consists ofninc 
judges. The Constitutional Court has yet to prove its inde­
pendence from the executive branch, because most of its 
decisions have been on nonsensitive and nonprovocative 
matters such as the housing code, pensions, and the labor 
code. The Constitutional Court does have a good record of 
cooperation with international organizations and the Con­
stitutional Courts of other countries. The Commission on 
Human Rights, which was created in 1999 with a $400,000 
grant from the UNDP, has failed to produce significant 
improvements in the human rights situation in the country. 

In 2001, President AJiyev made changes to the State 
Commission on Pardons. Whereas the old commission com­
prised only governmental officials, the new one includes 
representatives ofNGOs and the mass media. The opposi­
tion has argued that tJ1cse changes are symbolic and intended 
to deceive the international community, whereas the real 
workings of the commission will not change. Throughout 
the year, President AJiyev issued several decrees that par-
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doned ~ome prisoners and lowered the sentences of others. 
The most promint:nt pardon was the one given to Nariman 
Imrnnov, the former minister of national security, whose 
lite sentence was changed to 15 years in prison. In February 
2001, Parlt.1mcnt approved the Amnesty Law, submitted 
by President Aliyev. Under the law, almost 2,300 prisoners 
arc eligible for release and a further 800 will have their term!> 
reduced. 

During the period covered by this report, much of the 
legal debatt: centered on political prisoners. Befrirc being 
admitted to the Council of Europe, the government com­
mitted it!>df to freeing all political prisoners in the country. 
In practice, however, this pro\'ed to be a problematic task, 
as the government, local human rights organizations, and 
the COE couldn't agree on the definition of"political pris­
oner" and, thus, on the list of all persons to be released. 
The numbers varied widely, from 50 listed by the U.S. State 
Department to 700 according to the Human Rights Cen­
ter of Azerbaijan . Finally, on October 25, 200 I, ati:er nu­
merous monitoring visits by its experts, the Council of 
Europe unveiled a list of23 jailed persons whom it consid­
ers politiC<ll prisoners. Those 23 include former Interior 
Minister Iskander Hamidov; former Defense Minister Rahim 
Gaziev; former coup leader and Prime Minister Surer 
Huseinov; the leader of the self-proclaimed Talysh-Mughan 
Republic, Alikram Humbatov; and former Ganja (city) Po­
lice ChiefNatig Efendiev, who was extradited from Turkey 
the previous year. 

Another major legal change in 2001 was the imposi­
tion of tighter governmental control over the activities of 
religious groups and sects. Article 48 of the Constitution 
prm·ides that persons of all faiths may choose and practice 
their religion without restrictions, and the Azerbaijani gov­
ernment genernlly respected this right. In 200 l, however, 
the growing threat of Wahhabism and other forms of reli­
gious fundamentalism in the northern regions and in Baku 
forced the government to crack down on religious activity 
in the country. On J unc 21, President Aliyev created the 
State Committee on Religious Affairs and began a 
reregistration process for more than 2,000 mosques, 
churches, temples, and other religious sects. The commis­
sion will also keep a close eye on the activities of missionar­
ies, which, it claims, try to entice uninformed and needy 
people into their sects. 

There arc several independent human rights organiza­
tions in the country. The most prominent of these arc the 
Human Rights Center of Azerbaijan, the Institute for Peace 
and Democracy, the Azerbaijan National Committee of the 
Helsinki Citizens' Assembly, and the Bureau for Human 
Rights and the Rule of Law. 

The Constitution and laws of Azerbaijan do not im­
pose any discrimination on women or ethnic minorities. 
There are 11 tcmale members of Parliament, and 2 women 
occupy ministerial positions. Members of ethnic minorities 
also occupy senior governmental posts. In the Azerbaijani 
political atmosphere, however, ethnicity is not a big issue. 

The fact that especially Muslim minority populations like 
Lezgins and T.1lysh arc thoroughly intermixed with Azeris 
and th.H member!> of these minority groups arc oti:en bilin­
gual <1lso reduces the salit:nce of ethnicity in politics and 
helps members of these minority groups play a role in poli­
tics irrespective of their ethnicity. However, explicitly eth­
nically or religiously based political parties are denied 
registration, and the participation of women in politics is 
hindered to a certain extent by social norms. 

In 2000, the government enacted a new criminal code 
that bans acts of torture and authorizes punishments f<lr 
violators of the law ofup to 10 years in prison. The govern­
ment also adoptc-d the definition of torture that is contained 
in the UN Convention on Torture. Although there is no 
systematic torture in prisons, numerous cases have been 
reported in which police have physically abused detainees. 
The government rardy takes action to punish abu!>ers. Au­
thorities also often ignore procedures for the arrest and 
detention of persons. Individuals are frequently detained 
without legal warrants, and relatives of suspects are occa­
sionally detained as part of an attempt to reveal a suspect's 
whereabouts. 

Corruption 
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Azerbaijan has the reputation of being a country marred by 
corruption to a larger extent than most other countries. 
Although its legal system prohibits government officials and 
members of Parliament from involvement in economic life, 
the spirit of these laws is not adhered to. Family members 
of senior officials are prominent in the business lite of the 
country, including in the broadcast media. The country's 
Law on financial Disclosure has recently become an issue 
of controversy as political parties have been a!>ked to publi­
cize their financial sources. Audits of the executive and leg­
islative branches do occur. Irregularities were discovered at 
several K}1rgyz embassies that were recently audited. 

Azerbaijan ranked fourth from the bottom in both 
Transparency International's and the World Bank's global 
indexes of corruption for the period 1999-2000. Each in­
dex tracked 90 countries. In its 2001 Corruption Percep­
tions Index, Transparency International ranked Azt:rbaijan 
as one o f the 10 most corrupt countries in the world . As 
in neighboring Georgia and Armenia (not included in 
Transparency lnternational's rankings for 2001 ), the popu­
lation of Azerbaijan perceives the government and bureau­
cracies at all levels as unanimously corrupt-and it does so 
with good reason . Bribe taking by officials down to the 
level of primary school teachers is endemic in the former 
Soviet states, and Azerbaijan is no exception. The level of 
red tape in the bureaucracy and the need to obtain signa­
tures and stamps from several officials for simple proce-



durcs h.1vc fo1.tcrcd an cnviro11111cnt of r.1mpanL corrup­
tion in the country. 

More detailed studies ofactual occurrence of corruption 
corroborate thi1> picture . In a recent study by the UN Inter­
regional Crime and Justice Rcse.irch lnstitmc, for example, 
most We1.tcrn European cities and countries showed k ss than 
I percent of their populations ha\ ing direct c:-..pcricncc with 
ofticial corruption . In contrast, I 0-20 percent of the popu­
lations of post-Communist countries tvpically experienced 
corruption. Among capital citic~, Baku ranked filth with 19 
percent, after Tirana, Vilnius, Ulaanb;1atar, and Minsk. 

Another interesting indicator is that of state capture, 
the phenomenon of special interest groups hijacking the 
state for their narrow self-interest by manipulating policy 
formation and shaping rules and policies to their advan ­
tage . In a recent World Bank Business E1wironmcnt Survey 
examining the so-called purchase oflegislation, decrees, and 
judiciary rulings in transition economics, Azerbaijan emerged 
as the country in the former Communist bloc with the high­
est degrei: of state capture. It was fullm,·cd closely by 
Moldova, Ukraine, and Russia . Over 40 pcrci:nt of firms 
surveyed in Azerbaijan reported that their business had been 
directly affected by illicit private influence on state institu­
tions . In assessing this information, however, it should be 
noted that the booming oil industry in Azerbaijan has cre­
ated a more vibrant business climate than one will find in 
most former Soviet states. This, in turn, may have increased 
both competition and incentives for corruption. Neverthe­
less, the image of Azerbaijan is clear: corruption has be­
come a major problem that pervades most of Azcrbaijani 
society. It is a major impediment to the economic and so­
cial development of the country. 

The public's reaction to the omnipresent corruption 
has been a mixture ofapathy and frustrntion . Unlike in neigh­
boring Georgia, there are no high-profile cases in which 
senior officials have been accused of corruption. There arc 
also no high-profile anticorruption activists within the gov­
ernment. This explains the lack of public anticorruption 
activism in Azerbaijan. Yet widespread corruption in the 
country'1> leadership has been perhaps the main reason for 
the gr.1dual decline of the ruling party's popularity, as evi­
denced by unofficial accounts of election results as well as 
by opinion polls. However, the public's apathy toward poli· 
ticians, the government, and even the opposition is cxcm· 
plified by the citizen who expressed his intention to vote 
for the ruling YAP in the 2000 parliamentary elections only 
because officials of that party could be thought to have al­
ready filled their pockets. The opposition, howe\'er, would 
have to start "stealing" from scratch if it came to power. 
Whether fair or unfair, this attitude is a good indicator of 
widespread and deeply rooted malaise in Azerbaijani soci· 
ety and of a political system that undermines the very gov­
ernance of the country. 

Investigations of high-level officials for corruption arc 
rare in the country. When they do occur, they often lead to 
the settling of scores within the government's ranks rather 
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than to the initiation of serious auticorruption drives. The 
corruption allegations .1g.1inst former Foreign Minister Hasan 
Hasanov and former Speaker of Parli.unent R.isul Guliyev, 
fix example, were both compelling, and there was little doubt 
these two figun:s had embezzled enormous amounts of fonds . 
Yet the initiation of legal proceedings .1gainst them'' as in all 
likelihood related not only to their nimes but also to their 
rifts with President Aliycv. Such investigations frequently die 
out when political winds change. 

ECONOMIC LIBERALIZATION 
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During the past decade, Azerbaijan has undertaken many 
positive economic reforms and has experienced a dramatic 
shift from a centralized command economy to a market sys­
tem. In particular, the comprehensive economic stabiliza­
tion program that President Aliyev initiated in 1995 has led 
to significant macroeconomic improvements. In 2001, 
Azerbaijan's economy remained on this course of develop­
ment. Inflation was kept at a minimal level, industrial out­
put and gross domestic product increased thanks to increased 
oil production, and the gradual pri\'atization of state prop­
erty continued. 

In addition, on April 30, 2001, President Aliyev abol­
ished the Ministry of State Property, the Ministry of 
Economy, the Ministry of Trade, the State Committee for 
Entrepreneurship Support, and the Agency oflnvcstments. 
In their place, he established the Ministry of Economic 
Development as the central executive body in the economic 
sector that is responsible for carrying out state policy in the 
sphere of socioeconomic development, international coop­
eration, macroeconomics, trade, investment, development 
of entrepreneurship, pri\·atization and management of state 
property, regulation of monopolistic development, and com­
petition. Farhad Aliycv, the former minister of state prop­
erty, was appointed minister for economic development. 

As in the 5 previous years, real GDP in Azerbaijan grew 
in the first 10 months of 200 I by 9 .3 percent, while real 
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wages increased by 24 pl.'rcent. I ndustri.11 production was 
up by 5 .4 percrnt in the first 9 months of 200 I, and the 
State Oil Company of Azerbaijan reported an increase 111 oil 
production. Although the growth of GDP is a positive fa..:­
tor, its heavy dependence on the oil and gas sector remains 
a concern among local and international economists. 

Foreign investments are also disproportionately con 
centrated in the oil and gas sector. According to the newly 
created Ministry of Economic Development, 65 percent of 
investments an: made in the oil and gas sector and only 16 
percent in other industrial sector:.. Another disturbing fact 
is that the majority of foreign investments are made in Baku 
and on the Apsheron peninsula; the rest of the country re­
ceives only a minimum of foreign investment. Nazim 
Imanov, a prominent opposition economist, argues that 93 
percent of all budget revenues come from Baku, whereas 
the regions contribute only 7 percent. The opening of the 
Baku Steel Comp.my in J unc 2001 was positive news. Some 
$50 million was invested in this private steel-producing plant, 
which aims at satisf)1ing the steel needs of Azerbaijan and 
neighboring countries. 

Important recent news in the oil and gas sector of 
Azerbaijan includes the signing of the gas agreement be­
tween Azerbaijan ;md Turkey; agreement on a gas pipeline 
by the governments of Azerbaijan, Turkey, and Georgia; 
and progress toward the construction of the Baku-Tbilisi­
Ceyhan (BTC) oil pipeline. According to David Woodward, 
president of the Azerbaijan International Operating Com­
pany, the construction of the BTC pipeline is expected to 
start in the first half of 2002 and to be completed by early 
2005. Currently, necessary talks with Western financial in­
stitutions arc under way to secure funding for this $2.9 bil­
lion project. This much debated and questioned pipeline is 
slowly but steadily becoming a reality. 

Progress also continues in the privatization process. 
According to the Ministry of Agriculture, 178 billion 
manat ( $37 million) worth of state-owned properties and 
606 billion manat ($127 million) worth of municipal 
properties have been privatized to date. Thus, nearly 94.4 
percent of all rural land and property that was earmarked 
for privatization has indeed been transferred to private 
hands. Privatization in the agricultural sector has been 
completed in 26 provinces. In the industrial sector, the 
denationalization of medium and large enterprises, as part 
of Azerbaijan's long-awaited second stage of privatization, 
is set to begin. Three hundred enterprises, mainly in the 
communication, air transport, fuel and energy, mechani­
cal, and chemical sectors, will be put up for auction. At 
the same time, the privatization of small enterprises is 
still under way. The Ministry of Economic Development 
reported in October 2001 that 1,477 small enterprises 
and facilities had been privatized in the first 10 months 
of the year and 24,577 total since the start of the 
privatization process. Overall, the privatization process 
in Azerbaijan is run according to the Law on the 
Privatization of State-Owned Property. 

As a result of the privatization process, the share of the 
private ~ector in Azerbaijan's economy ha~ continued to 
grow. In some sectors, such as agriculture, the share ofpri­
Yate production is close to JOO percent, whereas in the ser­
\'ice and industrial sectors it is around 50 percent. Currently, 
nearly 30 percent of the total workforce is concentrated in 
the agricultur.11 sector. According to the Azerbaijan Con­
tcderation of Entrepreneurs, some 70 percent of the able­
bodied population (nearly 2 .6 million people) work in the 
private sector of the economy. 

In 2001, Azerbaijan promulgated a long-awaited new 
tax code that consolidates most of the country's taxes into 
a single, comprehensive law. The new code also seeks to 
promote the development of small and medium-size busi­
nesses by lowering most tax rates. 

Azerbaijan's banking sector consists of the National 
Bank of Azerbaijan (NBA), which fulfills the functions of 
a central bank with $640 million in reserves, and numer­
ous commercial banks. In 200 l, President Aliyev reap­
pointed Elman Rustamov as chairman of the NBA, thus 
indicating his approval of reforms in the banking system 
in the past few years. Although the NBA is still highly 
dependent on the executive powers of the government, it 
has managed to keep itself out of politics. It has a good 
record of cooperation with international agencies such as 
the World Bank, the International Monetary Fund, and 
the International Finance Corporation on reform of the 
country's banking system. 

The national currency, the manat, remains weak and 
unpopular with the public, which prefers to invest in U.S. 
dollars and pounds sterling as a secure way of fighting in­
flation. According to some local economists, nearly 80 per­
cent of all transactions in the country arc made in cash. 
The number of commercial banks in Azerbaijan has de­
creased in the past tcw years as the NBA has tried to tighten 
regulations and increase the levels of founding capital 
needed to form a commercial bank. Currently, there arc 4 
large state-owned banks and nearly 50 commercial banks. 
The latter are weak and still inexperienced in the manage­
ment of banking operations. They are ofrcn created to ful­
fill the credit needs of their shareholders and are not 
prepared to respond to the growing needs of local and 
international companies. In 2001, the minister of finance 
dismissed Fuad Akhundov, chairman of the International 
Bank of Azerbaijan, the largest and most reliable bank in 
the country. Although the reasons remain unclear, some 
say the decision was related to the government's plans to 
privatize the bank. 

In 2001, Azerbaijan experienced a positive trade bal­
ance for the second year in a row. The surplus amounted to 
$440 million. After the collapse of the Soviet Union, the 
government was confronted with the challenge of shifting 
trade patterns from traditional partners in the Soviet re­
publics to neighboring countries of the Middle East and 
Europe. Today, Azcrbaijan 's major trading partners arc 
Russia, Turkey, Georgia, Iran, and the European Union. 



However, the trade patterns and prospects of foreign in­
ve~tment arc hampered by the de facto monopoly that the 
ruling circles keep on toreign trade. For tr.1de and invest­
ment to take off, this pattern of activity will have to change. 

During the period covered by this report, Azerbaijan 
continued to cooperate with international financial institu­
tions, which in turn provided loans for covering the nation's 
budget deficit . Although the deficit has been reduced to I 
or 2 percent of GDP, the government continues to borrow 
from the IMF and World Bank. According to First Deputy 
Prime Minister Abbas Abbasov, the foreign debt of 
Azerbaijan amounted to $1.14 billion by October 2001. 
Most of the loans have been spent on macroeconomic st<L­
bilization, investment projects, and payments on the na­
tional balance. 

Private entrepreneurship remains one of the most strug­
gling segments of the Azerbaijani economy. A high level of 
corruption and harassment by governmental officials and 
tax police, in addition to a weak legal system, creates tcw 
incentives fi:ir business development. In the past tCw years, 
the private sector has expe1ienced a consolidation of busi­
nessmen into unions and confederations. One of these 
unions is the Azerbaijan Contcderation of Entrepreneurs, 
which according to its president, Aliakbar Mamedov, unites 
over 600 private entities from 12 regions of the country. 

To create transparency in the collection of oil revenues, 
President Aliyev formed a special State Oil Fund in 1999 
into which all revenues from the extraction and sale of oil 
and gas, as well as bonuses from contracts with Western oil 
companies, will be collected . The fund is subordinated to 
the president. First Deputy Prime Minister Abbas Abbasov 
has reported that to date, $435 million has been accumu­
lated in the oil fund. President Aliyev has appointed a rela­
tively unknown economist, Samir Sharifov, as executive 
director of the fund. Nevertheless, concern remains that 
the Azerbaijani economy is too dependent on oil exports, 
which in turn has increased corruption in the government 
and bureaucracy. 

Although Azerbaijan's economy continues to grow, the 
uneven distribution of these economic gains has contrib­
uted to increasing levels of inequality. Azerbaijan is not a 
traditional developing country. Although the literacy rate 
and access to health services remain strong, high levels of 
unemployment and poverty limit opportunities to enjoy 
sustainable development and economic security. According 
to the United Nations Development Program, average lite 
expectancy is 71.3 years. Official unemployment figures, 
which are highly unreliable, remain at the level of 15-20 
percent. Nearly two million Azerbaijanis have emigrated 
abroad, mainly to Russia, to earn a living. 

Despite these difficult circumstances, the government 
has decided to further reduce compensation for vulnerable 
segments of the population. Under heavy pressure from 
international financial institutions to balance the federal 
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budget, the government h.1s determined to slash social ben­
efits from $200 million to $30 million in 2002. The major­
ity of the geneml public remain unaware of these changes 
owing to poor publicity of the issue. 

Other important sectors such as education, health care, 
and science aim remain underfunded. According to the lat­
est draft of the state budget for the year 2002, science will 
receive 1.2 percent, the health sector 5.2 percent, educa­
tion 21 percent, and social benefits 13 percent of the total 
budget. According to Minister of Education Misir 
Mardanov, in the p.1st decade, not a single secondary school 
has been built in the country. 

The difficult social situation in Azerbaijan became un­
deniable when the Society of K.uabakh War Invalids staged 
a hunger strike and public demonstrations in 200 I to de­
mand higher payments. The standoff between the authori­
ties and the strikers went on for weeks and contributed to 
domestic instability. It ended when the police arrested 50 
participants of the hunger strike. According to news reports, 
the prosecutor-general's office accused the invalids of "or­
ganizing mass demonstrations," "incitement to illegal ac­
tions and violence," and embezzlement of more than 
$200,000. 

Internally displaced persons suftcr the most from 
Azerbaijan's severe social and economic conditions. Living 
in tent camps tor the eighth consecutive year, this vulner­
able segment of the population is receiving less and less 
international assistance. According to sources with the UN 
High Commissioner for Refugees, aid dropped from $11 
million in 1999 to $7 million in 2001 . Many Western relief 
agencies based in the area could soon be on their way out as 
well. To compensate partially for their expected withdrawal, 
President Aliyev issued a decree to divert some money from 
the State Oil Fund to the urgent needs of refugees and in­
ternally displaced persons. 

President Aliyev also issued a decree in March 2001 
to create a commission for the development of a Poverty 
Reduction Strategy Program. The commission is made up 
ofrepresentativcs of governmental offices, NGOs, and aca­
demic institutions. The program itself must outline con­
crete steps that the government should take in the 
economic and social sectors to reduce poverty. Under 
agreements with the IMF, the World Bank, and the Asian 
Development Bank, Azerbaijan must complete the pro­
gram within a one-year period . 

S11a11tc E. Comcll is t/Je editor of the Central Asia-Caucasus 
Analyst, published by the ]ohm Hopldm U11iiicrsity, School of 
Ad11a11ccd lnteniatim1al Studies. He also lectures at Uppsala 
U11ivcrsity in Swcdc11 and is t/Jc c.wcutii1c dfrcctor of Conic/I 
Caspia11 Co11mlti11g. Fal"iz lsmailzadc, who co11t1·ib11tcd to 
this report, is a senior associate ll'ith Come/I Caspia11 Co11-
s11ltin,_fl a11d a gmd11atc st11dc11t at t/Je Was/Ji11gto11 U11iiier­
sit)' i11 St. Louis, Missouri. 
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The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. The opinions expressed in this report are those 
of the author. 

.J...J, <llld 1'1' indicate score changes of .25 or more . .J.. and 1' 
indicate changes ofless than .25. 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 5.90 .J,.J, 6.20 .J, 6.44 .J, 6.56 6.56 

Rule of Law na na 5.88 -J, 6.00 6.00 
Economic Liberalization 6.00 -J,-J, 6.25 6.25 6.25 6.25 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 1,009.2 1,349.9 1,368.2 1,483.8 1,210.8 1,275.4 1,095.5 

Real GDP growth(% change) -10.4 2.8 11.4 8.4 3.4 5.8 2.5 

Inflation rate 709.3 52.7 63.8 73.2 293.8 168.9 59.8 

Exports($ millions) 4,803.0 5,790.0 6,919.0 6,172.0 5,646.0 6,987.0 7,335.0 

Imports($ millions) 5,469.0 6,939.0 8,326.0 7,673.0 6,216.0 7,825.0 7,981.0 

Foreign Direct Investment($ millions) 15.0 105.0 350.0 201 .0 443.0 90.0 100.0 

Unemployment rate 2.7 3.9 2.8 2.3 2.2 2.1 2.2 

Life Expectancy (years) 68.5 68.6 68.5 68.4 67.9 68.1 68.0 



INTRODUCTION 

I n the decade since the collapse of the Soviet Union, 
Belarus has become a presidential dictatorship and a 
consolidated autocracy. President Alyaksandr Luka­

shenka l.'.ame to power in 1994 following an election that 
international observers deemed free and fair. Since then, 
though, he has steadily strengthened his grip on power by 
reintroducing censorship, frustrating the work of indepen­
dent trade unions, and limiting the rights of candidates for 
elected office. His government has also severely limited civil 
liberties, including freedom of association, assembly, reli­
gion, movement, speech, and the press. A 1996 rctcren­
dum on amendments to the Constitution extended 
Lukashenka's term in office from five to seven years and 
broadened his control over the legislative, executive, and 
judicial branches of government. Lukashenka received an 
additional five years in office when he proved victorious in 
the presidential election of September 9, 2001. 

A weak opposition, a passive and apathetic population, 
a popular president, and a historical legacy of weak dissi­
dent movements have all contributed to the stability of 
Belarus's political system. Internal security forces have also 
been key to the endurance of Lukashenka's authoritarian 
regime. This fuct is reflected in the 2002 state budget, which 
allocates $3 million to the presidential guards-a sum greater 
than the amount allocated to Parliament and the govern­
ment combined. 

Lukashenka halted economic liberalization in 1995 
because it contradicted his plans to establish a neo-Soviet 
regime. Instead, he has fostered an atmosphere that is hos­
tile to private enterprise and inhibits foreign investment. 
Since the government is largely committed to a planned 
economy, it has generally blocked privatization and has con­
tinued to provide subsidies to loss-making state enterprises. 
To date, only l 0 percent of state enterprises and 40 percent 
of communal enterprises have been privatized. 

Following his reelection in September 2001, Luka­
shenka announced that he would support tentative steps 
toward economic liberalization, and he ordered the gov­
ernment to submit a new reform plan to him before the 
end of the year. He did so in large part because he was 
under pressure from high inflation rates, reduced subsidies 
from Russia, and strict requirements from the International 
Monetary Fund and the World Bank to introduce reforms. 
Although implementation of any such program would rep­
resent a sea change in Lukashenka's attitude toward the 
market, international financial organizations remain cautious 
about the president's new enthusiasm. Just prior to the elec­
tion, Belarus failed to complete a six-month reform pro­
gram that the IMF had considered a prerequisite to new 
loan negotiations. Likewise, at year's end the president re­
jected "shock therapy" as part of any reform plan. 

Belarus's deteriorating human rights situation has led 
to the isolation of the Lukashenka regime. Western govern-
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ments and international organizations, including the United 
States, the European Union, the Organization for Security 
and Cooperation in Europe, and the Council o f Europe, 
have systematically documented the spread of author­
itarianism and antidemocratic practices in the country and 
have refused to recognize the 1996 retcrendum that dis · 
banded the Supreme Soviet. They have also concluded that 
the parliamentary elections of 2000 and the presidential elec­
tion of 200 l were not democratic. 

In 1997, in response to the 1996 referendum on presi­
dential power, the Council of Europe suspended Belarus's 
guest status. In November 200 l, the CO E's Parliamentary 
Assembly recommended that the suspension remain in place 
until the Bclarusian regime shows greater respect for hu­
man rights. Also in 200 I, Radio Liberty doubled its broad­
casts to Belarus, and the U .S. Congress introduced the 
Belarus Democracy Act, which seeks to impose sanctions 
on Belarus and provide $30 million in assistance for 
Belarusian democratic forces (including political parties), 
the development of independent media, and other democ­
racy-building activities. Although the opposition hailed the 
bill, Foreign Minister Mikhail Khvastou warned that it could 
lead to the severance of diplomatic relations between Belarus 
and the United States. President Lukashenka decried the 
provision as "colossal support to the forces that have al­
ready started to destabilize the situation in the country." 
He then refused to hold any further talks with the opposi­
tion. As of November 200 l, the bill had been read twice 
and referred to the U.S. Senate Committee on Foreign 
Relations. 

In December 1999, Russia and Belarus signed a treaty 
that outlined plans for the creation of a union state, includ­
ing a unified legal and economic space and extensive politi­
cal and military integration . In July 2000, the 10th 
anniversary of the declaration of Belarusian sovereignty, an 
all-Belarusian congress declared its opposition to the union 
treaty and called for democratic reforms. Western and Cen­
tral European diplomatic envoys were in attendance. To date, 
the Belarus-Russia union remains amorphous, and the two 
sides have made tangible progress only in the security sphere. 

DEMOCRATIZATION 

1997 
6.00 

Political Process 
1998 1999-2000 2001 
6.25 6.75 6.75 

2002 
6.75 

President Alyaksandr Lukashenka's regime is clearly authori­
tarian. It is neither as harsh as the former Soviet regime nor 
as liberal as a Western democracy. Instead, it is an ideologi­
cal amalgam of pan-Eastern Slavism, Russian Orthodoxy, 
and Soviet-style Belarusian nationalism. 

In a 1999 interview with Rossiyslmya Gazcta, Luka­
shenka admitted that "elements" of authoritarianism existed 
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in Belarus. Since then, he l1Js incrc.1~ingly 111troduced So­
viet-style practices such as creating political parties, civic 
organizations, trade unions, and youth groups that arc loyal 
to the authoritie1' and help project the appearance of plural ­
ism. At state enterprises and oftkes, he has also reappointed 
political informants whose assignment i1' to explain and 
mobilize support for government policies. 

Belarus'1> educ.mon system also remains a vehide for 
propagating the regime's ideological policies. President 
Lukashenka has controlled entrance examinations for insti­
tutions of higher education for several years. In 200 l, he 
imposed additional re1'trictions on 1>1.:hool curricula after 
complaining to a congress of tc.Khers that classrooms were 
"places for [the I ideological dcpravation of the youth." Even 
the Academy of Sciences lost its independence when, in 
2001, Lukashcnka decreed that henceforth he would ap­
point the body's president and approve members of its pre­
sidium . He then appointed the former head of his 
presidential administration, Mikhail Myasnikovich, as the 
academy's president. The Bclarusian Helsinki Committee 
denounced the new policies as evidence of the state's in­
creasingly "totalitarian character." 

During the period covered by this report, new evidence 
surfaced about the existence of an official death squad that 
might be responsible for the disappearance of leading op­
position figures, including former Interior Minister Yuriy 
Zakharank, t<>rmcr Deputy Chairman of the Supreme So­
viet Viktar Ganchar, and Ganchar's business colleague Anatol 
Krasovsky. First, in November 2000, the independent news 
agency Belapan received an anonymous letter from an ot: 
ficer in the Bclarusian security .services that detailed how a 
special unit of the Presidential Protective Service allegedly 
had murdered both Ganchar and Dmitry Zavadsky, a cam­
eraman with Russian Public Television (ORT). This spccial 
unit is known as Almnz. 

Second, in 2001, Ivan Tsitsyankou, the former head of 
the presidential administration, gave an interview to thc 
indepcndent newspapcr DC1l in which he suggested that 
Lukashenka's involvement in the disappearance of opposi­
tion leaders was "obvious." Since thc intervicw, Tsit· 
syankou 's family has accused Lukashenka of ordcring thc 
prosecutor-general's office to take rcvengc on them. The 
offices of Dm have been burglarized twice. 

Third, the ncwspapcr Rclornsskaya Dc/opnyn Gazctn 
published an interview with Aleh Alkaycu, the formcr war­
den of Minsk's death row prison, who daimed that Almaz 
commander Dmitry Pavlyuchcnka had borrowed the prison's 
execution pistol on a number of occasions. Fourth, during 
the 200 l presidcnttal campaign, Uladzimir Hancharyk, head 
of the Federation of Trade Unions of Belarus (FTUB) and 
the united oppoi.ition candidate in the election, relcased 
documents time appear to implicate several government 
authorities in the disappearance of opposition politicians. 
Belarusian officiab denied the accusations. And fifth, dur­
ing the same period, Dmitry Petrushkcvich and Alch 
Sluchek, two former investigators with the state procuracy, 

requested a~ylum in the United States after revealing addi­
tional document~ that appear to point to Lukashenka's in­
volvement in the death ~quad. 

In October 200 l, during a visit to Gomel, Lukashenka 
admitted the existence ofa special unit that had been estab­
lished to murder organized crime bosses. However, mount­
ing evidence suggests that the ~amc death squad went on to 
murder the president's political opponents-a fact 
Lukashcnka vehemently denics. The prosecutor-general's 
office has reti.tsed to open an in\"estigation into the squad 
and the disappcaranccs. However, it is important to note 
that Almaz allegedly operates under the direction of Pros­
ecutor-General Vikror Sheiman, the former head of the 
Natirn1.1l Security Council. 

In November 1996, Belarus held a controversial refer­
endum in which 84.14 percent of voters approved substan­
tial changes to the 1994 Constitution. These included 
extending the presidential term from five to seven years, 
expanding presidential powers, and creating a pliant bicam­
eral Natsionalnoye Sobranie, or Parliament. The Supreme 
Soviet, which voters had elected frccly in 1995, was subse­
quently dissolved. Western governments have refused to 
recognize the legitimacy of the new assembly. 

In October 2000, Belarus held its first parliamentary 
elections since the crcation of its new Parliament. In ad­
vance of the election, the Chamber of Representatives unani­
mously accepted 10 amendments to the electoral code. These 
included provisions on the regulation of election observers, 
the ability of candidates to run in locales in which their 
parties do not have registered branches, and the collection 
of signatures in support of candidates. Lukashenka rejected 
proposals to allow members of the opposition to till up to 
30 percent of the seats on electoral commissions, to lower 
the valid turnout rate to 25 percent, to make authorized 
copies of electoral commission records available to election 
observers, and to abolish the practice of early voting. 

Thc Organization tor Security and Cooperation in Eu­
rope, the Council of Europe, and the European Union con­
cluded that the new electoral code did not meet international 
democratic norm~, and they rcti.tscd to send official observ­
er~. Instead, they sent one technical team to gather infor­
mation on the campaign and a second team to monitor the 
balloting. The only international obscrvers present during 
the elections were from Russia and the inter-Parliamentary 
Assembly of the Commonwcalth of Independent States. 

In addition, the OSCE had organized a dialogue be­
tween the opposition and government authorities that was 
intended to ensure a frcc and fair campaign. Specifically, 
opposition parties agrecd to participate in thc elcctions if 
the government passed a more democratic and transparent 
electoral code; guaranteed equal access of candidates to state 
media; ceased its harassment and imprisonment of opposi­
tion figures; and granted Parliament more substantial du­
ties. However, when Lukashcnka stacked the dialogue with 
81 pro-government parties and nongovernmental organi­
zations and failed to meet the opposition's demands, sev-



eral opposition parties decided to boycott the election . (Af 
ter the 200 I presidential election, Lukashenka again otkred 
to launch another "sociopolitical dialogue," and eight op­
position parties confirmed their willingness to participate. 
However, President Lukashcnka rescinded his ofter two 
months later in response to U.S. proposals to grant $30 
million in aid to lklarusian democratic forces.) 

Ultimately, l>even opposition parties boycotted the elec­
tions. Several opposition leaders, including Mihalay Statkevich 
and Mikhail Chyhir, registered as candidates. However, 
Chyhir withdrew from the second round after accusing the 
authorities of using "dirty techniques" against him. 

In September 2000, Lukashcnka addressed 2,500 del­
egates of the Congress of Soviets of Peoples Deputies, a re­
constituted Soviet-era instin1tion, and asked them to c.unpaign 
for pro-regime candidates. The congress unanimously backed 
Lukashenka's domestic and foreign policies. That same 
month, police confiscated a special edition of Rabochy, the 
newspaper of the Belarusian Free Trade Union, that was de­
voted to the election and called for a boycott. Police also 
arrested the newspaper's editor, its legal adviser, and the owner 
of its printing house on charges of"propagandizing an elec­
tion boycott," an activity that is illegal under the administra­
tive offenses code but not under the electoral code. 

Voting in the election began five days early, and man­
agers at state-owned enterprises ordered workers to vote or 
risk dismissal. University staff also held mass meetings with 
students and demanded that they vote. Lukashenka consid­
ered the election a dress rehearsal for the 2001 presidential 
election, and he aimed to secure an overwhelmingly pro­
regime majority in the lower house. 

The Belarusian Central Election Commission ( CEC) 
reported that voter turnout was 60.6 percent. It validated 
the results in 96 out of 110 constituencies and confirmed the 
election of 43 deputies. Runoffs in 53 constituencies and new 
elections in the 28 constituencies in which voter turnout was 
less than SO percent took place on October 29. The Coordi­
nating Council for Election Observation, which fielded 5,500 
observers, disputed the election commission's findings. It 
reported 5,000 infringements such as voter intimidation, cam­
paigning for pro-regime candidates on election day, ballot 
box stuffing, early compulsory voting in military units and 
institutions of higher education, and shortening of election 
lists to obtain the necessary turnout figures. Opposition ob­
servers also reported that turnout was below 50 percent in 
31 constituencies-not in 13, as officially reported-and that 
overall turnout was lS percent less than the official results. 
They claimed that voter turnout in Minsk was less than SO 
percent and, therefore, invalid. 

In 1994, the Supreme Soviet overwhelmingly approved 
a new Constitution that called for a strong presidency. That 
same year, voters elected Lukashenka, a 39-year-old non­
party populist who had campaigned on an anticorruption 
platform, as president. In an election that international ob­
servers considered free and fair, Lukashenka took 45 per­
cent of the vote in the first round. His closest challenger 
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was then Prime Minister Vyacheslau Kebich, a pro- Russian 
centrist, who finished the first round with 17 percent of the 
vote. In a nmoft~ Lukashenka defeated Kebich with an over­
whelming 80 percent of the vote. 

Under the 1994 Constitution, Lukashcnka's presiden­
tial term expired on July 20, 1999, and an election should 
have been held before May 20. Opposition members held 
an unofficial election on May 16, and claimed that apprm:i ­
matcly four million voter~, or 53 percent of the electorate, 
participated. Nevertheless, the ballot results were declared 
invalid and the opposition CEC was unable to declare a 
winner because of problems encountered during the voting 
process. Between March and May 1999, the Belarusian 
Helsinki Committee recorded more than 100 cases of per­
secution of persons who had participated in the unotlicial 
election. According to the 1994 Constitution, since a valid 
election was not held after the expiry of Lukashenka 's offi­
cial term in office, the legal head of state is Siamion Sharetsk.i, 
chairman of the disbanded 1994 Supreme Soviet. 

The Belarusian Civic Initiative promoted a challenger 
to Lukashcnka in the September 2001 presidential election 
and created the Election 2001 bloc that united opposition 
groups such as the Bclarusian Helsinki Committee and 
members of the 1994 Supreme Soviet. By I uly 2001, only 4 
out of 25 candidates had collected the legally required sig­
natures to register as candidates. These were Lukashcnka, 
Hancharyk, Syamyon Domash, and Liberal Democratic 
Party (LDPB) leader Syarhcy Haydukcvich. Domash sub­
sequently withdrew from the campaign and gave his sup­
port to Hancharyk. The opposition bloc that backed 
Hancharyk consisted of national democrats and centrists 
from the former state bureaucracy, Russophone liberals, and 
new business interests. 

Official state media and Lukashcnka poured Soviet-style 
scorn upon Hancharyk and the opposition and accused them 
of being "anti-Russian" and "fascist." Hancharyk received 
only a quarter of the media's campaign coverage, and al­
most all of it was negative. In contrast, the official media's 
coverage of the incumbent was positive. 

Several foreigners were accused of espionage or other 
crimes on behalf of the opposition. Robert Fielding, a rep­
resentative of the AFL-CIO, was expelled from the country 
and accused of plotting to overthrow Lukashenka. A Ger­
man citizen, Christoph Lcz, and an Italian citizen, Antonio 
Piu, were arrested as spies and sentenced to seven and four 
years, respectively, in prison. They received pardons after 
the election. Prior to the election, President Lukashenka 
also banned the use of foreign assistance to support elec­
tion campaigns, rallies, seminars, and propaganda. The 
OSCE was unable to organize a full-fledged monitoring 
mission because it was not allowed into Belarus until three 
weeks before the election. State media continually portrayed 
the OSCE as a Trojan horse for the Western-backed oppo­
sition, and Lukashenka accused it of conspiring with the 
opposition to destabilize the country with 14,000 to 18,000 
"militants" disguised as election monitors. 
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The campaign itself was fraught with irrcgularitic'i. rhc 
media in particular were subject to manipulation. When 
official newspapers carried Lukashcnka's campaign mate­
rial, they increased their circulation and distributed copies 
free ofdurge. In contrast, state media censored Hancharyk's 
election materials . When opposition newspaper~ tried to 
publish hi!> campaign platform, authorities fr1rccd them to 
print blank p;iges. Bcltclccom, the state Internet service 
provider, ~hut down their Web sites on election day. 

Authorities also seized issues of opposition newspaper~ 
such as Nnshn. !frnboda. The State Committee on the Pre:-s 
issued warnings to newspapers like S11nbod1tiyc Norosti for 
the "dissemin;ition of false information." Likewise, in an 
attempt to halt the publication of opposition newspapers, 
• lttthorities raided the Magic printing house on SC\·er.11 oc· 
casions, scaled Magic's premises, and froze its bank account 
during a ta;.. inspection. Tax police also seized computers 
from Nnslm SJJnbodn, Bcln.mskiy Usc/Jod, Vohzy Homd, 
NoPnyn Gnzctn SmmlJ011i, Ktttscy11n, and Nnl'od11n_vn. Vt1Zw . 
The KGB threatened the Grodno newspaper Pnlum_vn with 
closure. The oftkc of DC11 was burgled twice and it~ com­
puter disks stolen. 

During the campaign, police raided the offices of the 
following NGOs: Voters' Club, Chartcr-97, Spring (Viasna) 
96, the Union of Belarusian Students (ZBS), the As~ocia­
tion of Journalists, Aslon, Civic Initiatives, Garr, Ratusha, 
Kontur, and Vilcnshina. Several months afrer the election, 
the Ministry of Justice banned the ZBS. According to 
Krystyna Sidun, the head of the ZBS, the organization was 
closed "because most students voted against Lukashenka in 
the presidential elections." Riot police also broke up C;1111 
paign meetings with H.rncharyk in Soligorsk. 

The election it~clf proved open to massive fraud. Au­
thorities encouraged early voting as a way of manipulating 
the vote count in favor of the incumbent, and 14 percent of 
the electorate allegedly voted early. The opposition 
Belarusian Party of Communists (BPC) claimed that au­
thorities had distributed blank voting ballots to ntral coun­
cils. Territorial electoral u>mmissions consisted mainly of 
pro-Lukashenka representatives, and applications to the 
commissions by approximately 600 persons with tics to the 
opposition were rejected. As the OSCE noted in its final 
report on the election, "With only 239 out of some 80,000 
commission members nominated by political parties, the 
Electoral Code clearly failed to ensure a balanced represen­
tation of both pro-governmental and opposition political 
interests in the commissions." 

According to offici.11 election results, President 
Lukashcnka pr<l\'cd victorious in the first round with 
75.65 percent of the vote. Uladzimir Hancl1aryk, the op­
position-backed candidate, received only 15.65 percent. 
Syarhey H.1ydukevich, the leader of the LDPB, received 
only 2.48 percent. However, the official outcome con­
tradicted m.111y public opinion polls, which projected 
public support for Luk.1shenka at only 33-48 percent. 
Hancharyk and the opposition alleged that the first-round 

re!-.ults had been falsified and that the real result was closer 
to 46 percent for Lukashcnka and 40 percent for 
Hancharyk . If accurate, this outcome would have forced 
a ~ccond round of voting-something Lukashcnka wanted 
to .n oid, since it would have presented voters with a clear 
choice between the incumbent .111d the democratic op­
pmition . The Club of Voters, an NGO that monitored 
the election, claimed that up to 25 percent of all votes 
cast for Hancharyk were given to Lukashenka. This pro­
vides further support for Hancharyk's claim that 
Lukashcnka did not win in the first round. 

The OSCE concluded that the election had "funda­
mental tlaws," and the U.S . State Department called it a 
"facade." Only the CIS Intcr-Parliament.1ry Assembly con­
cluded that the election had been free and fair . 

Since 1990, voter turnout at the municipal, provincial, 
.rnd 11.1tional levels ha!> been declining. Although official fig­
ures arc typically high, opposition parties and election ob-
1-crvers challenge them consistently. For example, when 
official turnout for the 1996 referendum on presidential 
powers was reported at 84 percent, opposition parties 
claimed that the figure had been falsified. Voter turnout 
had allegedly surged by 26 percent in the last four hours of 
polling. Viktor Gonchar, the head of the election commis­
sion until just before the refrrendum, called the figure "sim­
ply fantastic." Similarly, official turnout in the October 2000 
parliamentary elections was 60 percent, but the opposition 
claimed that the true figure was closer to 45 percent. 

According to official figures, voter turnout for the Sep­
tember 2001 presidential election was 84 percent. The 
united opposition disputed these results and claimed instead 
that the elections should have gone to a second round be­
tween Lukashcnka .111d Uladzimir Hancharyk. In its final 
report, the OSCE Office tor Democratic Institutions and 
Human Rights confirmed that the elections failed to meet 
COE and OSCE standards for democratic elections. Since 
the election, the OSCE has c1iticized the purges and arrests 
of managers and state officials who backed Hancharyk. Even 
the chairman of the Russian Central Election Commission 
concluded that the elections had complied with only some 
international election standards. 

Section I, Article 5, of the Constitution states that "po­
litical parties and other public a~soci.nions acting within the 
framework of the Constitution and laws of the Republic of 
Belarus shall contribute toward ascertaining and expressing 
the political will of the citizens and participate in elections." 
Section I I, Article 36, enshrines "freedom of association." 
However, the Constitution also states that parties can be 
banned if they aim to change the government by force or to 

propagate war or ethnic hatred. 
Opposition parties face numerous restrictions and regu­

lar harassment in Belarus. In recent years, authorities have 
raided the headquarter~ of numerous opposition parties, 
smpendcd or seized their publications, and arrested and 
detained their leaders. Some opposition leaders have even 
been forced to seek asylum in the West. 



One notable c1se of harassment is that involving fcmm:r 
P1ime Minister Mikhail Chyhir. In November 1999, authori­
ties released Chyhir after he scrwd eight months in prison 
on embezzlement charges. In May 2000, though, a Minsk 
court convicted him on new charges of abuse of power, gave 
him a three-year suspended sentence, and tined him 5220,000. 
Although the conviction deprived Chyhir the right to hold 
otlice for live years, he was allowed to register as a candidate 
in the 2000 parliamentary elections. Chyhir's son, Alyaksandr, 
went to trial in December 200 l for car theft. However, he 
claims that prosecutors have trumped up the charges in or­
der to apply political pressure on his father. 

As of December 2000, there were 18 registered political 
parties in Bclaru!i. Of these, only l 0 or 12 ti.J1Ktion at the 
oblast and raion levels. Bclarusian parties arc divided into 
two camps: pro· Lukashenka and anti-Lukashenka. Pro­
Lukashcnka parties share similar ideological programs that 
combine dislike of economic reform, support for an authori­
tarian regime, disinterest in reviving the Belarusian language 
and culture, hostility toward the West and NATO, and strong 
support for a union with Russia and a revived Soviet Union. 
These parties, which form the base of support for the 
Lukashcnka regime, include the Agrarians, the Pat1iotic Party, 
the CPB, the LDPB, and the Party of Labor and Justice. 

The parties in opposition to Lukashcnka have diametri­
cally opposed ideological platforms. They range from na­
tionalist parties that oppose Lukashenka's support for a 
union with Russia and his hostility toward Belarusian inde­
pendence to reformist parties that support economic re­
form and democratization, as well as national revival. The 
former include parties such as the Conservative Christian 
Party ;111d the National Party. The latter include the BPF, 
the Social Sport Party, the United Civic Party ( UCP}, the 
Belarusian Social Democratic Party (Narodnaya Hramada}, 
the Social Democratic Party of Popular Accord, the Peas­
ant Party, the Relarusian Christian-Democratic Party, and 
Hope. Other smaller reformist parties include the Party of 
Common Sense, the Party for Social Justice, the Party of 
Labor, the People's Party "Rebirth," the Green Party, the 
Republican Party, and the National Democratic Party. The 
most influential members of the opposition established the 
Coordinating Council of Democratic Forces in 1999. lt 
consists of the BPF, the Belarusian Social Democratic Party 
(Narodnaya Hramada}, the UCP, the Assembly of NGOs, 
the Congress of Democratic Trade Unions, and Charter-
97. The Belarusian Party of Communists, unlike its rival 
the Communist Party of Belarus, is anti-Lukashenka. 

On January 26, 1999, Lukashenka issued the presiden­
tial decree "On Some Measures to Regulate the Activities 
of Political Parties, Trade Unions, and Other Public Asso­
ciations," which required all political parties to reregister. 
Although the government rercgistered the majority of 
Belarusian parties, some, including the Belarusian Peasant 
Party, the Belarusian Socialist Party and the Christian-Demo­
cratic Choice Party, did not bother to reregister. The gov­
ern mcnt refused to reregister the Belarusian Christian 
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Democratic Union and the Party of Common Sense be­
cause they lacked sufficient membership. The opposition 
BPC was denied registration because the Justice Ministry 
stated that it could not claim in its charter to be a successor 
to the Soviet-era Communist Party. Instead, the authorities 
registered the pro-government and hard-line CPB. 

The proportion of the population belonging to politi­
cal parties is minuscule. Membership figures arc very unre­
liable but suggest that less than l percent of the population 
belongs to a party. In 1999, Belarus's opposition parties 
reported the following levels of membership: BPC, 20,000 
members; Peasant Party, 12,000; Social Sport Party, 7 ,000; 
BPF, 5,000 (reported before its split in 1999-2000); Hope, 
5,000; UCP, 3,000; and Social-Democratic Hramada, 
2,000. The figures for pro-Lukashcnka parties were LDPB, 
18,000 members; Agrarians, 12,000; Patriotic Party, 12,000; 
and CPB, 7,000. Several pro-Lukashenka parties reported 
tcwer than 3,000 members each. 

The representation of women in Belarusian politics has 
declined since the abolition of the Soviet quota system. Only 
13 women were elected to the Supreme Soviet in 1990 and 
only 9 women in 1995. Only 5 women joined the lower 
house of the new Parliament in 1996; 19 joined the upper 
house (thus accounting for 30.l percent of the total num­
ber of deputies) . In the current government, only l of the 
27 ministers is a woman. Likewise, there are no female chairs 
oflocal authority councils. 

Although women do exceptionally well in higher edu­
cation, they are looked over for higher-paid and more influ­
ential professional positions. As a result, they represent a 
smaller percent of business executives, politicians, govern­
ment officials, and members of the media. Women account 
for 20-50 percent of membership in political parties. 

1997 
5.25 

1998 
5.75 

Civil Society 

1999-2000 
6.00 

2001 
6.50 

2002 
6.25 

Belarus's state-controlled economy and its authoritarian 
political system have worked against the development of 
private philanthropic institutions and have made citizens 
wary of joining NGOs. As of January 2000, there were 8 
confederations of associations, 153 international NGOs, and 
709 national NG Os registered with the Ministry ofJ ustice. 
There were also 955 local NGOs. Many of these groups 
maintain close ties to the government. 

International organizations have criticized the Bclarusian 
government's lack of tolerance for NGOs. Local NGOs face 
serious political and bureaucratic obstacles to registration and 
find it difficult to carry out their activities. The Law on Pub­
lic Associations, which was adopted in 1994 and amended in 
1995, regulates NGO activities. Since the law does not dis­
tinguish between for-profit and nonprofit NGOs, the latter 
do not receive any tax privileges. The government taxes in-
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tcrnational hum.mitarian aid, and private businesses cannot 
write off donations to NGOs. There arc no specitk regula­
tions on interest-group participation in politics. Article 40 
of the Constitmion protects freedom of Jsscmbly and the 
right to petition the government and state bodies. 

Public demonstr.uion-; remain the main vehicle for ex­
pressing opposition to government policies. However, gov­
ernment restrictions have forced organiLcrs to hold 
demonstrations on the outskirts of cities, to reduce the num­
ber of participants, and to prohibit the di~play of unregis­
tered flags, symbols, and placards that "threaten the state." 
Authorities have also tried to deter protests by imposing 
heavy tines on demonstration organizers and by subjecting 
them to administrative am:st. They h.1vc also used violence 
to break up unsanctioned meetings and marches. In Febru­
ary 2000, an undercm•cr police officer detailed in the inde­
pendent newspaper Narod11a_ya Vi1~va how police arc 
required to mingle with demonstrators, incite clashes, and 
provoke ambushes by riot police. 

The majority of Belarus's NGOs are based in large ur­
ban centers. Mure than 50 percent arc concentrated in the 
capital, Minsk. These include educational, women's, cul­
tural, environmental, youth, religious, media, and business 
groups, and their total membership is estimated at approxi­
mately l 00,000 people. However, according to some unof­
ficial calculations, the number of opposition-minded 
individuals who arc truly active in civil society hardy ex­
ceeds 20,000 nationwide. These include educational, 
women's, cultural, environmental, youth, religious, media, 
and business groups. Some of the largest and most wcll­
known NGOs arc the Congress of Military Officers, the 
PEN Center, the F. Skaryna Language Association, the In­
ternational Discussion Club, and the International Foun­
dation for the Humanities. Most NGOs lack experience, 
skills, funds, staff, and overall organization. 

Belarus's 23 women's NGOs engage in advocacy work 
related to employment, participation in political decision 
making, violence against women, and legal rights. Some of 
the most prominent women's groups arc the Belarusian 
Union ofWomcn, the Independent Democratic Movement 
of Women, the All-Belarusian Women's League, the Asso­
ciation of Young Christian Women, the Women's Dis­
cussion Club, and the Belarusian Association of Women­
Lawyers. There is also one opposition women's political 
party, the Women's Party Nadezhda (Hope). Women's 
groups repre~ent only a minority of the NGOs in the As­
sembly of Democratic N<.:iOs in Belarus. 

The fact that the number of youth NGOs and youth 
wings of political parties is growing in Belarus is a reflection 
of the radicalization of young people living under the 
Lukashenka regime. These groups include the Youth Infor­
mation Center, the Belarusian National Scout Association, 
the Belarusian Sn1dent Association, the Youth Democratic 
Initiative, and the Youth Union. Groups with links to po­
litical parties, including the Leninist Young Communist 
League, Mlady Front (the youth wing of the RPF), Malada 

Hrnmada (the youth wing of the Social-Democratic 
Hramada), UCP Youth (the youth wing of the United Civic 
Party), and the student movement Zubr, espouse views that 
range across the political spectrum. 

The Bclarusian Patriotic Youth Union and the Repub­
lican Pioneer Organization arc among the pro-Lukashcnka 
youth groups that receive fonding from the !.tate. These 
two groups are similar to the Soviet-era Pioneer and 
Komsomol youth organizations, and their creation in 1997-
1998 helped mark the country's return to a Soviet-style 
orientation. The antiregimc Union of Belarusian Students 
was banned in December 2001 . 

Some NGOs provide independent legal Jssistance, dc­
tend human rights, and collect information on human rights 
abuses. These include the Association for Legal Assistance 
to the Population, the Center for Legal Protection, the 
League fix Human Rights, the Association of Journalists, 
the Association of Prisoners of the Lukashenka Regime, the 
Center for Legal Protection of the Media, the foundation 
for Legal Cooperation, the Helsinki Committee, the Hu­
man Rights Association, the Center for Human Rights, the 
Civil Society Center, Chartcr-97, the Mo\'cmcnt for Free 
and Democratic Elections, and the local office of Pro Media 
(a program sponsored by the Washington-based Interna­
tional Research and Exchanges Board). The League for the 
Freedom of Sexual Minorities is a forum for gay and lesbian 
rights activists. Belarus has a few public policy research in­
stitutes, but they have no influence on the policy process. 

In recent years, the state's treatment ofNGOs has wors­
ened. Refusals of, or delays in, registration, intimidation 
and repression of NGO leaders, refusals to rent office space, 
and slander campaigns in the state media arc common oc­
currences. In 1999, the president issued a decree that re­
quired all NGOs to rcregistcr. The pro-regime officials who 
led the registration followed a new civic code that contained 
20 reasons why Jn NGO might be denied registration, in­
cluding its nonrecognition under the 1996 Constitution. 
Many NGOs did not even try to rercgistcr because they 
assumed the state would refuse their application anyway. 

In 1999, any activity on behalf of an unregistered NGO 
was made punishable by law. ln addition, new regulations 
prohibited private organizations from using private residen­
cies as their legal address. Since the state also controls the 
use of public office space, this policy essentially denied many 
NGOs a place to work. Unregistered NGOs arc subject to 
severe administrative and criminal penalties. 

Government intimidation has forced many international 
philanthropic organizations such as the Soros Foundation 
to dose their operations in Belarus. Prior to the 2001 presi­
dential election, the president issued a decree, "On Certain 
Measures of Regulation of the Procedure of Receipt and 
Use of Foreign Charitable Aid," which restricted the ability 
of NGOs to use foreign assistance for many activities, in­
cluding election monitoring. 

Despite all of these limitations, the role ofNGOs in the 
200 I presidential elections provided a glimmer of hope for 



the future of Bclarusian civil society. That is, even though 
Belarusian civil society is still weak overall, large numbers of 
citizens worked together to educate voters about their con­
stitutional rights and alternatives to the current regime. 
Throughout the country, small groups led programs to en­
courage high voter turnout, especially among the country's 
younger generation. One coalition of NGOs called "Civic 
Initiative-Independent Ob!>ervation" mobilized more than 
10,000 domestic observers. In a preliminary election re­
port, the OSCE noted that "civil society in Belarus showed 
encouraging Jnd significant signs of substantive engagement 
by citizens on democracy issues." 

Larger NGOs, particularly groups that work with West· 
ern institutions or have !>everal years of experience, issue 
publications and have leadership structures with full-time 
and volunteer staff. Both local organizations and Western 
institutions have backed NGO development programs, in­
cluding the creation of the Belarusian Association of Re­
source Centers, a network of 25 regional NGO resource 
centers. They have also made information on management 
issues available in the native language. Some NGOs, includ· 
ing the United Belarus Way, the Centre Supolnosc, the L. 
Sapieha Foundation, and the American group Counterpart 
Alliance for Partnership, have developed core groups of 
experienced trainers who serve as consultants to other 
NGOs. Nevertheless, the bulk of NGOs remain inexperi· 
enced, inadequately staffed, and unorganized. 

Belarusian NGOs receive financing from three major 
sources: voluntary tees from NGO members, foreign NGOs 
that target resources to specific projects, and international 
organizations that provide technical support and professional 
services. The majority ofassistance comes from Western gov­
ernments and organizations. Financial sustainability is diffi­
cult to achieve because NGOs do not know how to apply for 
foreign grants, domestic funds are limited, and their leaders 
simply lack experience. Government authrnities often harass 
NGOs with financial audits and tax collections. 

In August 1995, the independent Free Trade Union of 
Belarus, the Minsk Metro Union, and the Railroad and 
Transport Facilities Workers' Union were banned-a move 
that led to a transport workers strike. Several strike leaders 
were arrested and sentenced to brief terms of forced labor. 
In 1997, under international pressure, the government re­
registered the Free Trade Union of Belarus and registered 
the new Congress of Democratic Trade Unions. 

More than 25,000 workers belong to independent trade 
unions. In contrast, the FTUB, the successor to the official 
Soviet-era trade union, claims 5 million members, or nearly 
95 percent of the workforce. Workers are discouraged from 
joining independent trade unions. The practice of forcing 
workers to join the FTUB ended when the organization 
joined the anti-Lukashenka opposition in 2000. 

In May 2001, when the FTUB established a coordinat­
ing body that would represent the organization's 600,000 
members in Minsk, the authorities failed to impose their 
candidate as the head of the new body. Other labor activity 
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in 2001 included a nationwide strike by the Free Trade 
Union of Entrepreneurs against excessive taxation and gov­
ernment pressure on small businesses. The independent 
Trade Union of the Armed Forces complained late in the 
year about the miserable socioeconomic conditions in which 
conscripts and officers live. 

Although 20 percent of Belarus's workforce is employed 
in collectivized agriculture, tew workers belong to the Union 
of Cooperatives. A small number of NGOs, including the 
Union of Entrepreneurs and Lease Holders and the 
Belarusian Association of Journalists (BAJ), represent the 
private sector. In addition to parties and NGOs, the state 
forced independent trade unions to reregister in 1999. This 
process was complicated, though, by the fact that a union 
either had to prove the existence of members in every re­
gion of the country or had to account for at least 10 per­
cent of the workforce in one enterprise. 

In April 2001, the International Labor Organization 
demanded that Belarusian authorities improve labor leg­
islation, halt violations of trade union rights, and follow 
ILO recommendations. The ILO accused the authorities 
of orchestrating a smear campaign in the state media, sack­
ing trade union leaders critical of the regime, and deny­
ing registration to independent trade unions. Earlier in 
the year, for example, when workers organized strikes over 
unpaid wages, the state media launched a smear campaign 
against the FTUB and its leader, Uladzimir Hancharyk. 
The state's campaign against the FTUB intensified when 
Hancharyk announced his intention to run in the 2001 
presiden rial election. 

1997 
6.25 

Independent Media 
1998 
6.50 

1999-2000 
6.75 

2001 
6.75 

2002 
6.75 

"The only journalist who can have poor relations with me is 
one who, if you will pardon the expression, is abnormal," 
Lukashenka told Rossiyslmya Gazcta on May 23, 1998. That 
is, although Belarus's Constitution enshrines freedom of ex­
pression, access to information, and a free press, President 
Lukashenka tolerates little criticism of his regime. Over the 
years, he has placed increasing restrictions on the media. 

In 1997, the Chamber of Representatives passed the 
law "On Amendments and Corrections to the Law on Press 
and Other Means of Media," which prohibited defamation 
of the president, senior government officials, and other in­
dividuals in the ruling elite. The law, which took effect in 
January 1998, also allowed the State Committee on the 
Press to suspend a publication for one year without a court 
ruling and banned imported publications that allegedly "do 
harm to the political and economic interests of the Repub­
lic of Belarus." The Belarusian Association of Journalists 
believes that a new draft law, which was submitted to Par­
liament in November 2001, would erode freedom of the 



102 • BEi ARUS 

press even farther. If approved, the 1,1\\' \\mild ban any men­
tion of unregistered parties and NGOs in the media, sim­
plify procedures fix the state to close newspapers, and 
prohibit media outlets from receiving assistance from abroad. 

Go\'crnmcnt authorities have increasingly used the t.lx 
police to impo!>c restrictions on independent publications. 
In J anu.1ry 200 I, tax police raided the Magic publishing 
house and confiscated its printmg equipment. In August, 
they raided f\1.lgie again. Magic print!> many independent 
newspaper!>, including Nnn1d11nya Volyn, Rabochy, 
Bel01·mslwyn DeloPn_vn Gnzcta, and others. 

During the presidential election campaign of 200 I, 
government authorities increased their harassment of inde­
pendent media because they supported the opposition. In 
July, for example, when police raided the offices of Voluy 
Homd, a newspaper in Krychau that backed opposition c.111-
didatc Syamyon Domash, they arrested three journalists and 
confiscated computers and publications. Police also confis­
cated six computers from Nnrod11aya Vo~i•a; 40,000 rnpies 
of Rabochy, which published allegations of corruption against 
President Lukashcnka; and 400,000 copies of Nnsha 
SJ1aboda, which had devoted an entire issue to opposition 
candidate Uladzimir Hancharyk. 

Following the election, the Minsk regional committee 
launched a libel case against losif Syaredzich, the editor of 
Narodnayn Vt1~va, for publishing allegations that the com­
mittee head had irn.tructed village-level committees to fal­
sify the outcome. Other newspapers came under fire fi.)r 
supporting Hancharyk ( B1-ctskii Kum·) or for publishing 
materials that linked Lukashenka to a death squad ( Pnho11yn 
and NaJ1i11;1). In addition, the tax police filed a request to 
close Bclamsknyn Mnlndzyozlmnyn. The charge? failure to 
occupy offices at that paper's registered address. 

In July I 997, the Council of Ministers introduced strict 
regulations that have forced foreign correspondents in Belarus 
to censor their reporting and thereby have prevented them 
from filing articles that arc critical of conditions in the coun­
try. Foreign correspondents arc held personally liable for c1iti­
cal remarks they make about officials in the regime. Since 
March 1998, state officials have been prevented from shar­
ing official information with independent publications and 
from placing advcrnscmcnts in them. The intcntjon is to deny 
the independent media access to information and finances. 

In February 2000, six of the country's largest indepen­
dent publications-Nm·od11nyn Volyn, Bclomsslwyn Dclovaya 
Gnzctn, Bclorusslmyn Gnzi:tn, SPobod11iyc No11osti, Belorusskiy 
Rynoll, and Kmnsomolslwyn Prm•dn JI Bclon1ssii-sent an 
open letter to Prime Minister Uladzimir Yarmoshyn demand­
ing an end to discrimination against nonstate publications. 
They noted th.1t although the state postal service had raised 
the distribution rates for independent publications by 400-
600 percent, it h.1d offered subsidies to state media. This 
letter was followed by a demonstration in Minsk at which 
participants demanded "equal economic conditions for state 
and independent media" and acces~ to official information. 

In 2000, the State Committee on the Press issued a 

warning to the cultural mag.17ine A1·c/Jc about the unautho­
rized alteration of its title and its distribution abroad. Un­
der Belarusian law, two warnings in a year arc sufficient 
grounds to ~hut down a publication. In addition, the state 
distributor, Belkniga, rcfosed to distribute an issue of A1·che 
that was devoted to Jewish culture. The state-run House of 
the Press halted printing of it~ subsequent edition. The same 
year, the State Committee on the Press issued a warning to 
the independent newspaper Nnslm Nil'll for "fomenting 
interethnic enmity" when it publi!>hed material that was criti­
cal of the Russian military intervention in Chechnya. 

Nearly half of the Belaru~ian press is independent. 
However, the independent press ;Kcounts for only l 0-15 
percent of the official circulation of printed media and gen­
erally consists of local publications that are devoted to en­
tertainment and socioeconomic isM1es. It is largely devoid 
of political commentary. 

Belarus has only I 0 independent newspapers, l inde­
pendent news agency, and a kw local newspapers that pro­
vide untCttcn:d political comment. The state controls and 
provides subsidies to a number of large publications, in­
cluding SoPictsknyn Bclo1'1tssiyn, Z1~l'rtzdn, Nn1'tld11nya Gnzctn, 
Rcsp11blilm, and Z11a111in Ytmosti. It reports that SoPictslmyn 
Bclo1'1tssiyn enjoys a weekly circul.ltion of 331,000, the larg­
est in the country. 

Official publications receive state subsidies for paper, 
printing, and distribution. Publishing costs are much higher 
for independent media, and high cover prices dissuade many 
readers. The state has also utilized high taxes and heavy 
fines to try to close down independent publications. 

State media promote government policies and attack the 
opposition. Lukashenka, for example, has told the State 
Broadcasting Company (SBC) that he would like it to act as 
a conduit for state ideolOb')" He has also promised that he 
will never allm\ p1ivatc and wealthy individuals to launch their 
own television and radio stations. Mikhail Padhajny, the head 
of the State Committee on the Press, has denied that the 
country's independent media .1re censored and suppressed. 

In July 2000, only three months before parliamentary 
elections, Viktar Chykin, the head of the pro-regime CPB, 
became the new SBC chairman. In his capacity as the deputy 
mayor of Minsk, Chykin had earned a reputation for re­
stricting opposition rallies and organizing media campaigns 
that denounced the opposition as "fascists." During the 
parliamentary campaign, Lukashcnka also ordered the cre­
ation of a new information agency that "should be abso­
lutely state-run." 

Since March I 997, print, .rndio, and video materials 
have been restricted frir importation into Belarus. Likewise, 
Belarus's postal service is not allowed to deliver opposition 
publications that have been banned in Belarus but arc now 
printed in Lithuania. Bclarusian border guards have been 
told to confiscate them. In general, the government uses its 
control of the distribution system ;md the only newspaper 
printing facility in Minsk to block the circulation of inde­
pendent print media. 



The Ministry of Information has licensed more than 
40 radio and 165 television entities, the l.1rgest of which arc 
controlled by the State Committee on Television and Ra­
dio. Although Belarusian cclevis1on and rJdio -;uffi.:rs from 
Russian competition, the sta tc ha~ suspended some Russian 
broadl.'.asts f(.>r their aitii:al reports on the Lukashenka re­
gime. Some independent radio and television stations do 
exist. Acl.'.ording to the U .S. Department of State, though, 
"[a ]II nationally available radio and television broadcasts 
originating in the l.'.ountry arc government-owned.'' The 
Bclarusian service of Radio Liberty continues to provide 
independent coverage of events in Belarus, and in August 
2001 it doubled its daily broadcast from four to eight hours. 
Radio Racja, an independent radio station that was shut 
down in 1996, now broadcasts from Lithuania and Poland 
on shortwave. 

There are two major journalistic associations in 
Belarus. The first, the Belarusian Association of Journal­
ists, is an independent group that unites more than 750 
members throughout Belarus. BAJ is a member of the In­
ternational Federation of Journalists. The second, the state­
controlled Bclarusian Union of Journalists, has 2,000 
members. Other NGOs that support the independent 
media include the Belarusian PEN Center, the Law Cen­
ter for Media Protection, the Association of Bclarusian 
Editors and Publishers, and the Association of Regional 
Press. Freedom House's Ammnl SttrPC_'V of Press Freedom 
rated Belarus "Partly Free" from 1992 to 1993 and "Not 
Free" from 1994 to 2001. 

Governance and Public Administration 
1997 1998 1999-2000 2001 2002 
6.00 6.25 6.25 6.25 6.50 

Belarus's bicameral Parliament is completely subservient to 
the executive, which rules by decree. It holds no real power 
but, rather, performs the same role of rubber stamp au­
thority as the former Soviet-era Supreme Soviet. The Cham­
ber of Representatives, Parliament's 110-member lower 
house, originally consisted offormer Supreme Soviet depu­
ties who were loyal to the regime. The Council of the Re­
public, the 64-member upper house, is made up of 8 
presiden rial appointees and 8 deputies from each of the 
country's six oblasts and the city of Minsk. Local councils 
elect the body's remaining members. The manner in which 
scats in the upper house are filled guarantees that all 64 
members are pro-presidential supporters. Women account 
for one-eighth of the deputies in the upper house but less 
than 10 percent of deputies in the lower house. 

Local councils are elected for four-year terms and work 
alongside presidential prefects whom the executive ap­
points. The executive also nominates chairpersons of local 
councils. According to the 1996 Constitution, the juris­
diction oflocal councils includes local budgets, local taxes, 
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socioeconomic development, and the disposal of cornmu­
nal property. In reality, though, these councils fonctio11 
just as they did in the Soviet era. They h;we fai led to re­
form the municipal S}'Stcm and to st.ivc off centralization . 
A September 1997 presidential decree that banned civil 
servants from undertaking activities outside their tormal 
duties was intended to prevent corrupt practices . 

RULE OF LAW 
Constitutional, Legislative, and 

Judicial Framework 
1997 1998 1999-2000 2001 
6.00 6.25 6.50 6 75 

2002 
6.75 

The now disbanded Supreme Soviet adopted Belarus's first 
post-Soviet Constitution on March 15, 1994. Two yea.rs 
later, a highly controversial refi:rendum resulted in amend­
ments to and the creation of a presidential autocracy. The 
amendments expanded the pre~idential term in office from 
five to seven years and gave the executive power to annul 
local council decisions, set election dates, and dissoh'e Par­
liament. The president also appoints judges, including half 
of the members of the Constitutional Court and one -third 
of the deputies in the upper house of Parliament. The Con­
stitutional Court ruled that the 1996 referendum was un­
constitutional, but Lukashenka ignored the mling and filled 
the Court with pro-executive loyalists. Since 1997, the 
Constitutional Court has had no right to exam.inc presi­
dential decrees or edicts. 

Since 1996, Lukashenka has ruled by presidential fiat. 
Between 1997 and 2001, he issued more than 200 de­
crees and edicts. The amended Constitution's provisions 
on human rights resemble the same freedoms that Soviet 
citizens enjoyed in name but not in practice. Likewise, 
under Article 23, the state may restrict these rights in the 
interests of"national security." The executive, o fcourse, 
defines the threat. 

The Constitution also has numerous internal contra­
dictions that deliberately create a sense of vagueness in 
the rule oflaw and there by allow the courts and security 
forces to use selected articles against the opposition. The 
presence of the OSCE Advisory and Monitoring Group 
in Belarus since 1998 has not led to improvements in 
Belarus's human rights record. Relations between the 
OSCE and Lukashenka are tense, particularly during elec­
tion campaigns. 

Constitutional and legislative guarantees for minority 
rights are used only to protect the status of Russians and 
the Russian language in Belarus. Under Lukashenka the 
Belarusian language, national churches, and Bclarusian cul· 
ture have been progressively downgraded in th e media, 
among state officials, and in education. In February 200 I, 
for example, when Lukashenka addressed a conference of 
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the cultural and creative unions , he ad\'ised members of the 
audience to "defend the cultural heritage and spiritual wealth 
of the entire Slavic civilization" from Americanization. 

Police have arrested members of the opposition for car­
rying the banned white-red-white national flag, which they 
wave instead of the official Soviet-style flag. Relarusian au­
thorities have also incited and encouraged anti-SemitJC and 
anti -Catholic sentiments in ways that resemble the 
"antination.ilist" propaganda campaigns of the Soviet era. 
Government officials and the media have even accused the 
opposition of displaying "fascist" tendencies. In Minsk there 
is no longer a single Belarusian -language school. 

The 2002 government budget allocates state fonding 
only for the Bel.lrusian Orthodox Church, which represents 
the Belarusian exarchate of the Rus!>i.in Orthodox Church 
and supports Pre~ident Lukashenka's pan-Eastern Slavic 
ideology and foreign orientation . In 2002, Parliament will 
consider amendments to laws on education and religion that 
would expand the role of the Relarusian Orthodox Church 
in the "spiritual-patriotic education of younger generations." 
Opposition groups, particularly national democrats, tend 
to favor the Greek Catholic and Autocephalous Churches, 
which are more pro-Western in their orientation . These two 
churches and the Roman Catholic Church arc subject to 
various forms of discrimination . Religious groups do not 
play a role in NGO and charitable activity. 

The 1991 criminal code was amended in May 1994 to 
prohibit "dangerous crimes against the state," defamation 
of the president, and plots to seize power by violent means 
or through the overthrow of the state. A 1997 decree in­
troduced additional measures against "terrorism." The 
Bdarusian Helsinki Committee and the Bdarusian League 
for Human Rights have documented the government's use 
of these provisions against the opposition to justit)r beat­
ings, torture, administrative imprisonments, denials of medi­
cal care, heavy fines, and psychological duress. At times, 
opposition activists have been detained up to two years while 
their cases were being considered . A draft law on combat­
ing terrorism, which was submitted to Parliament in No­
vember 200 I, may envision further restrictions on freedom 
of assembly. 

Although Belarus introduced new criminal codes in 
January 2001, these provisions do not radically alter the 
law. Investigative bodies arc still under the control of the 
Ministry of Interior, the State Prosecution Service, and the 
KGB, and the executive still determines judicial appoint­
ments, dismissals, salaries, and housing. As the result, 
Belarus's judiciary remains neither independent nor impar­
tial, particularly when dealing with the opposition. 

Since 1997, the Ministry of Justice has overseen the 
licensing of all lawyers. This practice has led to a decline in 
private legal practice . Lawyers who have assisted the op­
position or come into personal conflict with the president 
have had their licenses revoked. Public defenders arc usu­
ally afraid to act as impartial defenders or even to partici­
pate in court proceedings. 

Corruption 
~~~~~~~~~-

l 999 -2000 2001 2002 
5 25 5.25 5.25 

Belarus's Soviet-style regime and illiberal economy ha\ e 
shielded the country from the high levels of corruption that 
c:..ist elsewhere in the region. Nevertheless, petty corrup­
tion is widespread among local customs, border, medical, 
tax, and higher education officials. In a July-August 2001 
poll among owners of small and medium-size businesses, 
for example, the International Finance Corporation found 
that 85 percent of respondents had offered bribes to state 
officials. Of these, 44 percent gave occasional bribes and 41 
percent regular bribes. 

When Lukashenka first ran for president, he campaigned 
on an anticorruption platform. Since his election, though, 
he often has used anticorruption measures to restrict the 
private sector and persecute high-ranking members of the 
opposition . Authorities also use alleged corruption charges 
as a means of deflecting attention from their own acts of 
political repression against individuals who have joined the 
opposition . In June 2001, for example, Yuryy Bandazhcwski, 
the rector ofGomel University, received an eight-year prison 
sentence for alleged corruption. However, authorities 
launched the case against him only after he exposed a state 
cover-up of the radiation effects of the 1986 Chernobyl 
nuclear accident. 

Other individuals who have been arrested on corrup­
tion charges after criticizing the regime include Vasil 
Staravoytav, the head of a food-processing firm; Vasil 
Lyavomov, a former agricultural minister; Tamara Vinnikova, 
a former national bank chairwoman; and Andrey Klimau, a 
successful businessman. Klimau was arrested in 1998 for 
signing an appeal to the Constitutional Court to impeach 
Lukashcnk.i. In March 2000, he was sentenced to six years 
in prison on charges of fraud and misappropriation offunds. 

Belarus's budget process is not transparent, and the 
opposition has accused Lukashenka of running an extra­
budgetary and unconstitutional presidential fund. In addi­
tion, shadow sector economic interests and private 
entrepreneurs who have connections to the presidential 
administration have been known to make donations to funds 
controlled by the executive . Lukashenka often uses private 
funds to finance targeted projects such as pro-regime NGOs. 

Numerous laws, presidential decrees, and government 
resolutions regulate the private business sector; many date 
to the early 1990s. Since the Lukashenka regime is hostile 
to private enterprise, attempts to create private companies 
are usually thwarted by overregulation and resistance from 
civil servants. More than 20 government agencies have the 
power to inspect enterprises at any time, and fines arc a 
common occurrence. Regulations concerning the private 
sector are vague, unpredictable, and ever changing. Charges 
offinancial impropriety and corruption are leveled frequently 
at private entrepreneurs .ind oppositionists, and since the 



executive controls the judiciary, entrepreneurs who h.we 
been wrongly accused of crimes do not receive fair treat­
ment in courts. 

Transparency International did not rank Belarus in its 
2001 Corruption Perceptions Index. Since business inter­
ests in Belarus are few, very little data on public perception 
of corruption is available. In its 2000 index, Transparency 
International gave Belarus a score of4.l (where 10 repre­
sents the least corrupt and 0 the most corrupt) and ranked 
it 43rd out of 90 countries. This ranking was lower than 
Russia's and Ukramc's . 

ECONOMIC LIBERALIZATION 
& SOCIAL INDICATORS 
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The Belarusian economy remains largely in state hands. This 
is a reflection ofLukashenka's support for an authoritarian, 
nco-Soviet state and a command administrative economy. 
Large and centrally controlled industrial enterprises continue 
to dominate the economy. The country's strong links with 
Russia since 1996 and preferential prices on Russian energy 
have encouraged Lukashcnka to avoid economic reforms. 

The state also indirectly controls nonstate joint stock 
enterprises either by acting as a major shareholder or by 
delegating responsibilities to employees who enjoy veto 
rights on enterprise boards. This practice has created op­
portunities for insider trading by corrupt officials who main­
tain close political tics to government authorities and serve 
as directors of joint stock enterprises or loss-making subsi­
dized firms. It has also engendered a corporatist state in 
which promotion and affluence arc dependent on the per­
sonal whim of the leader. 

The Heritage Foundation's most recent IndcxofEco11omic 
Freedom describes Belarus's economy as "repressed" and gives 
the country a world ranking of 146 out of 155 countries. 
Belarus's economic liberalization score in the Heritage survey 
has declined steadily since 1995, when Lukashenka began to 
reintroduce a Soviet-style political and economic regime. The 
country's score was 3.70 in 1995 and 4.25 in 2001. 
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In its 200 I 1hmsitio11 Rcp01·t, the EBRD welcomed 
the recent liberalization of Belarus's foreign exchange mar­
ket and the reduction of some administrative controls. Nev­
ertheless, it remained concerned about the country's high 
inflation rate, its vulnerability to microeconomic instability, 
and government's intention to remain heavily invol\'ed in 
the economy. In general, international financial organiza­
tions remain cautious in their assessment of the new eco­
nomic reform plan that Lukashenka outlined after his 
election victory in September 2001 . In the past, he has bro­
ken pledges to introduce similar policies. 

During the second half of the 1990s, the share of in­
dustry and agriculture in gross domestic product declined 
b}' nearly half, while the service sector share increased by a 
third. A large shadow economy also exists in Belarus, par­
ticularly in the smuggling of goods to and from Russia, 
Poland, and Lithuania. In October 2001, Lukashenka of­
fered a one-year amnesty on declarations of shadow capital 
and capital that has been sent abroad. 

Lukashenka relies on soft credits and monetary emis­
sions to boost production and keep prices low. Three major 
state banks account for 75 percent of all loans. The 
president's distrust of structural reform and private enter­
prise and his support for a state-controlled economy have 
made this policy central to the government's program. Price 
and wage controls-the principal means of controlling in­
flation-have led to further shortages of goods. 

During the period covered by this report, the econo­
mies of Russia and Ukraine began to grow for the first time, 
but Belarus's economy remained in decline. The combined 
debts of the agricultural sector total 1.1 trillion Belarusian 
rubles ($720 million). The number of collective farms that 
operate at a loss continues to grow and now accounts for 
57 percent of the total. Nearly 2,000 other enterprises (or 
17.5 percent of the total) also operate at a loss. Lax mon­
etary expansion has given Belarus the highest inflation rate 
in the CIS: 27.9 percent. 

Poor economic indicators and Russia's unwillingness 
to continue subsidizing the Belarusian economy forced Presi­
dent Lukashenka to pay lip service to moderate economic 
liberalization in fall 2001. Following his reelection, 
Lukashenka told the upper house of Parliament that the 
new government must ensure macroeconomic and finan­
cial stability, reform the state sector, and foster entrepre­
neurship. In addition, the number of government ministries 
was reduced from 44 to 28 to help save costs. 

During the presidential election, Lukashenka prom­
ised to raise the average wage to $100 in 2002-a move 
that would only add to the country's inflationary and bud­
getary pressures. In addition, the IMF warned that if ris­
ing wages were not matched by rising labor productivity, 
the increase in living standards would prove illusory. The 
December 2001 government program sets a target monthly 
wage of $250 by 2005 and anticipates raising monthly 
pensions to 48 percent of this amount. Belarus will also 
feel inflationary pressure if commercial banks follow 
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through on plans to lll<lkl' large loans to thl' country's loss­
making agricultural Sl'l.'.tor. 

After his reelection, Lukashenka promised to "open 
the floodgate~ for the development of transparent and fair 
entrepreneurship." In his estim;tte, nearly two million 
people alread~1 work outside the st.lte sector, and it is on 
this foundation that Belarus'~ private ~ector would be built. 
Lukashenka also promised Belaru~i.111 entrepreneurs that 
they would be given first choice when the state transforms 
its enterprises into joint stock companies. 

At the s·ame time, though, the president declared that 
privatized comp.mies\\ ould not be allowed to lay off em· 
ployees or decn:.1se their wages and that the state would 
111;1intain a controlling ~take in industries in the first ~rage 
of privatization. He .1lso warned that privatization would 
be based on .1 "vcr~· complex mechanism" that would re­
quire the approval (lf employees, m;rnagers, and local au­
thorities. The program that the government unveiled in 
December 200 I indmkd provisions on liberalizing the 
economy, promoting a favorable invt>stment climate, cas­
ing the tax burden, and simplifying licensing regulations. 

These moderan: economic reform measures are aimed 
partly at satisfying the World Bank and the IMF, which has 
not provided assistance to Belarus since Lukashcnka 's con­
solidation of power in 1995. The IMF in particular remains 
wary of the plan. Only months before the plan's announce­
ment, the Belarusian government had failed to carry out a 
six-month IMF-monitored program that was a precondi­
tion for possible renewed lending. This program's key goal 
was to achiew microeconomic stability by tightening mon­
etary policy, increasing foreign exchange reserves, and pro­
viding strict fiscal discipline. Under the program, Belarus 
was also supposed to end its interfi:rence in commercial 
banks, cut subsidies to housing services and transport, and 
raise value-added, excise, .rnd profit taxes. 

At a Nowmber 2001 meeting, newly appointed Prime 
Minister Hen,1dz Navitsky assured the IMF that his gov­
ernment would further liberalize monetary controls, 
tighten tax policy, curb inflation, speed up prict' liberaliza­
tion, remove cross-subsidies, increase privatization, and 
remove obstacles to free trade. The latter requirement is 
aimed at 1-ecuring Belarusian membl.'rship in the World 
Trade Organization. The World Bank has promised to fi­
nance variou~ projects only after thl' government liberal­
izes its monetary and pricing policks. The EBRD's new 
strategy for Belarus takes into account thl' recommenda­
tions of the OSCE and the COE, both of which described 
the 2000 p.1rliamentary and the 2001 presidential elec­
tions as undemocratic. In response, the ERRD has frozen 
public sector projel'.tS until Rclarns shows progress in demo­
cratic reform 

Lukashenka 's plan to make moderate steps toward eco 
nomic liberalization would not touch the agricultural sec· 
tor, which in 2001lost147 billion Bclarusian rubles ($94 
million). According to the president, this sector of the 
economy does not need rcfi.mn-just "improvement." The 

profitabiliry of the agricultural sector declined from 45 per­
cent in 1991 to 12 percent in 1999 and 2.9 percent in 
200 l . Official tigures recorded a year-on-year increase in 
GDP of 4 percent from January to November 200 I, com 
pared to 6 percent in 2000. Indmtri,11 output in 200 l was 
also lower. 

Earlier budgets were based on highly unrealistic as­
sumptions and unachievabk targt>ts of growth and infla­
tion. High inflationary pressures will continue to be fueled 
by a lack of international financial assistance and the print­
ing of money to cover government deficits in .ireas such as 
agriculture, housing construction, and compensation to 
individuals who have lost their savings. In the first half of 
2001, the budget experienced a revenue shortfall of 2 .8 
percent from its target. Tht' State Tax Committee blamed 
this on the increasing number of loss-making enterprises, 
lower than expected growth in agricultural output, and 
VAT exemptions for enterprises that totaled 27.6 billion 
rubles (around $16.5 million). Enterprise arrears to the 
state budget increased to 100 billion rubles (approximately 
$60 million). 

Article 44 of the Constitution and Article 86 of the 
civil code establish the right to property ownership in 
Belarus. They do not, however, apply to land, which citi­
zens and foreigners can only lease. The November 1996 
reforendum effectively outlawed the privatization of land. 
The government has never fully compensated individuals 
for its expropriation of their properties and institutions. 

In 1992 and 1994, the government of Vyacheslau 
Kebich liberalized prices as part of its modest economic 
reform program. Since Lukashenka's accession to power 
in 1994, though, the state has controlled prices more 
tightly. Due to the government's loose monetary policy, 
wages and price controls became the only means of con­
trolling inflation. However, this policy has led to acute 
shortages of foodstuffs and consumer commodities and 
has pushed these itt·ms into the unofficial economy, where 
they cost 3 to 3.5 times more. Likewise, Belarus still has 
the highest inflation rate in the CIS-a factor that has fur­
ther impoverished the population. As p.irt of its modest 
plan for agricultural reform, the government has prom­
ised to free agricultural prices in spring 2002. 

The country's lack of hard currency creates serious 
impediments to trade with non CIS states. Likewise, al­
though Belarus has eliminated most import duties on Rus­
sia goods, duties on goods from other countries still range 
from 5 to 90 percent. ln addition, imported goods have 
to be delivered within 60 days of the date of prepayment; 
exporters must sell 40 percent of their hard-currency earn­
ings to the state; and commercial banks may not issue more 
than $10,000 in prepayment for imported goods. ln July 
2000, Bcl.1rus lost its duty-frt'c access to the U.S. market. 

Prior to independence, 80-90 percent of Belarus's 
trade was with the USSR. Today, 60 percent of its exports 
and 64.3 percent of its imports remain within the CIS. 
Since the early 1990s, when trade turnover collapsed, im-



port gr<)\\ th has outstripped exports and Belarus lus lud 
a growing trade deficit, especially with Russia for energy. 
Trade turnover declined in 1998 and 1999 because of the 
economic crisi~ in Russia. 

Belarus has not restructun:d or privatized its energy 
sector, even though it possesses a large refining capacity 
for oil and g.1s. The country produces only I 0 percent of 
its energy needs and imports the rest from Russia. Owing 
to its plans for .1 close political-military union with Russia, 
Bel.irus p.1ys less than a third of what neighboring Ukraine 
pays. It docs so through a combination of barter deals, 
refinancing, .md government agreements that allow it to 
export ~ubstandard goods. The Russian firms Lukoil and 
Yukos also have a controlling stake in large Bclarusian re­
fineries such as the joint stock company Naft:an. 

Late in 2000, Russia agreed to construct a new energy 
pipeline that would go through Belarus and bypass Ukraine. 
Belarus would earn nearly $1 billion annually in transit tees. 
If this plan goes forward, in the face of opposition from 
Poland but with support from Western Europe and the EU, 
Belarus could earn enough from transit tees to oftSct the 
cost of its annual imports of Russian energy. 

Belarus's labor force numbered 4.3 million in 1999, 
with women making up 51.4 percent of this number. The 
highest rates of employment for women arc in communi­
cations, trade and public catering, health care, education, 
culture, finances, credit, and insurance. Tens of thousands 
of women sufter violence each year, according to the 
Women's Education and Consulting Center. However, 
most women do not report this violence to the police. 

Women arc unable to find employment that comple­
ments their achievements in higher education. State fund­
ing for sectors in which women arc employed is lower, 
and the positions women hold enjoy lower social status 
and salaries than the positions men hold. Women's wages 
are, on average, two-thirds of men's. Likewise, women 
suffer from higher rates of poverty. 

Unemployment figures are very low but do not re­
flect high hidden unemployment in industry .ind agricul­
ture. Unemployment is higher among women than men. 
In December 2001, authorities jailed two women for 10 
days and fined two others $950 each when they picketed 
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Lukashcnka 's residence ro protest unfair distribution of 
housing. The women had also just lost their jobs. 

Pensioners .1ccount for a large pnccntagc of the popu­
lation and arc Lukashcnk.1 '~ bedrock of support. There 
.uc few problems with pension arrears, unlike in Russia or 
until recently m Ukr.1inc, and the v.tluc of pensions has 
been maintained. Wage arrears arc also low. A poll con­
ducted in 2001 by the Ministry of Economy found that 
half of Belarusians could not make ends meet; 59 percent 
of respondents said their st.indards of living had declined 
during the year. Per capita consumption of st.1ple foods 
tell by more than one-third during the 1990s. 

Education makes up 15-20 percent of the st.He bud­
get. Primary .111d secondary education is compulsory and 
free of charge for children between the ages of 6 and I 7. 
Education largely took place in the Russian language until 
1990, when the number of Belarusian-languagc schools 
began to grow. Under Lukashenka, however, the situa­
tion has reverted to the Soviet-era policy and Belarusian 
has gradually been squeezed out of secondary schools. The 
Russian language completely dominates higher education. 

Although health spending as a proportion of the bud­
get is also around 15 percent, this has not prevented a 
decline in the provision of health care. Health care expen­
ditures equal 5.1 percent of the GDP-higher than that in 
Ukraine but similar to that in Poland. Since 1990, all ma­
jor health indicators have worsened. Lite expectancy, for 
example, has declined among men because of high rates of 
alcoholism. Infant mortality has risen. According to the 
Hu11ui11 DcJ1clop111c11t Rcp01·t 2001, lite expectancy .lt birth 
in Belarus has declined from 71.5 years for the period 
1970-1975 to 68.5 years for the period 1995-2000. Like­
wise, for the period 1995-2000, the probability of surviv­
ing to age 65 was 80 percent for women but only 51.3 
percent for men. Although the estimated birth rate was 
only 9. 7 per 1,000 population in 1999, the infant mortal­
ity rate was 23 per I ,000 live births. 

Taras Kuzio is 111·cscm·ch associate at the Ce11tcrjin· R11ssia11 
1111d East E111'0pea11 Studies at the U11iJ1e1·sity ofTonmto. He is 
t/Jc authtn:, most 1·cec11tly, of Ukraine: Perestroika to Inde­
pendence (Mac111illa11, 2000). 
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Polity: International protectorate 

Economy: Mixed statist (transitional) 

Population: 3,400,000 

GNI per capita at PPP$ (2000): na 

Capital: Sarajevo 

Ethnic Groups: Serb (31 percent), Bozniak (44 percent), 

Croat (17 percent), other (8 percent) 

Size of private sector as% of GDP (mid-2001): 40 

The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. The opinions expressed in this report arc those 
of the author. 

-lt-lt and 1'1' indicate score changes of .25 or more. -lt and 1' 
indicate changes oflcss than .25 . 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization na 5.35 1' 5.13 1' 4.94 1'1' 4.56 

Rule of Law na na 6.00 1'1' 5.63 1'1' 5.38 
Economic Liberalization na 5.67 1' 5.58 1' 5.50 1' 5.33 

KEY ANN UAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 444.5 668.5 815.0 992.6 1,054.4 1,012.3 1,070.2 

Real GDP growth(% change) 20.8 86.0 37.0 10.0 10.0 5.0 5.0 
Inflation rate (Federation/RS) -4.4/12.9 -24.5/16.9 14.0/-7.3 5.1/2.0 -0.3/14.0 1.9/14.7 3.3/11 .0 

Exports ( $ millions) 152.0 336.0 575.0 697.0 649.0 732.0 877.0 
Imports ( $ mill ions) 1,082.0 1,882.0 2,333.0 2,656.0 2,502.0 2,348.0 2,485.0 

Foreign Direct Investment($ millions) 0.0 0.0 0.0 100 0 90.0 150.0 164.0 
Unemployment rate na na 37.0 38.0 40.0 40.1 na 

Life Expectancy (years) 72.7 na 73.0 na 73.0 73.3 68.0 



INTRODUCTION 

The year~ 2000 and 2001 brought major clunge to 
the countries of the former federal Republic of Yu­
goslavia, including the end of a decade of authori­

tarian n.ltionalist rule in Croatia and Yugoslavia. In Bosnia, 
the nationalist parties that have domin.1ted governml'nt for 
more tlun J decade remained the biggest political group­
ings but were considerably weakened by local and general 
elections in 2000. As a result of the elections, governments 
changed at most levels and a loose coalition of moderate 
parties came to power. This coalition governs Bosnia with 
strong backing from the international community, the main 
power broker in the country. 

The shift toward non-nationalist parties, however, was 
only partial. As the European Stability Initiative noted in a 
recent report, the selection of both nationalist and moder­
ate parties mirrored the results of Bosnia's first dection in 
November 1990, suggesting a lack of political transforma­
tion in the country despite a decade of war and sociopolitical 
crisis. ln addition, despite the new government's success in 
increasing refugee returns to areas where they form an eth­
nic minority, its attempts to reduce widespread corruption, 
• md its initiation oflong-delayed economic retorm, Bosnia 
remains a deeply divided country in which the danger of 
political setbacks is real. 

Throughout 2001, political extremists sought to un­
dermine Bosnia's tentative steps toward a more integrated 
state. In March, the Croatian Democratic Union (HDZ), 
the dominant Croat party that maintains close links to the 
former Tudjman regime in Croatia, lefi: Bosnian institu­
tions and sought to set up a system of Croat self-govern­
ment in Herzegovina. Ostensibly triggered by new election 
rules that they believed put Croats at a disadvantage, the 
party and its allies engaged in creating a de facto third en­
tity in Bosnia alongside the Serb Republic and the Croat­
Bosniak Federation of Bosnia-Herzegovina. Although the 
Croat self-government ultimately failed, relations between 
many Croats in Herzegovina and Bosnian and international 
authorities remain tense. In the Serb Republic, two major 
riots in May against the reconstruction of mosques in 
Trebinje and Banja Luka revealed the fragility of intereth­
nic peace in the country. 

Despite increasing criticism of the Dayton Peace Ac­
cords by some local political actors, especially among the 
Bosniak political elite, the international community remains 
committed to the accords and few viable alternatives have 
emerged. At the same time, the country's central institu­
tions have strengthened in recent years. This is the result of 
both the active support ofincernational agencies in the coun­
try-especially the Office of the High Representative, the 
main international body overseeing the civilian implemen­
tation of the peace process- and a landmark decision by 
the Constitutional Court of Bosnia in July 2000 that Croats, 
Serbs, and Bosniaks should enjoy the same rights through-
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out the whole territory of the country. As a result, the Serb 
Republic and the Croat-Bosniak rederat10n had to beg.in 
reforming their Constitutions and institutions to •Kcom­
modate any groups that had previously been excluded . 

Nevertheless, Bosnia -Herzegovina remains governed by 
a complex system of overlapping authorities without much 
coordination and cooperation among them. The institlltional 
system provides kw incentives for intt·rethnic cooperation, 
and only the we,1k Bosnia-wide state institutions incorpo­
rate the three dominant communities. The current system 
has been decisively maintained by the strong political role 
of the High Representative (HR), who oversees the civilian 
aspects of the pe;11.:e implementation process. Wolfgang 
Petrisch, Bosnia's third HR, has been in office since 1999 
but is due to end his term in 2002. Petrisch has been force­
fol in passing laws, dismissing officials, and assisting in the 
establishment of moderate governments. Although the in­
ten·entionist policies of the HR and the international com­
munity have produced some positive results, they have ,1lso 
highlighted the dependency o f the current political system 
on an outside arbiter to overcome deadlock. In addition, 
although both domestic and international actors have sub­
stantially debated the need for constitutional reform in 
Bosnia, little progress has been made in defining or estab­
lishing consensus for such reform . 

Overall, political progress in Bosnia since the end of the 
war in late 1995 has been torturously slow and marked by 
considerable setbacks, mostly in the form of elections that 
reaffirm radical nationalist parties. The substantial interna­
tional financial support and political involvement that has 
transformed Bosnia into a de facto protectorate has not suc­
ceeded in molding postwar Bosnia into a viable state rooted 
in the support of most of its citizens. As a result, Bosnia re­
mains economically and socially weak, without much pros­
pect for significant improvement in the near foture . 

DEMOCRATIZATION 

1998 
5.00 

Political Process 
1999-2000 2001 

5.00 4.75 
2002 
4.25 

Bosnia's current political system is the product of a peace 
agreement that the international community concluded in 
Dayton, Ohio, in November 1995 co end three and a half 
years of war. The significant role of the international com­
munity has made Bosnia a de facto protectorate that is char­
acterized by a loose federation with a weak central 
government. vVith 14 constitutions and governments with 
legislative powers, the political system of Bosnia is both in­
herently complex and asymmetrical. Ultimately, this fact has 
rendered the system unstable and dysfunctional. 

The territory of Bosnia is divided into two entities, the 
Serb Republic and the Croat-Bosniak Federation of Bosnia-
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Herzego\"in.1 ( hereafrer the rederation ). The "crb Repub­
lic was ei.tabli,hed by the Bo!>nian Serb kJdership during 
thew.wand was suppmcd to secede from Bosnia. The Fed­
erntion is the product of U.S.-brokered negotiationi. be­
tween the Bosniak and Cro.lt leaderships in l 994. It i~ .1 
loose binatimul ti.:deration thJt consi~ts of L 0 cantons. In 
addition to these two entities, the disputed city of Brcko 
was transtormed into a ~eparn.tc multinational district in 1999 
and placl·d under intcrnation.11 admini~trntion. 

The power of the central government is strictly limited 
to foreign affairs, trJde, monetary policy, <llld other areas 
related to the maintenance of the joint stJte. All other re­
sponsibilities, including defense, arc vested in the entities. 
In recent years, the international community has sought to 

!>hi ft some of the entities' defense prerogatives to the joint 
state institution, through the creation either of a joint com­
mand or even of a joint army. However, the leadership of 
the Serb Republic has opposed all calls for the integration 
of the two armies. 

The Federation has failed to work as a politicJl unit for 
most of its existence. Of its 10 cantons, only 2 arc ethnically 
mixed. Croats or Bosniaks dominate the other cantons Jnd 
have little incentive to cooperate. Owing to its limited pow­
ers, the government of the Federation has been largely 
inopcrntional. Even in the Federation's few areas of compe­
tence, Croats and Bosniaks have essentially maintained scpJ­
ratc institutions. Until recently, for example, the army of the 
Federation consisted mostly of monoethnic units under the 
de facto command of their respective ethnic communities. 

The Serb Republic, on the other hand, has sutlcrcd 
mainly from a lack of geographic congruity. That is, the 
region is divided by the city of Brcko into two halves, and 
its highly centralized government has been unable to exer­
cise effective control over the territory. In addition, the Serb 
Republic has been suffering from a continuous conflict be­
tween its political elite, which seeks to block any progress 
in strengthening Bosnian institutions, and the Office of the 
High Representative, which has dismissed elected officials, 
including the president of the Serb Republic in 1999, and 
banned political parties that arc opposed to the Dayton Peace 
Accords. 

Bosnia's national legislature is bicameral. The upper 
house, the House of Peoples, has 15 members (5 Bosniaks 
and 5 Croats eJch from the federation and 5 Serbs from 
the Serb Republic) who are chosen by the legislatures of 
the two entities. The lower house, the House of Represen­
tatives, has 42 members ( 14 Croats and 14 Bosnia ks from 
the federation and 14 representatives from the Serb Re­
pu bhc) who are elected directly by proportional represen­
tation from the two entities. 

Bosnia also maintains a semipresidcntial system that 
consists of three directly elected members who rotate the 
chairmanship of the presidency every eight months. The 
Croat and Bosniak members arc elected in the Federation, 
and the Serb member is elected in the Serb Republic . As a 
consensus-based democracy, any member can block deci-

sioni. if he or she invokes the "vit<ll" interest of the entities. 
Only a two-thirdi. majority W>te of the Serb Republic's 
Narodna Skupstin:i (National A~sembly) or the Federation's 
Parliament can override ,1 veto. 

The Federation has it<> own bicameral legislature that 
consists of an upper House of Peoples and a lower House 
of Represent.Hives. The upper house has 74 indirectly 
elected members who must be at least 30 years old and 
be BosniJks. Thirty members must be Croats. The lower 
house lus l 40 members who arc elected directly by pro­
portional representation. The president and vice presi­
dent of the Federation an: elected by the two houses and 
are relatively \\'eak. A Croat must till one of the two slots 
and a Bosniak the other. They rotate control of the two 
offices on a yeJrly basis. The Federation's president, with 
the concurrence of the vice president, nominates a gov­
ernment (headed by a prime minister) for legislative en­
dorsement. Each minister must have a deputy who is not 
from his or her own ethnic group. 

The Serb Republic has an 83-member unicameral Na­
tionJl As!>embly th<lt is elected directly by proportional rep­
resentation . Its president is directly elected and holds 
considerable constitutional powers. 

Three monoethnic, nation<llistic parties dominated 
Bosnian politics throughout the 1990s. The Party of 
Democratic Action (SDA) sought to represent the Bosniak 
population. The HDZ, a branch of the Croatian party 
founded and led by Croatian president Franjo Tudjman 
until his death in December 1999, defined itself as the 
party of Bosnian Croats. And the Serb Democratic Party 
( SDS), led before and during the war by indicted war crimi­
n.11 Radovan Karadzic , dominated the political expression 
of Bosnian Serbs. The blurring of party and government 
lines has limited the political space for other political par­
ries, particularly those advocating a more moderate politi­
cal line, and stifled their ability to carry out policy if elected. 

With the exception of the Social Democratic Party 
(SDP) and the Party for Bosnia and Herzegovina (SbiH) 
in predominantly Bosniak areas, non-nationalist parties 
have been unable to attract mass membership or establish 
substantial party infrastructures. Although parties have 
platforms, party politics tends not be content driven. Strong 
party presidents who determine the program dominate 
most groups. Parties possess little internal democracy, and 
change is driven by their leaders more than their member 
bases. In addition, the representation of national interests 
rakes precedence over economic and social reform for most 
parties, with the exception of the SDP, the Party of Demo­
cratic Prosperity (PDP), and other smaller parties. 

The first postwar change of government took place in 
the Serb Republic in 1997 when the SDS was replaced by 
a weak coalition of moderate nationalists. In the Federa­
tion and at the national level, this change occurred only 
after the November 2000 elections and extensive 
postclcction coalition building. However, the authorities 
have continued to work with the nationalist parties when 



necessary. As a result, it would be misleading to overstate 
the dichotomy between moderate and nationalist parties. 

In the Serb Republic, the SDS supports the govern­
ment. In the federation .md in the joint institutions, the 
SDA has supported some of the initiatives of new govern­
ments. Most noticeably, though, the HDZ and the SDS 
have been prone to "opt out" of the political system, as 
evidenced by the HDZ's withdrawal from Bosnian institu­
tions in March 200 l . The High Representative has banned 
more radical political forces, such as the Serbian Radical 
Parry (SRS), for their opposition to the Dayton Peace Ac­
cords and the Bosnian state. Relations between the govern­
ment and the opposition, as well as between the governments 
at the different levels, have often been difficult and tense, 
with no one willing to seek compromise. 

Bosnia has held elections with great frequency since 
the end of the war in 199 5. The reasons are twofold . The 
first is simple: Bosnia has multiple levels of government. 
Second, the international community had hoped that elec­
tions would bring more moderate forces to power. 

Although the Dayton Constitution calls for a multi ­
party system of government, Bosnia did not have an elec­
tion law until August 2001. Instead, since the end of the 
war, the OSCE had organized all elections and applied its 
own electoral rules. Passage of the law was a condition for 
Bosnian membership in the Council of Europe. 

The new Law on Elections was passed after consider­
able delays and amid much controversy. The nationalist 
governments before November 2000 had been unable to 

agree on a law. Even after the change of government, mod­
erate parties in both entities disagreed over key aspects of 
the law. In June 2001, the first attempt in the House of 
Peoples to pass the Law on Elections failed owing to op­
position from members of the ruling Alliance for Change. 
Two key controversies surrounded the law. First, the 
Bosniak parties proposed holding nationwide elections for 
the three-member presidency and the House of Peoples, 
instead of separate elections in each entity. The Constitu­
tional Court's decision in 2000 on the equal status of 
Bosniaks, Croats, and Serbs provided justification for this 
proposal. However, the proposition not only met the op­
position of other parties, especially the Serb Republic, but 
it also contradicted the Bosnian Constitution, which pre­
scribes the method of electing the members of the presi­
dency. Although the OSCE and the OHR had proposed a 
preferential voting system, the previously used majoritarian 
method of electing members of the presidency within their 
constituency was selected . The second controversy focused 
on the voting rights of individuals who illegally occupy 
property in Bosnia. The SDP and the SbiH insisted that 
illegal occupants may not vote or participate as candidates 
in elections. Although this provision was aimed at facili ­
tating refugee returns, it was problematic with regard to 
defending basic rights, including the right to vote. 

Despite the reservations of both the government and 
opposition parties, both houses of the parliamentary as-
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sembly passed the final ver11ion of the Law on Elections 
with a broad majority. However, the law's passage was 
largely the result of pressure from the OSCE and the 
OHR; it is also one of the key criteria for membership in 
the Council of Europe. In addition, since the Constitu­
tional Court's equal status decision had not yet been 
implemented in the entity constitutions, the procedures 
for electing members to the House of People in the Fed­
eration and fur choosing the president and vice president 
in the Serb Republic were left to be determined at a later 
date . 

Bosnia's new Law on Elections regulates the electoral 
system, campaign financing, and the registration of par­
ties and candidates. Instead of the OSCE, a special com­
mission will now oversee elections. It will be elected by 
the House of Representatives of Bosnia and consist of two 
Croats, two Serbs, two Bosniaks, and one member repre­
senting a different nation or ethnic group. 

There arc three restrictions on candidates and politi­
cal parties. The parties and candidates must support an 
independent Bosnia and are prohibited from advocating 
secession of parts of the country. The law additionally speci­
fies that indicted or convicted war criminals m.1y not stand 
as candidates and that no candidate may occupy property 
that is owned by refugees or displaced persons. The law 
strictly regulates campaign financing and obliges parties 
and candidates to report their income and property. Spend­
ing is limited to one konvertibilna marka per voter in each 
electoral race. The voting system does not set a threshold 
for gaining representation. Voting is based on an open-list 
proportional system that allows voters to opt for individual 
candidates or party lists. Elections take place in 
multimember constituencies. 

Bosnia held its first postwar elections in 1996 for the 
Bosnian House of Representatives, the Federation House 
of Representatives, the Parliament and president of the 
Serb Republic, and the Bosnian presidency. The three na­
tionalist parties won an overwhelming victory in these elec­
tions, taking the 3 slots in the national presidency and 
collectively sweeping 36 of the 42 seats in the Bosnian 
House of Representatives. Specifically, the SDA won 19 
seats; the SDS, 9; and the HDZ, 8 . In the elections for the 
3-member presidency, SDA leader AJija Izetbegovic took 
the scat reserved for the Bosniak member, HDZ candi­
date Kresimir Zubak took the Croat seat, and SDS candi­
date Momcilo Krajisnik claimed the Serb seat. lzctbegovic 
became the chair of the presidency, and Biljana Plavsic 
became the president of the Serb Republic . Although the 
vote was managed by the OSCE, it was still fraught with 
widespread fraud and voter intimidation. 

In 1997, the Serb Republic held early parliamentary 
elections after President Biljana Plavsic dissolved the body. 
The elections ended the political dominance of the SDS 
and brought about the Western-backed government of 
Milorad Dodik of the SNSD. Dodik ruled with a narrow 
majority until 2000. 
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The next general elections took place in 1998. Al· 
though the power of the nationalist parties was somewhat 
eroded, the SOA and the HDZ retained a majority of scats 
at the Federation level and, together with the SOS, at the 
level of the joint Parliament. Nikola Poplasen, a member of 
the extreme nationillist SRS, won the Serb Republic presi­
dency. For rhc state presidency, I zerbcgovic took rhe Bosnian 
slot; Ante Jdavie, the Croatian posr; and Zivko Radisic, the 
Serbian posirion. 

2000 BOSNIAN ELECTIONS, 

HousE OF REPRESENTATIVES 

In November 2000, Bosnia held elecrions for the 
Bosnian House of Representatives, the Federation House 
of Reprcsenrarives, the Serb Republic Narional Assembly, 
and other entity-level offices. Despite widespread-and ac­
curate-anticipation thar the SDP and other moderate par­
ties would prove victorious, the nationalist HDZ and SDS 
still performed better than expected. The SDS profited from 
the ban on the SRS, while the HDZ mobilized support in 
opposition to a last-minute change in the electoral rules ro 
the Parliament of the Federation. Although the three na­
tionalist parties were not defeated outright in the elections, 
they could muster only 19 of the 42 scats in the Bosnian 
House of Representatives, thus denying them the possibil­
ity of continuing to govern in a loose coalition. 

Table 1. Bosnian House of Representatives 
Election Results, November 2000 

Party Percentage Seats 

Federation of Bosnia-Herzegovina 
SDP 27.3 8 
SDA 27.0 7 
HDZ BiH 19.3 5 
Stranka za BiH 15.6 4 
DNZ BiH 2.2 1 
NHI 2.0 1 
Others 6.6 1 

Serb Republic 
SDS 39.7 6 
PDP 15.2 2 
SNSD/DSP 10.6 1 
SDA 7.4 
SP RS 5.7 1 
Stranka za BiH 5.4 1 
SDP 5.2 1 
SNS RS-Biljana Plavsic 4.5 1 
Others 6 .3 0 

In the aftermath of the elections, the SDP and the SBiH 
created a broad coalition-the Alliance for Change-in which 
smaller Croat, Bosniak, and other moderate parties agreed 
to participate. This 10-member coalition, with the support 

of rhc PDP, the Party of Independent Social Democrats 
(SNSD), and other smaller parties in rhc Serb Republic, 
mustered sufficient support in the 42-member Bosnian 
House of Represenratives to form the government and re­
place rhe previous coalirion of nationalist parties. The first 
government was led by Croat professor of economics 
Bozic.far Marie. When the government failed ro pass an elec­
roral law in June 2001, though, he resigned and was re­
placed by rhe most prominent politician of the coalition, 
Zlatko Lagumdzija. Since rhe scar of chairman of the Council 
of Ministers is a rotating posirion, I..Jgumdzija 's term will 
end in March 2002. 

2000 FEDERATION ELECTIONS, 

HOUSE OF REPRESENTATIVES 

Elections to the Fcderarion's House of Representatives 
and its 10 cantons took place simultaneously with the state­
wide election. The SDP gained nearly equal support as the 
SDA. However, the HDZ was not seriously challenged by 
its more moderate splinter groups such as the New Croat 
Initiative (NHI) of former presidency member Kresimir 
Zubak. The HDZ capitalized on new voring rules passed 
by the OSCE shortly before the elections that allow Bosniak 
members of the cantons to vote for Croat members (and 
vice versa) in the Federation House of Peoples. Specifically, 
the HDZ made the new rules a hot-button issue and warned 
that Croat representation in the House of Peoples could be 
reduced to "loyal Croats" who arc elected by the dominant 
Bosniak parties. The HOZ also organized a parallel refer­
endum on the rights of Croats in Bosnia, asking Croat vot­
ers whether they would favor "their own political, 
educational, scientific, cultural, and other institutions on 
the entire territory of Bosnia and Herzegovina." Although 
the OSCE declared the referendum illegal, the HDZ re­
ported that 71 percent of registered Bosnian Croats par­
ticipated, with 98 .96 percent voting in favor of the question 
on Croat autonomy. 

Table 2. Federation House of Representatives 
Election Results, November 2000 

Party Percentage Seats 
SDA 26.8 38 
SDP 26.l 37 
HDZ 17.5 25 
SBiH 14.9 21 
Others 14.7 19 

The moderate parties made most of their gains 
among the Bosniak population. In addition to the SOP, 
the SBiH, under the leadership of Haris Silajdzic, also 
managed to increase its share of the vote. This party 
split off from the SDA in 1996 and advocates a unified 
Bosnia on a secular platform. Until 2000, the party 
formed coalitions mostly with the SDA, its running mate 
in the 1998 elections. 



As in the statewide Bosnian elections, the Alliance for 
Change secured only J slight majority over the nationJlist 
parties. lr won 69 of the l 40 seats in the Federation House 
of Representatives, while the SDA and the HDZ took con­
trol of 63. However, the Alliance for Change succeeded in 
garnering the support of some other smaller parties, and its 
coalition was able to elect the Federation prime minister. 
The new coalition also secured the indirectly elected Fed­
eration posts of president and vice president. In February 
2001, Karlo Filipovic, a Croat and a member of the SD P, 
was elected president. Safet Halilovic, a Bosniak and a mem­
ber of the SBiH, became vice president. 

2000 SERB REPUBLIC ELECTIONS, 

NATIONAL ASSEMBLY 

The third major elections of 2000 were for the Serb 
Republic president and the Serb Republic National Assem­
bly. The SDS reemerged by a large margin as the strongest 
political party in the entity and effectively ended the govern­
ment of Prime Minister Milorad Dodik of the SNSD. In the 
presidential election, Mirko Sarovic, the candidate of the SDS, 
and vice presidential candidate Dragan Cavic were elected 
with 50.1 percent of the vote. They defeated Milorad Dodik, 
who ran for the slot but mustered only 25.9 percent. 

In balloting for the 83-member Serb Republic Na­
tional Assembly, only three parties secured more than 10 
percent of the vote. These were the SDS (36.l percent), 
the SNSD (13 percent), and a new player, the PDP (12.3 
percent). The power base of all three parties lies in the 
Federation. The PD P's showing was particularly notewor­
thy because the party was founded shortly before the elec­
tions. It is led by Mladen Ivanic, an economic expert and 
a member of the Yugoslav think tank G-17. With the ex­
ception of the SNSD, all Serb parties, including the SNS 
and the Socialist Party of the Serb Republic (SPRS), failed 
to make a significant showing. 

Table 3. Serb Republic National Assembly 
Election Results, November 2000 

Party Percentage Seats 
SDS 36.l 31 
SNSD 13.0 11 
PDP 12.3 11 
SDA 7.6 6 
SBiH 5.2 4 
SDP 5.0 4 
SPRS 4.9 4 
DSP 4.1 4 
DNS 3.5 3 
SNS-B. Plavsic 2.3 2 
Others 6.0 3 

Due to significant pressure from the OHR and other 
international organizations, the SDS was unable to form a 
government. Instead, Mladen Ivanic established a govern-
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ment of experts. This government recei\"ed the support of 
the SDS, which in return received posts and influence at 
lower levels of the administration. 

GENERAL ASSESSMENT OF THE 

2000 ELECTIONS 

The establishment of governments in the Federation 
and at the statewide level by non-nationalist parties was 
welcomed by the international community. However, the 
coalition has been shaky at times and lacks majority sup­
port from Croats and Serbs. During its first year in power, 
the Alliance for Change was unable to transform Bo!>nian 
politics radically and, thus, disappointed many of its sup­
porters. In particular, differences between the SDP and 
the SBiH have frequently prevented reforms and threat­
ened the stability of the alliance at critical junctures. The 
SBiH remains programmatically close to the SDA in many 
respects, and this fact casts doubt on the long-term viabil­
ity of the coalition. 

The outcome of the 2000 parliamentary elections also 
had a significant impact on the Bosnian presidency-chang­
ing most of its composition even though an election wasn't 
held. In October 2000, Alija Izetbegovic resigned from 
his post and cited age as the reason. Hal id Genjac, a mem­
ber of the SDA, replaced him temporarily. The Law on 
Vacancies, which the House of Peoples passed shortly be­
fore Izetbegovic's resignation, was then amended by the 
High Representative because it favored nationalist candi­
dates. The amended law stipulates that the lower house 
can put forward candidates, and if the upper chamber re­
jects the first two, the third nominee will automatically be 
appointed. Genjac was eventually replaced by Beriz Belkic, 
a member of the SBiH, which belongs to the Alliance for 
Change. In March 2001, the HR dismissed Ante Jdavie, 
the Croat member of the presidency, for establishing the 
Croat self-government and thereby violating the Dayton 
Accords. Jdavie was replaced by Jozo Krizanovic, a mem­
ber of the SDP. 

Bosnian politics saw additional change in 2001 with 
the formal departure of two leading politicians from active 
politics. Haris Silajdzic resigned from the leadership of the 
SBiH in September 2001, citing health reasons, and was 
replaced by former deputy president Safet Halilovic. How­
ever, Silajdzic has remained involved in Bosnian politics and 
continues to wield considerable influence. Similarly, although 
Alija Izetbegovic resigned from his post as SDA president 
in October 2001, he remains influential within the party 
and holds the position of honorary chairman. The person­
ality of Izetbegovic is hard to replace, and the new presi­
dent, Sulcjman Tihic, lacks the profile and prominence to 
reassert the political dominance of the SDA over the Bosniak 
population. Although the party has sought to present itself 
as a more moderate group, its political profile has remained 
largely unchanged. 

The elections in November 2000 were widely estimated 
to have been free and fair. Voting conditions, especially in 
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terms of campaign reporting in the medi.1, were consider­
ably better than during the first postwar elections in 1996 
Nevertheless, ~ome cases of fraud and ballot stuffing were 
reported. The most significant case of fraud took place in 
Srebrenica, where the SDS intimidated some voters and 
organized multiple voting for others. As a result, the Provi­
sional Elections Commission reduced some of the SDS's 
seats in the town's local elections, wl11ch took place at the 
same rime as the statewide and Serb Republic elections. 
Candidates from other parties were disqu.1lified across Bosnia 
for either breaking the preelection silence or issuing state­
ments again'lt the Dayton Peace Accords. The political at­
mosphere was considerably polarized. The Croat 
reterendum, in particular, contributed to tensions during 
the campaign. In fact, the Helsinki Committee called the 
campaign the "dirtiest of all" since the end of the war in 
Bosnia. 

Voter turnout in Bosnia's postwar elections generally 
has been high. However, the numbers have declined some­
what in recent years. In the September 1997 elections, the 
OSCE reported turnout at 80-85 percent of registered vot­
ers. In the April 2000 municipal elections, voter turnout 
was 65.7 percent. For the November 2000 elections, it was 
64.4 percent. The decline in voter participation is the result 
of the frequency of elections since 1996 and the lack of 
substantial political change resulting from the elections. In 
November 2000, the SR.S's call to boycott the elections 
and the HDZ's critique of the election system contributed 
further to the drop. Gender-specific information on voter 
turnout is not available. The next elections in Bosnia are for 
the presidency and arc scheduled for late 2002. 

Overall, political developments in 2001 granted mod­
erate political parties more access to power in Bosnia. How­
ever, the continued strength of nationalist parties and the 
slight majority of the coalition governments still render the 
political system both unstable and fragmented. A full re­
turn of nationalist parties in Bosnia cannot be excluded in 
upcoming elections. 

The dismissal of the president of the Serb Republic in 
1999 and the Croat member of the Bosnian presidency in 
March 2001 highlights the fact that the High Representa­
tive holds considerable executive power in the country. In 
the Dayton Accords, his powers were originally limited to 
facilitating the civilian implementation of the peace pro­
cess. During a meeting of the Peace Implementation Council 
(PIC) in Bonn in 1997, his powers were considerably aug­
mented. The HR now has the right to impose laws and 
decisions, as well as to dismiss officials for obstructing the 
peace accords. And, in fact, since the Bonn meeting, more 
than 60 officials have been dismissed and more than 100 
laws and decisions have been passed. 

The PIC nominates the High Representative, who must 
regularly report to the PIC. As such, the HR is not ac­
countable within the framework of the domestic political 
system. The expansion of this role was largely the result of 
the intransigence of the nationalist parties. At the same rime, 

though, the executive and legislative powers of the HR have 
diminished the responsibilities of elected officials and re­
duced the overall effectiveness of the institutional frame­
work of Bosnia. 

Data on political party membership arc nor available 
because most parries arc reluctant to release such informa­
tion. Among the parties that are the largest, most well or­
ganized, and best able to conduct statewide, or at least 
entitywide, campaigns, the most important arc the HDZ, 
the SDA, the SDP, the SDS, and the SBiH. 

The establishment of postwar Bo!>nia as a trinational 
stare has further marginalized the smaller ethnic minorities 
in the country. Roma, in particular, remain excluded from 
substantial political participation. This is caused less by open 
discrimination than by the structure of the political system 
itself. No parliamentary party represents the specific inter­
ests of minorities in the country. 

In recent years, the international community has un­
dertaken considerable efforts to increase the representa­
tion of women in Bosnia's political system. When less than 
10 percent of the candidates in the first postwar elections 
were women, new election rules were drafted to require 
that at least 30 percent of the candidates be women. As a 
result, the number of women in the Bosnian House of 
Representatives increased from 2 to 26 percent in 1998 
and from 5 to 18 percent at the municipal level. The rules 
for the local and general elections in 2000 required one­
third of the candidates to be women. Today, women hold 
18 percent of all elected offices in Bosnia-the highest 
level in southeastern Europe. 

1998 
5 00 

Civil Society 
1999-2000 

4.50 
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Due to the high degree of international intervention in 
Bosnia, the country has a large number of nongovernmen­
tal organizations that arc mostly foreign funded. The small 
civil society sector that emerged in the years prior to the 
war mostly promoted interethnic tolerance and sought to 
reduce the nationalist polarization in the country. At the 
same time, different national communities established their 
own organizations, mainly religious institutions engaged in 
humanitarian activities. However, with the exception of 
humanitarian organizations and a small but vibrant civil so­
ciety in Tuzla and Sarajevo, the war disrupted the develop­
ment of civil society in Bosnia. 

Today, six years after the war, Bosnia's nongovernmen­
tal sector is weak. While some of this frailty can be attrib­
uted to economic hardships and a general lack of tradition 
for volumeerism in the region, some of it is specific to the 
eftcet of war on the country's social structure. The ethnic 
divisions in the country, including the Serb Republic itselt~ 
have made it even more difficult for NGOs to become ac-



tive. finally, a case can be made that the large imcrnational 
presence in the country has dkctivdy reduced the poten­
tial t<:ir grcissroot~ NGO activity. First, international organi­
zations have hired many Bosnian citizens who otherwise 
might have initiated their own civil society activities. Sec­
ond, numerous civil society programs have been initiated 
based on the judgments of Western donors rather than in 
n:sponse to loc,11 needs. As a result, according to an assess­
ment in the Jounial of Peace R..csem·ch, the frequent changes 
in Western priorities have 11.ld a negative impact on the long­
term development of Inc.ii NGO cap.icities and structures. 

Funding for NGOs has come mostly from governmen­
tal sources in North America and Western Europe. Some 
has come from private sources, most significantly from 
George Soros through the local Open Society Foundation. 
Although these foreign contributions have been consider­
able, they arc frequently uncoordinated and directed to­
ward short-term projects. As a result, many NGOs arc 
essentially commissioned to carry out the policy priorities 
of Western donors and have little room to develop their 
own priorities. The future reduction of international fund­
ing in Bosnia might further weaken the sector. 

Most citizens sec NGOs either as irrelevant to their 
lives or as a possible job opportunity. In addition, a number 
ofNGOs suffer from a credibility gap because their activists 
appear to spend more time participating in international 
workshops and seminars than in communicating with their 
constituencies. Small, local groups or traditional civil soci­
ety groups that do not have substantial financial needs might 
be better suited to making a long-term impact in Bosnia. 
According to A11 11ltrnd11cti1111 to the N1111-Pmfit Sector in 
t/Jc Balkam, which was published in 2000, NGOs in Bosnia 
arc engaged in a variety of fields of activity. 

Table 4. NGO Areas of Activity 

Activity 
Environment 
Human Rights 
Youth 
Social Issues 
Culture and Sport 
Gender 
Health 
Humanitarian Aid 
Reconstruction 
Other 

Percentage 
27 
19 
19 
15 
14 
13 
11 
10 
10 
12.5 

A number of organizations in Bosnia do have histrnical 
roots and arc more firmly established. Among these are reli­
giously based NGOs such as the Muslim organization 
Mcrhamct and the Catholic group Caritas. All major reli­
gious communities maintain their own humanitarian organi­
zations, which are funded through donations, support from 
third countries, and the religious hierarchy. Although most 
organizations cater to their own religious community, oth-
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er!>, including the Jewish group L.1 Bcnevolenzia, g.1ined a 
reputation for providing incerethnic and interdenominational 
humanitarian aid during war. In addition, JJakuft, traditional 
charitable organizations affiliated with the Islamic commu­
niC)', were reestablished after the end of Communist rule. 

The total number ofNGOs is hard to estimate, owing 
partly to the absence of nationwide registration procedures. 
In addition, many groups exist in name but arc largely inac­
tive. According to some estimates, there arc approximately 
1,000 registered NGOs in the Serb Republic and the Fed­
eration combined, but only 30 percent arc thought to be 
active. In contrast, the International Council of Voluntary 
Agencies' directory ofNGOs active in Bosnia lists only 173 
international and 365 local NGOs. 

Only a small overall percentage of Bosnia's population 
is active in voluntary activities. This is largely the result of 
the country's precarious economic situation and the absence 
of a tradition ofvoluncecrism. However, NGOs do provide 
an important source of employment for the most educated 
segments of the population. According to some estimates, 
1,000 people work full-time for NGOs. 

Since the Serb Republic and the Federation are respon­
sible for establishing their own legal frameworks for NGOs, 
their laws have sometimes proved inconsistent. NGOs that 
seek a nationwide presence must register separately in the 
two entities. There arc no legal impediments to the work of 
NGOs in Bosnia. 

Few groups arc financially viable, and their dependency 
on now dwindling foreign donations is aggravated by a dearth 
of domestic funding from the public and private sectors. Like­
wise, international funding restricts the activities of many 
NGOs to the provision of services and subjects them to some­
one else's funding priorities and cycles. There arc few incen­
tives for business or private individuals to contribute money 
to NGOs, thus limiting most of their support to in-kind gifts. 
With the exception of humanitarian organizations, NGOs 
have the same tax status as for-profit enterprises. Only inter­
national NGOs receive some tax reductions. 

Although the various levels of Bosnian government have 
typically viewed NGOs with suspicion, changes in the 
country's political climate have improved their relations in 
recent years. In some parts of Bosnia, for example, NGO 
liaison officers within the local governmental administra­
tions provide office space for NGOs or assist them in fund­
raising. In addition, when governments across Bosnia have 
been slow to adopt new laws or make important decisions, 
NGOs have frequently resorted to working with interna­
tional organizations, especially the Office of the High Rep­
resentative, to lobby for change. Bosnian media outlets 
regularly report on NGOs activities. 

The Constitution guarantees freedom of expression and 
association, and there arc no explicit barriers to interest 
group participation in politics. The Constitution also guar­
antees workers the right to join independent trade unions, 
and this right is respected in practice as well. Trade unions 
were particularly active in 2001 as the pace of privatization 
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in the Federation and in the Serb Republic gained speed and 
led to large-scale job cuts. In the first eight months of 200 l, 
more than 200 strikes took place in the Federation alone. In 
June 200 l, trade unions in the Serb Republic unsuccessfully 
circulated petitions for the resignation of the government. 
Nevertheless, with unemployment rates in both entities at 
over 40 percent, the effectiveness of organized l,1bor is se­
verely limited. Like most Bosnian organizations, trade unions 
are divided along ethnic lines. There arc several free trade 
unions in Bosnia. The largest union is the Confederation of 
Independent Trade Unions, which evolved from the Com­
munist-era Yugoslav Trade Union Contederation. Specific 
numbers on the size of its membership arc unavailable. 

Bosnia's educational system is clearly divided into the 
three ethnic systems with separate curricula and often even 
separate schools. Most schools and all universities arc pub­
lic, although a number of private schools have been founded 
since the war, primarily with the support of religious com­
munities. These schools charge tuition and frequently offer 
better teaching conditions. 

1998 
4.75 

Independent Media 
1999-2000 

5.00 
2001 
4.50 

2002 
4.25 

The media in Bosnia arc, with few exceptions, divided be­
tween the two entities. Few media outlets reach the entire 
country. In addition, although there has been considerable 
privatization in the industry, the media remain strongly in­
fluenced by political parties. The international community 
has undertaken considerable effort to reduce government 
control over the public television broadcaster-probably the 
most influential media outlet in the country. 

Due to the country's dire economic situation and the 
relatively high price of daily and weekly print publications, 
circulation remains low. The main dailies include D1lc1mi 
AJJaz, Oslobodjc1ljc, and the tabloid ]1ttar1ljc No11i1Jc--all 
based in Sarajevo and read mostly among Bosniaks. D1lCJ11li 
Nczm1isne NoJ1iuc, based in the Serb Republic, is the only 
national newspaper. The other daily based in the Serb Re­
public is Glas Srpsfli. D1lc1111i List, launched in October 2001 
in Mostar, is catering mostly to Croats in Herzegovina. The 
main week.lies include the independent, private papers Dani, 
Slobod11a Bosna, and Lji/jan--again all based in Sarajevo. 
The Croat weekly Hn1atslli Rec is also based in Sarajevo. In 
the Serb Republic, the most important independent weekly 
is Rcpone1; which also produces a separate edition for Yu­
goslavia, and Nedjclj1Jc Nczm1imc Nm1inc. In addition to 
the dailies and weeklies produced in Bosnia, Croatian and 
Yugoslav publications are widely distributed in Croat and 
Serb areas of the country, with some (such as the Blic from 
Yugoslavia) publishing a special Bosnia section. 

Electronic media reach a broader segment of the popu­
lation of Bosnia. The main television station in the Serb 

Republic , Radio Telcvizija Republike Srpske, came into ex­
istence during the war and was dominated by the SOS until 
l 997. After the power struggle in the Serb Republic and 
with the support of NATO's Stabilization Force (SFOR) 
Mission, the station came under the control of the govern­
ment of Serb Republic president Biljana Plavsic and later 
moderate prime minister Milorad Dodik. In addition to 
public television, a number of private stations have emerged. 
In Banja Luka, for example, Alternative Television (A1V) 
has emerged as the most important independent broadcaster. 

A joint Croat-Bosniak public broadcast began in the 
Federation in late October 2001 with the establishment 
of Federation Television (FIV), which incorporates the 
Bosniak-dominatcd Television Bosnia-Herzegovina 
(TVBiH) and local programming from Croatian Radio­
Telcvision (HRT). The merger came about under intense 
pressure from the Office of the High Representative. In 
the Federation, a large number of small, private television 
stations have emerged, but their reach is limited. The main 
private station in the Federation is N'IV Hayat, which origi­
nally supported the SDA government but later emerged 
as an independent station . In August 2001, it joined with 
three other stations in the Federation and ATV in the Serb 
Republic to form a network of private broadcasters called 
Mreza Plus. 

In 2001, the main internationally funded project for a 
Bosnia-wide television station faltered. The Open Broad­
cast Network, which was founded in 1996 by the OHR, 
faced severe financial difficulties after international funding 
was reduced and the station failed to receive a permanent 
broadcast license. Most of the prominent journalists the sta­
tion had attracted decided to leave . The station survived by 
selling a 48 percent stake of its shares to foreign investors. 
At the statewide level, it has been replaced, in effect, by the 
Public Broadcast System, which is intended to provide state­
wide independent public television and radio. 

Radio programming is mostly local in Bosnia, despite 
the existence of some cntitywidc stations. The stations arc 
frequently well equipped, primarily as a result of substantial 
international donor support. Although some local stations 
carry independent news programming, the majority either 
limit their broadcasts to entertainment or focus on local 
political and ethnic interests. 

Bosnia has an excess of media outlets that are unsus­
tainable in the long term . As IR.EX Promcdia recently re ­
marked, there have been "268 broadcast organizations using 
nearly 700 transmitters, giving Bosnia one of the highest 
per capita concentrations of broadcasters in the world." In 
the Federation there were 42 television stations and 127 
radio stations in 2000. In the Serb Republic, there were 29 
TV stations and 83 radio stations. As of May 2001, there 
were 206 radio stations and 67 1V stations registered in 
Bosnia-Herzegovina. 

In recent years, the Independent Media Commission, 
transformed into the Communications Regulatory Agency 
in 2001, began licensing electronic media. This process has 



led to a consolidation of the media. As a result, a large num· 
bcr of small, nonviable stations have been un.ible to obtain 
permanent operating licenses. 

There .ire both state and privately owned distribution 
systems for print media. Many newspapers rent space from 
the network of state-owned kiosb. In the Serb Republic 
and Croat· majority areas of the Federation, however, inde­
pendent and opposition media have often had difficulty 
gaining access to these kiosks . In Croat areas, many kiosks 
will not sell private newspapers that do not support the rul­
ing HDZ or that originate in the Federation's Rosniak­
majority areas or the Serb Republic. 

Oslobodjcnjc has its own distribution network, in addi· 
tion to its contract with the privately owned distributor 
Opresa. Dani relics on individual newspaper sellers, the 
Opresa network, and, in Croat-majority areas, the Hrvatski 
Tisak distribution network. Few newspapers arc distributed 
across entity lines. One exception is the Serb Republic daily 
D11c1•11c Nczm•imc N01•i11c, which has a distribution agree· 
mcnt with the Sarajevo daily ]tttamjc N<minc to make both 
papers available in Sarajevo and Banja Luka. 

A number of media outlets and journalists continue to 
receive direct and indirect fonding from political parties and 
interest groups. In addition, pressure frequently has been 
exerted on journalists and media, including in the form of 
threats, beatings, and exclusion from events. The most 
prominent case was the car bomb attack on the editor in 
chief of Zcljko Kopm1ja in October 1999. 

Freedom of expression is a key feature of both the 
Bosnian Constitution and the Human Rights Annex to 
the Dayton Peace Accords. Freedom of the press has also 
been a key priority of the international organizations that 
arc active in the country. The Communications Regula­
tory Agency (previously known as the Independent Media 
Commission) sets the regulatory framework for the me­
dia, including rules of conduct during elections. Bosnia's 
new legal framework for public broadcasting, adopted in 
2001, frees state television and radio from direct control 
of the national and entity governments and establishes them 
as independent entities. 

The High Rcpresentati\'e suspended criminal penalties 
for libel in July 1999, after the nationalist parties used it 
with increased frequency in 1998 against journalists. A new 
civil Law on Defamation, drafted by international experts 
under the auspices of the OSCE, was passed by both cnti· 
tics in early 2001. The law limits the use of defamation 
against independent journalists by guaranteeing freedom 
of expression and excluding defamation in cases in which 
the information reported "is substantially true." The law 
additionally protects the confidentiality of journalists' 
sources. The new legal framework, in combination with the 
change of government at the state and federation levels, has 
ended most attempts at limiting freedom of speech through 
the use of defamation or libel laws. 

The most important press and journalists' associations 
include the Independent Union of Professional Journalists 
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ofBiH, the Association of Journalists ofRiH, the Indepen­
dent Union ofJournalists of Republika Srpska, the Associa­
tion of Journalists of Republika Srpska, the Syndicate of 
Professional Journalists of the Federation of BiH, and the 
Association of Croat Journalists ofBiH. The OSCE has taken 
the lead in putting together an organization of indepen­
dent and financially viable radio stations known as the Bosnia 
and Herzegovina Radio Network (BO RAM). No informa· 
tion is available on the proportion of women in the mem­
bership of these organizations. 

Access tu the Internet is still limited in Bosnia. This is 
due mainly to the countqr's inadequate telecommunications 
infrastructure and the limited financial resources of most of 
its citizens. Nevertheless, the Internet has gained in popu­
larity throughout Bosnia. Access is widely available through 
Internet cafes and universities, where the cost is relatively 
low. In 1998, Bosnia had 0.9 Internet hosts per 1,000 
people, increasing to 1.4 per 1,000 in 1999. In 2001, an 
estimated 50,000 people in Bosnia were connected to the 
Internet. A number of private Internet providers have 
emerged in recent years. 

Freedom House's A111111al Stll'J>cy of Pt·css F1·ccd01n has 
rated the media in Bosnia as "Partly Free" since 1999. 

Governance and Public Administration 

1998 1999-2000 2001 2002 
6.00 6.00 6.00 5.50 

The Dayton Constitution provides for an elaborate set of 
checks and balances. The purpose of the system, however, 
is not so much to fine-tune the balance of power between 
the legislative and executive branches; rather, it is to pro­
tect the rights of each ethnic group in the country. As a 
result, the governments of the statewide institutions and 
the Federation are very weak. 

The three main legislatures of Bosnia have been marred 
by blocked decision making and a lack of transparency. Ac­
cording to Annex 4 of the Dayton Accords, the BiH state­
wide parliamentary assembly has responsibility for enacting 
legislation, deciding on the sources and amounts of rev­
enues for the government, approving budgets, and ratif)1-

ing treaties. Although the legislatures are the effective 
rule-making institutions in Bosnia and in the two entities, 
the process is cumbersome and slow. Under the Constitu­
tion, any of the three communities can declare a proposed 
parliamentary decision "destructive of a vital interest" by 
mustering the support of a majority of the delegates of that 
community-an option invoked repeatedly in the post-Day­
ton period. In order to pass, though, such a proposed deci­
sion then requires a majority vote in the House of Peoples 
by each of the three communities. 

In the Federation, the Council of Ministers must ap­
prove laws before they can be sent successively in draft and 
proposal form to each of the two houses of the Federation 
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Parli.1ment, which then must approve them in identical form. 
Also in the federation, a veto by either Croat or Bosniak 
dcputic1> can block a decision from being taken. 

Since the legislative institutions at all levels of government 
in Bol>nia arc frequently deadlocked, the High Rcprcsentativt: 
has frequently passed laws and decisions. Decision making is 
blocked not only in nuners of concern to representatives of 
the three nationalities, it is also frustrated by deputies who tear 
that a decision might reduce their popularity. Ultimately, this 
situation has made Bosnia function as a de facto, if not a de 
ju re, protector Jtc of the international community. 

Generally, most governments and public administrations 
in Bosnia have operated with little transparency. In June 
200 l, though, the entities and the central government 
adopted a freedom of Information Law that obliges gov­
ernments to disclose information to the public. The law 
guides the establishment of public access to public informa· 
tion and obliges the government to inform people on how 
to retrieve it. This law also provides a framework for jour­
nalists to obtain information that in the past has frequently 
been withheld . 

Under the Dayton Accords, Bosnia has a very weak 
central government with substantial powers delegated to 
subnational le\·els of government. According to Article III 
(3) of the accords, all powers and authorities not specifi­
cally granted to ccntrJI institutions reside with the entities. 
Thus, for instance, the central government until quire re­
cently has consisted of only three ministries (the Ministry 
for Foreign Affairs, the Ministry for Foreign Trade, and the 
Ministry for Civil Affairs and Communications). In 2000, 
three new ministries were created (the Ministry of the T rca­
sury for the Institutions of Bosnia-Herzegovina, the Minis­
try for Human Rights and Refugees, and the Ministry for 
European Integration). Each of the entities, on the other 
hand, has fully developed governments, including Defense 
and Interior Ministries. 

Within the Federation, power is further decentralized 
into 10 cantons. There arc 4 Croat and 4 Bosniak cantons. 
The other 2 are mixed. The cantons have a high degree of 
autonomy and possess their own constitutions, parliaments, 
and governments. In the Federation, most powers are vested 
in the cantons, including education and policing. Munici­
palities in the federation exercise sclt:govcrnment and arc 
democratically elected. The Constitution ofrhe federation 
docs not, however, spell out the specific powers of munici­
pal governments. Instead, since the cantons define their 
powers, there are 10 different types of self-government in 
the Federation alone. 

Although the Serb Republic is organized as a central­
ized, unitary entity, there have been frequent calls for a more 
regional approad1 to governmental organization in that 
entity. The Jbscncc of an intermediary level of government 
(that is, the cantons) is a reflection of a higher degree of 
centralization of the entity. 

Under the Dayton Accords, the district of Brcko has a 
separate status from the two entities. Although the Fedcra-

tion and the Serb Republic technically share sovereignty over 
the area, it is in efkct a third entity whose government is 
under the authority ofrhe common institutions ofBosnia­
Hcrzcgovina. In Man:h 2000, the High Representative for­
mally established the institutions of the district, which arc 
governed by a statute for Bn:ko. Brcko received its own 
Parliament, Constitution, and budgetary independence. 
Even more than in the two entities, the international com­
munity is involved in the city's governance. 

Bosnia-Herzegovina's first postwar local elections were 
held on September 13 and 14, l 997. The vote was a test of 
one of the key principles of the Dayton Accords: that people 
forcibly expelled from their homcs should be able to return 
and participate in the local political process. The voting was 
initially scheduled to be held in conjunction with national 
and entity-level presidential elections in September 1996. 
It was postponed in August l 996, however, because mas­
sive fraud was uncovered in the registration process, par­
ticularly in the Serb Republic . The Dayton Accords 
permitted displaced persons to register to vote in the mu­
nicipality in which they were currently residing if they could 
prove they had lived there before August 1996. Refugees 
could register to vote in a municipality where they intended 
to reside. Bosnian Serb leaders manipulated these rules by 
encouraging refugees and displaced persons to register in 
strategic locations such as Brcko, even though they had not 
lived there before the war and did not intend to live there 
afterward. Continuing problems with the registration pro­
cess resulted in two more postponements. 

In order to minimize the possibility of such fraud, the 
OSCE modified the original rules. Under the new regula­
tions, which came into effect for the April 2000 municipal 
elections, refugees registering to vote in a municipality other 
than the one in which they resided in 1991 must demon­
strate a connection to the municipality based on property, 
business, employment, or an invitation from a relative who 
lived in the municipality before the war. Of 485,000 refu­
gee voters, only a few thousand ultimately attempted to 
register-and ultimately received permission-to vote in a 
municipality other than the one in which they lived in 1991. 
Many observers argued that the fact that displaced persons 
were still able to vote in their new municipalities was a tacit 
acceptance of "ethnic cleansing." 

Fraud has been a major problem in Bosnian elections, 
despite the many efforts the international community has 
made to deal with it. In December 1999, the OSCE discov­
ered that the Bosniak-controllcd consulate in New York had 
falsified l 3,000 voter registration forms for the April 2000 
municipal elections. Izctbegovic's SDA was deemed rcspon· 
sible for the deceptions, and 15 SDA candidates were re­
moved from the ballots. 

Bosnia's second set of municipal elections took place in 
April 2000 and provided mixed results. Although the na­
tionalist SDA lost power in some important Bosniak-popu­
latcd areas, such as Sarajevo, Zenica, and Gorazde, in 
Croat-populated areas and in the Serb Republic, nationalist 



pJrtks continued to dominate. The SDP and the SBiH 
manJged to substantially reduce the power of the SDA 
mostly in urban areas, thus confirming a strong rur.11 -urban 
divide in the political choices among Bosniaks. Turnout 
among Croats was low, owing to their participation in mul­
tiple elections in 2000 and the absence of any significant 
politic.ii altenutive in most HDZ-dominated Jre,1s. The 
incn:.1se of the SDS in some parts of the Serb Republic was 
due in part both to the ban on the SRS and to a vote against 
the governing rnJlition of the Serb Republic that was viewed 
as unrepresentative and incftcctive. In November 2000, elec­
tions for the municipality ofSrcbn:nica confirmed the domi­
nance of the SDA among refugees and the strength of the 
SDS among Serbs living in the town. 

All levels of government in Bosnia .1rc plagued by a lack 
of financial resources. Most cantons ;md both entities have 
been or arc facing severe finJncial difficulties, despite the 
fact thJt international agencies have provided significant fi. 
nancial assistance and performed important service~ and 
functions such as running elections that arc usually vested 
with government agencies. 

Reflecting the high degree of dcccntraliLation in Bosnia, 
most revenues arc raised at the entity level. The state only 
has limited ability to raise its own taxes and relics most!}' on 
the entities for its budget. The Federation contributes two­
thirds of the operating costs tor Bosnian institutions, and 
the Serb Republic gives one-third. The 2001 budget for 
the state of Bosnia was 304.3 million konvcrtibilna marka 
($146 million). In contrast, each entity had a budget more 
than twice that size. Both entities spend a substantial part 
of their budgets on the military, together amounting for 6 
percent of the Bosnian GNP. When the entities failed to 
heed the international community's demands for more trans­
parent and reduced military spending, the OSCE organized 
a public awareness campaign to alert citizens about the 
country's high levels of military spending. 

The Federation and the Serb Republic receive revenues 
from tariffS, customs and excise taxes, fees, and penalties. 
The cantons in the Federation and the Serb Republic gov­
ernment receive the value-added tax on goods and ser­
vices, as well as taxes on businesses and personal incomes. 
The canrom finance municipalities by supplying them with 
20-30 percent of the turnover and income taxes. Simi­
larly, the Serb Republic is obliged to pay its municipalities 
a share of the taxes it collects. Although municipalities in 
both entities arc entitled to gather their own fees, penal­
ties, and some local taxes, these have been minor addi­
tions to their budgets. 

In August 2001, the Council of Ministers dratted and 
passed a state-level Law on Civil Service. It has yet to be 
adopted by Parliament. Until such time, the OHR insists 
that the recruitment of new civil servants to statewide levels 
of government be carried out in accordance with the prin­
ciples of the pending law, including the hiring of civil ser­
vants through open public competitions. The EU has 
recently launched a project on building a professional civil 
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service for Bosnia's statewide institutions. In the past, the 
civil service has been subjected both to political pressure 
and to the need to be representative of the three national 
groups. Given the number of layers of governance, espe­
cially in the Federation, each level of public authority tends 
to be relatively small, thus limiting the efficacy of the civil 
service. The joint state civil service is pJrticularly small. 

Finally, like other countries in the region, Bosnia­
Herzegovina has been seeking membership in European and 
Atlantic political and security structures. Due to the frag­
mentation of the political ~ystem and its slow transforma­
tion, Bosnia's membership in a number of international 
organizations has been delayed. Although the Council of 
Europe has set numerous conditions for Bosnian member­
ship, the country did clear one major hurdle in 2001 with 
the passage of the new Law on Elections. The Parliamen­
tary Assembly of the Council of Europe has recommended 
admission for Bosnia in January 2002, but as of this writing 
Bosnia had yet to fulfill the additional criteria to join. Simi­
larly, membership in NATO's Partnership for Peace pro­
gram has been delayed owing to the existence of two separate 
armies in Bosnia and the low degree of cooperation be­
tween them. 

RULE OF LAW 

1998 
6.00 

Constitutional, Legislative, 
and Judicial Framework 

1999-2000 2001 
6.00 5.50 

2002 
5.25 

The current Bosnian Constitution, which is contained in 
Annex 4 of the Dayton Peace Accords, was written mostly 
by American legal experts. It outlines the basic structure of 
the Bosnian state, establishes the system of joint institu­
tiom, and vests the Serb Republic and the Federation with 
all residual powers and authorities not expressly granted to 
statewide institutions. The two entities are specifically re­
sponsible for maintaining civilian law enforcement agen­
cies. Defense, taxation, and other functions not specifically 
vested in the central government arc also reserved for the 
entities. With a two-thirds majority vote, the legislatures of 
the Federation and of the Serb Republic can veto a federal 
presidency decision that relates to their respective entity. 
The High Representative oversees implementation of the 
Dayton Accords' civilian provisions. 

The Constitution, barring its human rights provisions, 
can be changed. Article X allows for constitutional changes 
with a two-thirds majority vote in the Bosnian House of 
Representatives and a simple majority in the House of 
Peoples. However, fundamental differences between the 
Serb Republic and the Federation have prevented any con­
stitutional reforms since the document came into force in 
1995. Although some political actors have Jdvocatcd a new 
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international conkrencc to correct ~omc of the state's in­
stitutionJI problems, most international actors have empha­
sized the need to folly implement the Dayton Accords first . 
The Constitutions of the Serb Republic and the Federation, 
both of which were passed prior to the signing of the Dayton 
Accords, arc subordinated to the Bosnian Constitution. 

The ConstitutionJI Court i~ the key institution charged 
with ensuring the implementation of the Bosnian Consti­
tution. This Court consists of nine members, four of whom 
arc selected by the House of Representatives of the Fed­
eration and two of whom arc sdccted by the Serb Repub­
lic National A~sembly. The president of the European 
Court of Human Rights selects the remaining three mem­
bers, who cannot be citizens of either Bosnia or a neigh­
boring country. The term for the Constitutional Court's 
first group of judges is five years and will expire in May 
2002. Subsequent appointees will be able to serve until 
the age of 70. 

The Constitutional Court can rule on any constitutional 
dispute between the entities or between the central state 
and any or both entities. In a landmark decision, the Court 
ruled in July 2000 that the three main ethnic groups repre­
sented in Bosnia-Bosniaks, Croats, and Serbs-enjoy equal 
status throughout the country. As the East E11r11pca11 Ctm­
stit11ti1111al RcPicn1 described it, "The so-called constituent­
peoples decision .. . stated that the entities' respective 
Constitutions could not give special rights or preferences 
to any of the three constituent peoples ... and had to guar­
antee the quality of all three groups across the entire terri­
tory of Bosnia and Herzegovina." 

In addition to the Constitutional Court, the state court 
of Bosnia and Herzegovina was established in December 
2000 by a decision of the HR. This court is charged with 
cases that lie within the purview of the state, such as citi­
zenship and foreign trade. In the Federation, municipal 
courts have originJI jurisdiction in most civil and criminal 
cases; cantonal courts have appellate jurisdiction over the 
10 cantons' municipalities. 

Reform of the criminal code has been ongoing in the 
pmt-Dayton period. ln 1998, the Federation House of 
Representatives replaced the criminal code of the Socialist 
federal Republic ofYugoslaviJ as well as the criminal code 
and criminal procedure code of the Republic of Bosnia and 
Herzegovina. The Serb Republic adopted a new criminal 
code in 2000 at the l l 111 session of its NJtional Assembly. 

Until 1998, police in both entities made wide use of 
Communist-era procedures that Jllowed them to arrest and 
detain individuals fr1r up to six months without bringing 
formal charges against them. Although the adoption of new 
criminal codes has significantly reduced this practice, some 
arbitrary arrests and detentions still occur. Likewise, there 
arc still reports in all areas of the country of police beating 
suspects and detai1m:s. In 1999, four prisoners died while 
in custody in Serb Republic prisons. Prison conditions are 
poor and below minimum international standards. More­
over, many of the judicial districts in the country have a 
tremendous backlog of cases. 

The Bosnian Constitution guarantees freedom from 
torture and inhuman or degrading treatment or punishment, 
the right to a fair trial, the right to privacy, freedom of reli­
gion, freedom of expression, freedom of assembly and asso­
ciation, the right to own property, and freedom of movement 
and residence. This document also states that all citizens 
enjoy these freedoms regardless of sex, race, language, and 
religion. It also states that all refugees and displaced per­
sons have the right to return freely to their homes of origin. 
They also have the right, according to Annex 7 of the Day­
ton Accords, to have property they lost during the war re­
stored to them or to be compensated for such property. 

The Constitution provides that the European Conven­
tion on Human Rights applies in Bosnia and Herzegovina 
and takes precedence over other law. The Council of Eu­
rope has held that all of the principles expressed in the Eu­
ropean Court's judgments concerning freedom of 
expression, regulation of hate speech, and regulation of 
broadcasting arc directly applicable. Annex 6 of the Dayton 

Table 5. Return of Refugees and Displaced Persons, January 1996 to July 2001 

REFUGEES DISPLACED PERSONS 
Bosnia ks Croats Serbs Other Total Bosnia ks Croats Serbs Other Total 

1996 76,385 3,144 8,477 33 88,039 101,402 505 62,792 42 164,741 

1997 74,756 33,568 11,136 820 120,280 39,447 10,191 8,452 205 58,295 

1998 78,589 23,187 6,765 1,459 110,000 15,806 4,325 9,139 300 29,570 

1999 18,440 6,299 6,332 579 31,650 24,907 6,760 11,315 403 43,385 

*2000 7,633 4,834 5,303 837 18,607 36,944 7,779 14,175 449 59,347 

*2001 2,565 2,485 5,134 369 10,553 18,198 3,094 14,804 153 36,249 

Total 258,368 73,517 43,147 4,097 379,129 236,704 32,654 120,677 1,552 391,587 

*Data for 2000 and 2001 indicate registered returns 



Accords provides for a Human Rights Commission consist­
ing of an ombudsman and a Human Rights Chamber. The 
ombudsman has the task ofinvestigating first-instance com­
plaints of alleged human rights violations. Serious cases that 
the ombudsman cannot settle arc rctcrred to the Human 
Rights Chamber, a judicial body that has the authority to 
make final and legally binding decisioni.. 

Although the human rights situation in Bosnia has im­
proved considerably since the end of the war, significant prob­
lems remain. The right of refugees and displaced persons to 
return to their former homes-a key provision of the Dayton 
Accords-has been particularly difficult to achieve. Since only 
approximately one-third of all refugees and internally dis­
placed persons have returned in the six years since the end of 
the war, the ethnic structure of Bosnia remains drastically 
altered in comparison with data available from 1991. 

The return of refugees to minority areas is connected 
with a number of factors and can be seen as a litmus test 
for the overall progress in stabilizing Bosnia. In the nar­
rowest sense, the return of refugees is dependent on the 
immediate security of those who wish to return . Second, 
the return process is largely conditional on a clarification 
of property ownership and the restitution of real estate to 
prewar owners. On a broader scale, the return of refugees 
is closely interconnected with the political representation 
and inclusion of the nondominant returnees into the po­
litical system. Even more pertinent is the lack of economic 
prospects for returnees, which is the result of both dis­
crimination and the absence of overall economic develop­
ment in Bosnia. 

The acceleration of the return of refugees to minority 
areas began in 1999 (sec table) and has increased dramati­
cally since. Overall, the return of refugees has been only 
partially successful. On the one hand, the acceleration of 
minority returns and the de facto completion of majority 
returns point to the possibility of success of this, probably 
most ambitious, chapter of the Dayton Peace Accords. At 
the same time, though, the fact that a majority of refugees 
and internally displaced persons have still not returned to 
their homes renders the assessment less optimistic. The 
general lack of success in refugee return, particularly until 
1999, can largely be attributed to obstruction at the local 
level. The Serb Republic in particular, even under more 
moderate governments, has obstructed returns out offear 
that Serbs could lose their political, social, and economic 
dominance in the region. There is also a regional compo­
nent to problem. That is, Bosnia, like other countries in 
the Balkans, is home to thousands of refugees. As such, 
the return process in one country is closely linked with 
that in neighboring states. 

Although the Bosnian Constitution explicitly prohibits 
discrimination, the cntit)' constitutions have openly favored 
one or two of the constitutional nations. However, under a 
July 2000 Constitutional Court decision, these institutional 
discriminations must be eliminated. Nevertheless, minorit)' 
ethnic and religious groups still experience discrimination, 
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and returning refi.1gees are frequently excluded from social 
services and health care. Many minorities also experience 
discrimination in the workplace. Religious freedom has also 
been curtailed to a certain degree. In the Serb Republic in 
particular, the reconstruction of mosques has been blocked 
or obstructed by organized incidents of violence, as was the 
case in May 2001 in Banja Luka and Trebinje. 

The Bosnian Constitution provides for an independent 
judiciary and reserves the administration of justice for the 
two entities. Although the ruling parties have developed a 
considerable degree of control over the judiciary in both 
the Serb Republic and the Federation, the recent change of 
government and the increased reform efforts of the inter­
national community led to some improvements in the inde­
pendence of the judiciary during the period covered by this 
report. In November 2000, for example, reform of the ju­
diciary in Bosnia was placed under the supervision of the 
Independent Judicial Commission. This commission, con­
sisting of Bosnian and international legal experts, reports 
to the High Representative and both monitors and inter­
venes in the work of the judicial reform commissions of the 
entities and cantons. Additionally, the commission moni­
tors the work of courts and prosecutors. 

The courts arc not linked directly to the Ministry of 
Justice or any other executive body. However, the various 
governments, through the Ministries of Justice, provide the 
judicial branches with their budgets. In both entities, the 
state is required to provide defendants with legal counsel. 

In June 1999, the presidents of the Associations of 
Judges and Prosecutors in the Federation and the Serb Re­
public adopted identical codes of ethics. These codes arc 
meant to apply to the members of the Association ofJudgcs 
of the Federation, the Association of Prosecutors of the 
Federation, and the Association ofJudgcs and Prosecutors 
of the Serb Republic. The codes provide a common frame­
work of conduct for judges and prosecutors throughout 
Bosnia and ensure that those involved in the judicial pro­
cess receive similar standards of treatment. 

In May 2000, the HR imposed a Law on Judicial and 
Prosecutorial Service in the Federation. The law was in­
tended to contribute to the dcpoliticization of the judiciary 
through the establishment of independent judicial selection 
commissions at the Federation and cantonal levels. Under 
the law, judges and prosecutors arc no longer to be ap­
pointed or dismissed without the affirmative recommenda­
tions of the independent commissions. The law also contains 
a provision under which all sitting judges and prosecutors 
arc subject to review over a period of the 18 months from 
the date the law was imposed. The HR also undertook similar 
efforts in the Serb Republic in 2000. In addition, in July 
2001 , the Independent Judicial Commission and the Min­
istry of Justice in each entit)' signed memorandums of un­
derstanding that spell out specific procedures for hiring 
judges and prosecutors in order to ensure higher profes­
sional qualifications overall and better representation of 
minorities. 
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A comiderabk problem \\"ith the judici.11 system in 
Bosnia is the fact th.ir judges .we fiTqucntly exposed to 
threats or h.1r.1ssment either hy the ruling political parties 
or sometime!> by local org.mi7ed crime figun:~. For instance, 
in April 2000, the Sarajevo weekly Dn11i reported that 75 
crimin.11 in<lictmcnts had been isl>ued Jga.imt l 4 wdl-known 
Sar;\jC\'o organized crime tigurcs but not one case had been 
concluded. Dn11i also reported a not1ce.1blc reluctance on 
the part of public prosel.'.utor1> to i~!>ue indictments or ap­
peal unfa\'orabk verdict1>. 

Another problem confronting the judicial systems in the 
post-D;1yton period has been judicial rnforl.'.ement. Since the 
country's judicial space is divided into three separate juris 
dictions, decisiom reached in one part of Bosnia arc gener­
ally of no conseqrn:ncc in another pJrt . Etforts to alleviate 
this problem h.n c been ongoing. In M.1y 1998, for example, 
the Ministers of Justice of the rederaLion <111d the Serb Re­
public signed .1 Memorandum of Understanding on the Regu­
lation of Legal Assist;u1ce Between Institutions of the 
Fcderntion of Bosnia and Herzegovina and the Serb Repub­
lic. The document addn.:sses such issues as tracing witnesses, 
serving of subpoenas, conducting reenactments and investi­
gations at the scene of a crime, and facilitating ad hoc coop­
eration between the entities. Within both entities, even when 
judicial officials attempt to render independent decisions, local 
authorities often reti.1sc to carry them out. 

Along with the domestic courts, an additional layer of 
the judiciary has been of major significance in Bosnia. In 
1993, the UN Security Council established the IntcrnJtional 
Criminal Tribunal for the Former Yugosla\'ia (ICTFY) in 
The H;1guc. Since then, internation.11 officials have criti­
cized all three factions (but especially the Serbs) for their 
lack of coopemtion with ICTFY authorities. Although the 
Serb Republic Parliament. concluded a hill in September 
2001 on cooperation with the tribunal, the efforts has been 
criticized as unnecessary, since the Serb Republic is already 
obliged to cooperate under the D.1yton Accord~. In the same 
month, 38 indicted Bosnian war criminals were still at large, 
most of them in the Serb Republic. 

Former Serb Republic president Biljana Phivsic vol­
untarily surrendered to the tribunal in January 200 l un­
der an indictment fr>r war crimes. She was later released to 
live in Belgrade pending the trial. In a landmark convic­
tion, the ICTFY sentenced Radishi\· Krstic, a former gen­
eral of the Bosnian Serb army, to 46 years in prison for 
genocide and crimes against humanity in connection with 
the fall of Srcbrcnica in July 1995 . The extradition of 
Slobodan Milosevic to The HJguc was perceived as a ma­
jor breakthrough in Bosnia, despite the fact that both 
Radovan Karadzic and Ratko Mladic are still at large. 
Milosevic was originally indicted fr1r war crimes in Kosovo. 
In October 200 I, when Milosevic's indictment w;1s ex­
tended to Croatia, Chief Prosecutor Carla dcl Ponte noted 
that additional indictments for crimes committed in Bosnia 
were forthcoming. 

Corruption 
1999-2000 2001 

6.00 5.75 
2002 
5.50 

Corruption is a key obstacle to economic reform and the 
establishment of the rule of law in Bosnia. In addition to 
problems comparable to those of other countries in transi ­
tion, Bosnia faces corruption resulting from the wartime 
union of nationalist p<lrtics and public administrations. Given 
the amount ofintenrntional aid flowing into Bosnia and the 
level of fragmentation of public authority, Bosnia is par­
ticularly \•ulncrable to corruption. 

Since the kgal and ethical standards proscribing public 
and private sel.'.tor activity for government officials arc rela­
tively weak, the international community has been working 
to improve them. In February 2000, the Provisional Elec­
tions Commission added amendments to its rules and regu­
lations governing elections in Bosnia that prohibit all elected 
officials and members of their immediate families from sit­
ting on the boards of companies in which the state owns 
more than a 25 percent stake or finances more than 25 per­
cent of its annual business activities. Elected officials and 
members of the government are also prohibited from sit­
ting on the boards of privatization agencies. These new rules 
reportedly forced more than 130 officials to resign from 
their elected mandates or from boards of enterprises, and 
more than l ,000 politicians to leave company managements. 
The new Law on Elections, passed in August 2001, obliges 
parties and candidates to disclose all resources and dona­
tions after an election. In addition , candidates must submit 
a statement to the electoral commission with information 
on their income and property holdings. Similar regulations 
existed prior to the passage of the law. 

A key Jnticorruption measure undertaken recently has 
been the closure of payment bureaus in the Serb Republic 
<llld the Federation that held a mo nopoly over managing 
financial transactions in the entities. Commercial banks and 
a variety of state institutions have taken over their responsi­
bilities. The bureaus' elimination, which was supported by 
the international community, put an end to a major source 
fi.>r state control over the private sector. In addition, a m1111-

ber of other legal mechanisms have been put in place to 
limit corruption. In May 200 I, for example, the Serb Re­
public government adopted a new Law on Public Procure­
ment. LJws on reforming the judiciary in both entities have 
also sought to reduce corruption. 

As part of the international community's efforts to re­
duce high levels of corruption in Bosnia, some public offi­
cials ha,·e been dismissed from their posts. The most 
prominent case was the High Representative's dismissal in 
2001 of Adhem Bicakcic, a former prime minister of the Fed­
eration, from the directorship o f Elektroprivreda (the 
Federation's electrical company) tor corruption and embezzle­
ment. The country's new central government has also initi­
ated investigations of the previous government, and its efforts 



have revealed a considerable degree of embezzlement .md 
fraud at several Bosnian embassies, espccially in Vienna and 
New York. Initiatives are under way to create a statewide 
body with repn:sentatives from both entities and the joint 
Ministry for European Integration to coordinate the: fight 
against corruption. The group will meet under the .iuspic.:e~ 
of the Stability Pact Anti-Corruption Initiative. 

At the entity level, the HR established the prn.t of spe· 
c.:ial auditor in March 200 I to oversee public funds at .ill 
levels of government in the Federation. Th<.: new govern­
ment in the Serb Republic h.1s also made the tight against 
corruption a priority, partly because the previous govern­
ment of Milorad Dodik had been perceived as prone to en­
gage in corrupt activities. The Parliament of the Serb 
Republic passed an anticorruption program in June 2001. 

Some nationalist parties continu<.: to solicit bribes. For 
example, in an attempt to finance the Croat sclf-govern­
men t, the HDZ sought illegal payments from private busi­
nesses in areas under their control . In April 200 l, the Office 
of the High Representative, SFOR, and local law enforce­
ment authorities took over the Hcn:egovacka Banka in 
Mostar. The bank was placed under special supervision, and 
its transactions were subject to international supervision. 

Significant corruption also exists at most lcvds of pub­
lic administration in Bosnia. Although it is difficult to assess 
the magnitude of corruption at different levels, corruption 
is most serious in the customs services and in the larger 
sphere of economic investment. Large-scale smuggling has 
deprived the state and its entities of significant income, and 
the payment of bribes is •l major barrier for potential invcs· 
tors in the country. In the civil service, low salaries have led 
many workers to demand bribes. Corruption is particularly 
widespread in the Serb Republic, where salaries tend to be 
even lower than in the Federation . 

A recent World Bank survey sought to evalu;ite the per­
ception of corruption among business managers, public of­
ficials, and the general public. Fifty percent of public officials 
admitted accepting bribes in exchange tor altering the con­
tent oflegislation; one-third noted that colleagues who re­
fused bribes were marginalized and sometimes even forced 
to quit. Among the general public, 20 percent admitted 
having paid or received bribes for public services. Both busi­
nessmen and members of the general public noted that cor­
ruption ii, preventing private investment and that the costs 
of business transactions had increased as a result of corrup­
tion. The institutions perceived to be most corrupt in the 
Serb Republic, according to J. survey by Transparency In­
ternational, arc the customs offices and public services pro­
viders; perceived as least corrupt arc churches, the army, 
educational institutions, and international organizations. 

In 2000, the international community made corrup­
tion, in terms of both raising awareness and prosecuting 
perpetrators, a priority. During the prcclection p<.:riod that 
year, the OSCE tried to raise awareness about corruption 
and encouraged citizens to vote against corrupt officials. In 
addition, the OHR carried out public awareness campaigns 
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lhrough posters and tclc,·il>ion and radio spots. A Bnsni.1n 
chapter of Transparency lnt<.:rnational opcn1.:d in r1.:bruary 
2001. The group's first report, which looks at allegations 
of corruption within the int<.:rnational community, moi,tly 
identifies lack of transparency in the international 
community's decision- making processes, particularly with 
r<.:gard to the distribution of aid, as a source of corruption. 
Although th<.: report ncith<.:r revealed new c:1s<.:s of corrup­
tion nor blam<.:d particular representatives of th<.: int<.:rna­
tional community, it did kad to a severe critique of 
Transparency International by some intcrn.1tional .1g1.:ncies. 
Transpar<.:ncy International does not rate Bo~nia in its an­
nual Corruptions Paception Index. 

ECONOMIC LIBERALIZATION 
& SOCIAL INDICATORS 

Privatization 

1998 1999-2000 2001 2002 
5.50 5.00 5.00 5.00 

Macroeconomic Policy 
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Microeconomic Policy 
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Despite more than five years of massive int<.:rnational aid to 
Bosnia, the economic and social situation in the country 
remains bleak. Although privatization has .1ccdcrated re­
cently, the stat<.: of the economy is weak and living stan­
dards remain low. The lack of economic progress and delays 
in the democratization of Bosnia have been closely inter­
twined. Political control over large parts of the economy 
fi.irthercd the rule of the nationalist parties who drew both 
financial benefit and patronage from the economic system. 
The fragmentation of Bosnia into three markets, tax regimes, 
and political systems has also prevented the influx of for­
eign investment and hindered the development of viable 
economic polici<.:s. 

Privatization has been seriously delayed in both the Serb 
Republic and the Federation for a number of years. The 
process initially rec<.:ivcd substantial international support 
and resulted in the creation of a complex system of 12 
privatization agencies, 1 for <.:ach c.mton <md entity. The 
Federation passed th<.: first privatization laws in 1997, but 
privatization of apartments and small enterprises did not 
begin until 1999. Mass privatization did not begin until 
October 2000. Th<.: delays, closely related to the unwilling-
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ne~s of the nationalist parties to lose resources and voter 
loyalty, kd to the suspension of American aid for the 
privatization program in late 1999. Frequently, managers 
have let their enterprises run down so that they themselves 
could purchase the businesses cheaply during the 
privatization process. 

Asignifirnnt portion of the privatization process has been 
carried out through the issuance of certificates that arc de­
signed to compensate citizens for lost earnings in banks and 
unpaid wages throughout the 1990s. However, few citizens 
have actually used their certificates to make direct investments 
in businesses. Instead, their dire economic situation has led 
them to sell the certificates well below their nominal value, 
mainly to a small group of investors. Most companies in the 
Federation have been p1ivatized with these certificates; only 
about 25 percent of the purchases have been made with cash. 
In the Serb Republic, a similar system of certificate 
privatization has been used. Although the sale of certificates 
well below their value has been avoided by linking them to 
the actual worth of the businesses, other hurdles were cre­
ated to prevent minorities from taking control of privatized 
apartments or businesses. The key problem of certificate-based 
privatization has been the resultant lack of infi.tsion of new 
capital. The mixture of voucher and cash in the requirement 
for purchase bids (except fi.)r ap•lrtmcnts) has fi.trther com­
plicated the process and excluded citizens who don't have 
sufficient resources. Instead, ptivatization has frequently been 
cartied out to the advantage of businessmen who arc close to 
one of the nationalist parties. 

The privatization process in Bosnia is expected to con­
tinue for another couple of years. Included in the plan is 
the sale of companies under international tenders. This phase 
of the process-if buyers can be found-potentially could 
provide the government with substantial revenues. At the 
same time, there is the danger that many newly privatized 
companies will collapse due to a lack of investment. 

In addition to the difficulties of privatization, Bosnia has 
received very little foreign investment in the postwar years. 
In fact, the World Bank has noted that it ranks at the bottom 
of the countries in the region in terms of foreign investment. 
For example, between 1996 and 1999, Bosnia received an 
annual average of$4.7 million in foreign investment. Neigh­
boring Macedonia, the second lowest recipient of foreign 
investment, averaged $43 million annually. Although the rate 
of foreign investment has picked up in recent years, the over­
all amount remains quite low. Foreign investors arc now con­
cerned more about a tax system that is fragmented and lacks 
transparency than they arc about political instability. To im­
prove the climate for foreign investment, Bosnia opened an 
international tender bureau in 2000 that is charged with the 
sale of 137 companies in both entities. To date, though, the 
bureau, which is supported by the U.S. Agency for Interna­
tional Development, the German GTZ, the World Bank, and 
the EU, has had limited success. 

In the second halfof2001, though, a handful of major 
companies were successfully sold to foreign investors. The 

Belgian beer company lntcrbrew, fix example, acquired the 
Banja Luka Brewery. In the Federation, a Slovenian com­
pany invested in the Volkswagen-Unis factory, and an Aus­
trian company purchased a cement factory. Although these 
saks did not mark a significant turnaround in Bosnia's in­
ternational investment climate, they did indicate important 
improvements over previous years. 

Most international contributions to the Bosnian 
economy come in the shape of foreign aid. By 2000, more 
than $5 billion in aid had been flown into Bosnia since the 
end of the war. Since 1999, the amount of aid given has 
dropped to approximately $800 million per year. In 1999, 
the World Bank launched a program to give the two cnti­
tic:-. and the central government $300 million over three 
years to carry out reforms in banking, the tax sector, and 
social services. Due to the slow pace of reform, though, the 
distribution of this aid has proceeded more slowly than 
planned. 

Under the Dayton Accords, monetary policy is the re­
sponsibility of the central government. In 1998, the Central 
Bank began to issue the konvertibilna marka (KM), which is 
fully convertible and, under the rules of the country's cur­
rency board, was pegged at a parity rate first with the Ger­
man mark and since 1999 at 1. 96 to the curo. After initial 
resistance by many Serbs and Croats, the KM became the 
main currency in Bosnia along with the German mark. De­
spite the switch of the German mark, which was used inter­
changeably in large parts of Bosnia, to the euro on January 
1, 2002, the KM will remain in circulation. 

In the banking sector, the closure of the payment bu­
reaus in January 2001 marked a major step in reform. Until 
then, the bureaus had taken on many tasks traditionally re­
served for commercial banks. All companies were obliged 
to funnel their payments through these institutions, which 
had split during the war into separate Croat, Serb, and 
Bosniak networks. The bureaus were not only ineffective, 
slow, and costly, they were also subject to political interfer­
ence and corruption since they were under governmental 
control. When nearly 3000 such bureaus were closed, com­
mercial banks took over most of their tasks. 

Data on the number of functioning banks in Bosnia 
vary. There arc approximately 33 to 38 operational banks 
in the Federation and 19 in the Serb Republic . Banks oper­
ate with limited capital and maintain small operations. The 
entities themselves hold more than 90 percent of all bank 
assets. Although some banks in the Federation have been 
privatized recently, the process has been slower in the Serb 
Rcpu blil: owing mainly to lack of interest. 

Slow progress in economic reform has negatively af­
fected social development in the country. Unemployment 
in both entities stands above 40 percent. Average monthly 
incomes arc only 437 KM (approximately $200) in the Fed­
eration and 299 KM (approximately $136) in the Serb Re­
public. And as the International Crisis Group has noted, 46 
percent of the Federation population and 75 percent of the 
Serb Republic population cannot afford the basic basket of 



goods :md food frir a family of four. 
In addition to sabrics, pensions arc low and paid infre­

quently. In November 2000, the OHR made a decision on 
amending the Law on Pensions, since Parliament itself could 
not agree on refrmns. The new law provides for a minimum 
monthly pension of I 17 KM (approximately $53) in the 
Federation Jnd 80 KM (approximately $36) in the Serb 
Republic. In addition, the law improves the mcch.111isms 
for the collection of pension contributions. Although the 
reform measure formally reduces pensions, the fact that it is 
supposed to contribute to greater regularity in the distribu­
tion of payments is considered a positive step. Nevertheless 
pensioners in both entities, but especially in the Serb Re­
public, continue to protest payment delays. 

Bosnia's tax system is still in need of reform. The nomi­
nal tax burdens ;ue excessive, and the state suftcrs from an 
inability to collect taxes eftcctivcly. Due to the country's 
porous borders and uneven tax regulation and enforcement, 
a significant share of goods sold in Bosnia is not taxed. In 
particular, lower tax rates in Brcko and the persistence of its 
notorious Arizona Market ha\•e contributed to a significant 
loss of revenue for both entities, but especially for the Serb 
Republic. The Arizona Market, a sprawling bazaar that of­
fers a wide range of products, is estimated to account for 
$100 million per year in lost revenues for the state. Current 
discussions on reform of the tax system focus on the pos­
sible introduction of a value-added tax. 

Bosnia's educational and health care system suftcred 
severely in the war and have not recovered since. In par­
ticuhu, high defense expenditures in both entities have lim­
ited the a\•ailability of resources for social services and 
education . The Dayton Peace Accords vested responsibility 
for educational policy with the entities. In the Serb Repub-
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lie, education is governed in a highly centralized fashion. In 
the federation, though, each canton has its own Ministry 
of Education. A'i a result, there arc no institutional mecha­
nisms in place for the reintegration of a national system. 
Education throughout Bosnia is, with few exceptions, pub­
lic. Private education lacks both tradition and resources. 

The health care system is still largely divided among 
the Serb, Croat, and Bosniak communities. The total ex­
penditure on health care amounts to 12 percent of GDP, 
significantly higher than the 3-5 percent of comparable 
countries. Despite one of the highest contribution rates in 
Central and Eastern Europe for health benefits ( 18 percent 
of gross salaries in the federation and 21 percent in the 
Serb Republic between 1997 and 1999), the funds are in­
sufficient to cover the costs of the system. An indication of 
the overall decline of the health care system is declining lite 
expectancy. Since 1989, it has fallen from 69.2 to 68.78 for 
men and from 74.6 to 74.31 for women. Infant mortality is 
high, with 11 per 1,000 live births. 

As a consequence of the lack of progress in interethnic 
relations, public distrust in institutions, and overall economic 
and social decline, a significant share of the population has 
either emigrated or would like to do so. According to offi­
cial figures, between the end of the war in December 1995 
and the end of 2000, more than 100,000 Bosnians left the 
country (approximately 2.6 percent of the population). More 
than 60 percent of all Bosnian youth would like to leave. 
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Polity: Parliamentary democracy 

Economy: Mixed capitalist (transitional) 

Population: 8, 100,000 

GNI per capita at PPP$ (2000): 5,560 
Capital: Sofia 

Ethnic Groups: Bulgarian (83 percent), Turkish (9 percent), 

Roma (3 percent), other (5 percent) 

Size of private sector as% of GDP (mid-2001 ): 70 
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The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. The opinions expressed in this report are those 
of the author . 

l .. 
..J,..J, and 1'1' indicate score changes of .25 or more . ..J, and 1' 
indicate changes of less than .25 . 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 3.90 1'1' 3.55 1' 3.31 1'1' 3.06 1' 3.00 

Rule of Law na na 4.13 4.13 1' 4.00 
Economic Liberalization 5.38 1'1' 4.08 1'1' 3.75 1'1' 3.50 1'1' 3.25 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 1,563.1 1,178.6 1,230.0 1,489.6 1,514.5 1,475.8 1,619.2 

Real GDP growth(% change) 2.1 -10.9 -6.9 3.5 2.4 5.8 4.0 

Inflation rate 62.0 123.0 1,082.0 22.2 0.7 9.9 8.0 

Exports($ millions) 4,967.0 4,689.0 4,809.0 4,193.0 4,006.0 4,812.0 5,100.0 

Imports($ millions) 4,930.0 4,568.0 4,488.0 4,574.0 5,087.0 5,988.0 6,800.0 

Foreign Direct Investment($ millions) 82.0 81.0 503.0 537.0 836.0 1,000.0 500.0 

Unemployment rate 11 1 12.5 13.7 12.2 16.0 17.9 17.4 

Life Expectancy (years) 70.9 70.8 70.7 71 .1 71.4 71.5 72.0 



INTRODUCTION 
e year 200 I proved to be a volatile one tor Bui­
aria, and two important elections dramatically 
hanged the political status quo in the country. In 

parliamentary elections in June, a coalition led by former 
King Simeon Saxe-Coburg-Gotha, or Simeon 11, and the 
National Movement for Simeon 11 ( NMSS) won a landslide 
victory. This coalition succeeded the government of the 
Union of Democratic Forces (UDF)-the first one to st.1y 
in power for a full four-year mandate. The presidential elec­
tion in November brought to power Georgi Parvanov, the 
leader of the former Communist Party. Even though both 
elections were free, fair, and well organized, the fact th.it 
their outcomes surprised pollsters, the general public, and 
international observers revealed three worrisome trends. 

The first reason for concern is the growing gap between 
popular perceptions of the democmtic system and the elite's 
own agenda. For example, although the UDF government 
launched a series of comprehensive macroeconomic and 
structural reforms, introduced a currency board, intensi­
fied the privatization process, and revamped the tax system, 
these changes had an increasingly negative impact on fam­
ily budgets. At the same time, the public grew more cynical 
about politicians' unfulfilled promises to lower crime rates 
and complete retorm of the judicial system, as well as about 
persistent allegations of corruption and dientelism within 
the government administration. The 2001 electoral cam­
paigns, with their intense focus on achievements in macro­
economic stabilization, international prestige, and EU 
integration, only emphasized the disparity between the at­
titudes of the ruling elite and the living standards of the 
electorate. Having failed to account for this growing gap, 
politicians and pollsters seemed equally surprised by the scale 
of Simeon II's victory in the parliamentary elections and 
the low level of turnout for the presidential contest. 

The second alarming trend is the growth of antiparty 
sentiments. The economic difficulties that have character­
ized the years of transition inevitably tarnished the image 
of Bulgaria's main political actors. For the past 12 years, 
voter support has alternated between two main political 
parties, the UDF and the Bulgarian Socialist party (BSP), 
and open public protests and weak support of the incum­
bent government have typically preceded parliamentary 
elections. However, each new government has consistently 
failed to reverse negative trends, and neither party has ever 
managed to live up to the expectations of voters. Hence, 
over time, a large part of society grew pessimistic that al­
ternations in political power would ever produce positive 
results. Growing voter dissatisfaction with post-Commu­
nist reforms evolved into distrust of the entire political 
elite, regardless of its role as an opposition or ruling ma­
jority. The impressive victory of the NMSS only three 
months after its formation embodies this distrust. Never­
theless, in the long run, the public's growing lack of con-
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fidcncc in political parties could be a potential thrc.lt to 

the stability of Bulgaria's democrntic system. 
The third disconcerting trend of the past year was the 

alarming decline of public confidence in Bulgaria's demo 
crntic institutions. Although the democratic .'>ystem stand~ 
on a solid foundation and has fonctioncd relatively well 
during the transition period, the public's trust in its effi­
ciency has decreased significantly. The apparent di\ ision 
between the popular vote and public opinion on the one 
hand and governance on the other has caused .11>ubstantial, 
and increasing, number of people to lose interest in solving 
their problems via the state or civil society. This trend only 
further weakens Bulgaria's democratic institutions and ren­
ders central policy making less meaningful. lt also m;1kes 
anticorruption initiatives practically impossible to implement. 

Although these trends fail to signal an immediate threat 
of violent breakdown in the country, they do suggest the 
potential for the slow erosion of Bulgaria's democratic in­
stitutions. Without implementation of adequate policies, 
economic growth will continue to predominantly benefit 
small parts of the elite and, as a general rule, the less bw­
abiding parts of society. This sentiment appears to have been 
prevalent among the Bulgarian electorate during both the 
parliamentary and the presidential elel-tions in 2001 and 
may account for the surprising electoral re~ults. Apparently, 
most voters have lost trust in any elite indi,·idual or institu­
tion that has, directly or indirectly, brought about the present 
situation . Even Bulgaria's new prime minister, only six 
months after his election victoq•, suffered from dramatic 
drops in his approval ratings. Likewise, 55 percent of the 
public expressed no confidence in Parliament and 59 per­
cent no confidence in the courts at year's end. 

These three disconcerting trends aside, Bulgaria's po­
litical system docs have its strengths, induding a stable 
parliamentary system that adheres to democratic practice. 
For more than a decade, Bulgaria has conducted elections 
that are free, fair, and orderly and adhere to the rule of 
law. Likewise, power has changed hands peacefi.tlly between 
parties and individuals that represent both the Left and 
the Right, and there is a stable tradition in place of main­
taining effective minority representation in Parliament, 
even if it is still limited to the party of the ethnic Bulgarian 
Turks. Parliament functions smoothly and strictly follows 
its rules of order. The Constitutional Court has repeat­
edly declared laws proposed by the National Assembly to 

be unconstitutional, and Parliament has revoked them . The 
former president consistently tried to establish himself as 
a nonpartisan representative of the entire nation, and 
Bulgaria's new president will most likely follow the same 
pattern. However, although the. government adheres to 
the Constitution and to laws, the judiciary remains the 
least reformed branch of power. Print media arc free of 
state control, and electronic media are gaining in inde­
pendence as private companies successfully set up radio 
and television stations. Nongovernmental organizations are 
active in all walks of public lite. 
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Thus, whether one is a pessimist or an optimist abottt 
the political system in Bulgaria depends on the evidence 
one chooses to believe: the encouraging macroeconomic 
indicators or the opinion polls that show growing di~satis­
faction with the nation's political elites. Either way, the main 
strengths of the political system arc dear and derive from 
three factors. rirst, since 1989 there has been no alterna­
tive to the democratic political order. Despite some diffi­
culties in the past 10 years, the fate of democracy in Bulgaria 
has never been in question. Second, the positions of 
Bulgaria's political parties on key political issues have con­
verged. That is, all major political forces sec membership in 
the European Union and NATO as the country's main goals. 
And third, Bulgaria's political system has proved itself ca­
pable of overcoming political crises without threatening the 
democratic order. 

DEMOCRATIZATION 

1997 
3.25 

Political Process 
1998 1999-2000 2001 
2.75 2.25 2.00 

2002 
2.00 

Bulgaria has a purely proportional electoral system in which 
voters express a prderence for parties only. The most recent 
parliamentary elections took place on ] une 17, 2001, and 
marked the first completion of a full four-year mandate by a 
government since 1989. I van Kostov, the prime minister and 
leader of the ruling center-right U D F, had governed the coun­
try with authority and undertaken unpopular market reforms. 
Despite impressive macroeconomic results, unemployment 
remained at 18 percent, social programs were wanting, and 
suspicions of corruption and clientelism were rampant. All 
these factors had worked together to undermine public sup­
port for the UDF's policies, and, as a result, an electoral show­
down was expected between the UDF and the BSP, the 
country's pro-NATO former Communists. Three months 
before the elections, though, the country's king in exile, 
Simeon Saxe-Coburg-Gotha, announced the creation of a 
new party called the National Movement for Simeon II. On 
election day, the NMSS won 43 percent of the vote for 120 
of Parliament's 240 seats. The UDF took 18 percent of the 
vote, or 51 seats, and the BSP won 17 percent of the vote, or 
48 seats. The only other party that passed the 4 percent thresh­
old for gaining representation in Parliament was the ethnic 
Turks' Movement for Rights and Freedoms (MRF), which 
received 7 percent of the vote and 21 seats. The magnitude 
of the king's victory was entirely unexpected. His NMSS 
achieved victory in all societal groups regardless of income, 
age, or education and in 28 of the country's 31 regions. Voter 
turnout was 67 percent. 

Expelled by the Communist authorities in 1946 at the 
age of nine, Simeon had traveled regularly to Bulgaria in 
recent years. In April 200 l, after a decision of the Consti-

tutional Court effectively rendered him ineligible to run 
for the presidency, he announced his intention to partici­
pate in the parliamentary elections as leader of the NMSS. 
The former monarch's declaration came as a surprise to 
Bulgaria's politicians but was welcomed by the country's 
increasingly apathetic public. Thus, the seemingly extraor­
dinary victory of Simeon lends itself to an ordinary expla­
nation. By declaring that he would "establish and lead a 
public movement for new ethics in politics and for new eco­
nomic solutions, with ideas that are new for Bulgaria and 
with new people to steer it," Simeon successfully appealed 
to the anti-status quo and to the anti-e~tablishment senti­
ments of voters. 

Even though the NMSS was only a seat short of an 
absolute majority, it established a coalition government so 
as to avoid massive opposition in the legislature. Given this 
strategic objective, the formation of the new government 
proved the former king's second success, the first, of course, 
being hi!> electoral triumph. Following several rounds ofne­
gotiations, the NMSS and the MRF signed an agreement 
to govern the country together. Likewise, after he became 
the prime minister, Simeon proceeded to make more politi­
cal history by appointing two ethnic Turks and members of 
the MRF to his government. As a result, for the first time 
since gaining its independence from the Ottoman Empire 
in 1878, Bulgaria has ethnic Turks as ministers. Simeon also 
managed to appease the ESP-potentially the most out­
spoken enemy of the coalition-by inviting two prominent 
mayors with BSP connections to take key positions in his 
cabinet. The UDF, however, would not accept the role of a 
junior partner, and it currently is the only political force 
that dearly remains in the opposition. 

Simeon entered the political race with only three precise 
intentions: to reverse the negative aspects of economic re­
form within 800 days, to introduce higher ethics in politics, 
and to involve a greater number of women in his movement. 
He promised immediate increases in retiree pensions, child 
benefits, and teacher and police salaries; antidrug measures; 
quality health care for every Bulga1ian; reform and modern­
ization of the nation's education system; popularization of 
sports activities; and a program of microcredit lending and 
promotion of small and medium-size businesses with soft­
term loans of up to 10,000 Bulgarian leva, or BGN ($5,000). 

The willingness of the ex-king to alleviate the plight of 
persons most affected by the economic reforms of the previ­
ous government was admirable, and his platform, combined 
with his charisma, appealed to the majority of Bulgaria's vot­
ers. However, once prime minister, Simeon faced the harsh 
and impossible task of matching his plans to the realities of 
building and maintaining a market economy according to 
IMF standards. Voter dissatisfaction with this turn of events 
was quickly retlected in public opinion polls. And Simeon, 
who rarely talks to the media, often appears offended when 
journalists insist on clear answers to urgent policy questions. 

Bulgarian women are active voters. In some elections, 
especially for the president of the republic or for local may-



ors, the number of women voters is higher than that of men. 
Women arc under-represented in government institutions. 
However, the NMSS met one of its platform objectives for 
the 2001 parliamentary elections when it included an un­
precedented number of women in top positions on electoral 
lists. A~ a result, 25 .4 percent of current members of Parlia­
ment arc women, compared to 7.5 percent in the previous 
assembly. There arc also two temale ministers in the govern­
ment, one of whom is a deputy prime minister. 

Bulgaria\ Election Law has experienced only minor 
changes since its adoption in l 991, including in April 2001, 
just two months prior to parliamentary elections. As of June 
2001, the Central Election Commission had registered 54 
political parties and coalitions to participate in the parliamen­
tary elections. The number of parties and coalitions regis­
tered for the l 997 parliamentary elections was 38; for the 
1999 local elections, 96. 

The Constitution of Bulgaria bans the formation of par­
ties on the basis of ethnicity, religion, or race. However, al­
though the statutes of the MRF state that members arc 
welcome regardless of their ethnicity or religion, the party is 
for all intents and purposes an ethnic one representing the 
interests of Bulgarian Turks. Even though only a small num­
ber ofnon-Turks belong to the party, the Constitutional Court 
still ruled in 1992 that the MRF is not unconstin1tional and 
can function as a normal party. That ruling marked the be­
ginning of the successful Bulgarian experiment in peacefol 
ethnic coexistence. 

Six pairs of presidential and vice presidential candidates 
competed in the last presidential elections, which took place 
on November 11and18, 2001. The electoral campaign was 
rather intense, and the media covered it well. Although low 
voter turnout was expected, the record low showing of only 
41.76 percent of the electorate surprised even pollsters. (Turn­
out in the second round was 55.09 percent.) The other sur­
prise, which illustrated clearly the public's growing impatience 
with the political establishment, was the small margin be­
tween the top two candidates in the first round: the incum­
bent, President Petar Stoyanov, who gained 34.95 percent 
of the vote, and Georgi Parvanov, the leader of the former 
Communists, who received 36.39 percent. Stoyanov ran as 
an independent candidate with the endorsement of the UDF, 
the NMSS, and several smaller parties. 

It is worth mentioning that President Stoyanov lost the 
election despite having three things in his favor. First, he was 
generally considered a good president. Second, the new prime 
minister endorsed him, even ifhaltl1eartedly. And third, poll­
ing data suggested that Parvanov had no chance of winning. 
Therefore, the most plausible explanation for the race's sur­
prising results seems to be that voters still associated Stoyanov 
with the UDF, even though he ran as an independent candi­
date. The political wave that swept the UDF out of power 
five months earlier apparently had not yet subsided. How­
ever, one could also argue that the government as a repre­
sentative of the political class in general, and not the UDF 
specifically, had been defeated in both elections. That is, vot-
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ers simply cast their ballots against the government as a whole 
for failing to meet their expectations. 

From 1996 to 200 I, President Stoyanov was a key fig­
ure in Bulgaria's democratic transition. He was the one poli­
tician who enjoyed public trust in the winter of 1997, when 
the outcry over hyperinflation moved the country to the brink 
of civil war. He presided over the successful introduction ofa 
currency board, the end of hyperinflation, the first successful 
completions of agreements between Bulga1ia and the IMF, 
the stabilization of the country's banking system, and the 
start of negotiations on membership in the European Union. 
Stoyanov was also the first Bulgarian politician to persuade 
the nation about the necessity of providing NATO a corridor 
through its airspace. 

Bulgaria's new president, Georgi Parvanov, represents 
the social democratic wing of the BSP, and he is considered a 
reform-minded leader of the former Communists. Parvanov's 
resume is slightly tarnished because he began his political 
career in 1990 as a member of the ultranationalist Social 
Committee for Defense of National Security, a protest move­
ment against the reestablishment of the political rights of the 
Turkish minority in the country. Given that Parvanov re­
mained an outspoken opponent of the M RF as late as 1996, 
his political partnership with the party has proved quite sur­
prising. If his commitment to minority rights remains strong 
throughout his mandate, the new president will prove wrong 
those who argue that he joined forces with the MRF only to 
win votes. 

Parvanov has pledged continuity with the work of his pre­
decessor and has named full membership in NATO and the 
EU as especially important goals for the country. However, 
the political record of Parvanov's vice president, Angel Marin, 
and advisory team gives some cause for concern. Marin is a 
retired general who was fired in 1998 for publicly disagreeing 
with military reforms and with the country's focus on joining 
NATO. Likewise, the presidential advisory team includes two 
foreign policy advisers who are known for their opinions that 
Bulgaria should keep close tics with Russia even if it jeopar­
dizes its plans to join NATO. Parvanov's national security ad­
viser and national defense secretary are also ambivalent toward 
Bulgarian integration in the EU and NATO. It remains to be 
seen how the new president will tackle the differences between 
the political biographies of his advisers and his pledge for con­
tinuity in the country's national priorities. 

1997 
4.00 

1998 
3.75 

Civil Society 

1999-2000 
3.75 

2001 
3.50 

2002 
3.25 

Over the last 11 years, Bulgaria has produced a large num­
ber of nongovernmental organizations. However, only a 
small portion of these can be considered truly effective. 
That is, since neither the government nor individual citi­
zens have truly benefited from the existence and work of 
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NGOs, one (annot yet conclude that Bulgaria ha~ a folly 
developed civil society. 

According to the 1998 Dircct01·y <f N1111pn~f'it Ow1111i­
zntiom in Bulgnria, published by the Information Center 
of the Open .Society fund of Sofia, more th;m l ,000 non­
profit organizations were active in more than 50 towns. 
These groups focused on crucial an:as of Bulgarian social 
life, including human rights, minority iJ;sucs, health care, 
education, women's ii.sues, charity work, public.: policy, the 
environment, culture, science, social services, information 
technology, religion, sports, and business development. It 
remains unclear how many people arc actively engaged in 
private voluntary activity today. 

The Bulgarian Women's Union is one of two major 
women's group~ in Bulgaria. It has 25 chapters in Sofia and 
another 24 around the country. The second group is the 
Democratic Women's Union, which is the successor of the 
Communist-era Women's Union. All ethnic groups, includ­
ing Turks, Roma, Bulgarian Muslims, Armenians, and Jews, 
have their own NGOs that arc engaged in a variety of civic 
activities. Roma arc especially interesting in this respect. 
Although they arc not represented in the government, some 
of their NGOs function as political discussion clubs and 
protoparties. There arc around I 50 functioning Roma 
NGOs throughout the country. The number of registered 
Roma groups is at least three times greater. 

Churches also engage in charitable activities by distrib­
uting aid and creating local networks that assist the elderly 
and children. The main religious denomination in Bulgaria 
is Eastern Orthodoxy, but there arc numerous religious 
minorities. According to existing data, 84.9 percent of the 
population is Orthodox Christian. Another 13.1 percent is 
Muslim; 0 .8 percent, Jewish; 0 .7 percent, Catholic; 0 .3 
percent, Protestant; and 0.2 percent, other. Although there 
are no clear data on worship attendance levels, some re­
ports indicate that Evangelical Protestants tend to partici­
pate in religious services more frequently than members of 
other religious groups. Members of the Catholic commu­
nity also regularly attend religious services. The Muslim, 
Catholic, and Protestant communities arc among the most 
dynamic religious organizations in the country. Their main 
activities include charitable work and organizing gatherings 
of their members. Although the Orthodox Church remains 
the mo~t influential one in Bulgaria, only a small percent of 
the population attend its services regularly. 
· NGO registration runs smoothly and does not involve 

more than the expected formalities that any group of people 
can easily meet. Registration is not costly and takes approxi­
mately one month to complete. In October 2000, the Na­
tional Assembly adopted a new law on NGOs that loosens 
ties between NGOs and the executive, enters all NGOs into 
a transparent public register, allows groups to engage in 
for-profit activities under certain conditions, and requires 
all groups to conduct annual audits. NGOs helped draft the 
law and lobbied for it in the assembly. In its 2002 budget, 
tl1e government allocates some financial resources for NGOs. 

According to the Corporate Taxation Act of 1997, "the 
balance before taxation could be decreased by up to 5 percent 
of the positive balance, provided donation:. are deducted from 
the capital reserves, through donations to" educational, healtl1 
care, scientific research, charitable, social welfare, environmen­
tal, and other nonprofit groups. Although tl1is provision is a 
fir~t step in encouraging corporate philanthropy, it has not 
sutlkiently induced businesses to give money to NGOs. To 
dJtc, more than 80 percent oftl1c fonding for the NGO sector 
still comes fi-om foreign sources. The government doc~ not 
tax NGOs themselves, but they must comply with tl1c Local 
Taxes and TJritls Act of 1997, which states that "exempt from 
donation taxes are not-for-profit legal entities and the dona­
tions they receive or accept provided that such donations cor­
respond to their charter mission and goJls." NGOs may also 
carry out for-profit activities, provided tl1c work docs not clash 
with their aims and is registered separJtdy. Groups must pay 
normal taxes on all such fix-profit work, and t11ey must invest 
all net profits into their main activities. 

NGOs have proved to be an important and needed 
part of society. The government has gradually learned to 
be tolerant of them and occasionally has even taken the 
initiative to use their expertise. The most recent example 
of the government's changing attitudes toward the NGO 
sector was the formation of a parliamentary committee 
that addresses the problems of civil society. The public 
council of this commission includes 2 I members repre­
senting 28 NGOs. Other parliamentary committees re­
cruit NGO experts as advisers when they organize public 
hearings on issues of national importance . Most govern­
mental officials, however, still retain some hostility to­
ward NGOs. A clear example of this rivalry surfaced in 
the context of the recent anticorruption campaign, dur­
ing which some public foundations affiliated with the 
UDF became the target of extensive investigation . Al­
though the investigation has not yet produced any evi­
dence ofmismanJgcment, these foundations have received 
rather hostile coverage in the media . 

There arc three large independent trade unions in Bul­
garia. The successor of the Communist era is the Confed­
eration oflndependent Trade Unions in Bulgaria. Podkrepa 
(Support) was established in 1989 as part of the political 
opposition, and Promyana (Change) emerged during the 
civil unrest ofl 997 with the support of the UDF. Together, 
these trade unions represent around two million workers. 
Although the overall influence of trade unions ha~ increased 
in recent years, there is an opposite trend in actual mem­
bership. This is due chiefly to the restructuring of the 
economy and large-scale privatization, which have caused 
all-time levels of unemployment. Trade unions take part in 
the so-called tripartite commission for negotiations with the 
government on wages in different branches of industry, 
management policies, and the privatization of individual 
enterprises. Workers' rights to engage in collective bargain­
ing and to strike arc protected by law. There are growing 
numbers of farmers' groups and small-business associations. 



The participation of interest groups in politic~ remains 
largely unregulated . Think tanks have repeatedly urged the 
National Assembly to legalize and regulate lobbying, tecl­
ing sure that this will result in better trnnsparency and deal 
a blow to clientclism. They have been unsuccessful thus far. 

Bulgaria's education system is sufficiently free of po­
litical influence and propaganda. The most serious prob­
lems facing Bulgarian students :m: the continuous revisions 
of educational requirements imposed by the Ministry of 
Education. These changes result mainly from frequent al­
ternations of people in ministerial positions. Currently, 
there arc 6,834 educational institutions in the country, 
including 3,249 child care centers (of which 18 are pri­
v.uc ), 3,497 prim:iry .ind secondary schools (of which 89 
arc private), and 88 college~ and universities (of which l 0 
arc private). 

1997 
3.75 

Independent Media 
1998 
3.50 

1999-2000 
3 so 

2001 
3.25 

2002 
3.25 

Media independence in Bulgaria is a problem, as it is in any 
democracy, .ind is the result of an ongoing bargain between 
the public at large and the nation's leaders. If one asks 
whether the Bulgarian mass media are independent of the 
state, the answer is yes. If one asks whether the media arc 
independent of power groupings, be they political or eco­
nomic, and arc guided by the public interest alone, then the 
answer 1s no. 

With the exception a tew local newspapers, all print 
media in Bulgaria arc privately owned. At the end of2001, 
the nation's largest private, national newspapers enjoyed 
the following levels of circulation: T1·011d, 240,000; 24 
Hom·s, 180,000; Stn11dm·d, 50,000; Monito1; 50,000; Sc~qn, 
20,000; NoPinm; 18,000; Douma, 12,000; Rcpublicn, 9, 
000; Dcmocmtsin, 6,000; and D11c1mill, 6,000 . Overall, 
there are 139 newspapers and magazines, including 7 large 
weekly magazines, 23 monthly magazines, and 15 large 
regional dailies. 

Although print media have worked diligently and suc­
cessfully since 1989 to emancipate themselves from gov­
ernmental control, the state has been tenacious in prolonging 
its grip on the electronic press. National Radio and TV, 
which is still state owned and remains the most influential 
broadcaster in the country, cannot be pronounced politi­
cally independent. of the government. Nevertheless, the ra­
dio business as a whole has experienced radical change. Out 
of 11 radio stations with national coverage, only 1 is state 
owned. There arc also 98 local radio stations. As for televi­
sion, there arc 63 stations in the country, 10 of which reach 
national audiences and only l of which is state owned. The 
rest arc regional cable networks. 

With the exception of party-run newspapers and publi­
cations that de tend the economic interests of their owners, 
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newspapers in Bulgaria are mainly independent. The same 
applies to radio stations. The government has tried to use 
its discretion over granting broadcast licenses to influence 
the electronic media, but its efforts have produced tew re­
sults. On the other hand, state-owned radio and television 
arc dependent on the go\'crning majority in large part be­
cause of the unwillingness of the ruling majorities to create 
a legal framework that provides for their independence. 

The year 2001 started and ended with scandals con­
cerning the appointments of general directors at National 
Radio and TV. Despite the passage of a new Media Law in 
the fall, there arc serious concerns that it fails to guarantee 
the independence oft.he Council for Electronic Media. The 
council comprises nine members, four appointed by the 
president and five by parliament. A positive clement in the 
new law, however, is the regulation ofliccnsing of electronic 
media. Those who arc fighting fix the independence of state­
owncd media have looked to the Bulgarian Constitution, 
which guarantees freedom of speech. However, the gov­
ernment has not been attacked on this in the Constitutional 
Court, for individuals cannot bring complaints directly to 
that body. 

On the whole, the record of Bulgarian courts on mat­
ters pertaining to freedom of speech meets international 
standards. When criticizing governmental officials, journal­
ists can be accused of libel. Under the penal code, which 
was amended in March 2000, both prosecutors and indi­
vidual citizens can bring charges against a person for libel, 
the penalty for which is no longer imprisonment but, rather, 
a monetary fee. Since the penal code was amended, 97 cases 
oflibel have been filed against journalists and 1 has led to a 
conviction. 

Among Bulgaria's most important journalistic associa­
tions arc the Media Coalition and the Free Speech Civil 
Forum Association. The Journalist Union, a holdover from 
the Communist period, is trying to reform its image. More 
than 50 percent of the journalists in Bulgaria arc women. 

There has been a 50 percent increase in the number of 
Internet hosts in Bulgaria since 2000. As ofJanuary 2001, 
there were 18.8 hosts per 10,000 people. There are no re­
strictions on Internet ;tecess for private citizens. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
4.25 4.00 3.75 3.50 3.50 

Bulgaria has a democratic system of government that is rooted 
in the principle of checks and balances. It has remained stable 
over the last decade even when serious shifts of power have 
taken place. According to the 1991 Constitution, Bulgaria is 
a parliamentary democracy in which supreme power resides 
with the legislative branch. The parliamentary majority ap­
points the executive. There are, however, adequate provi­
sions for minority rule, should the majority fail to form a 
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government that is acceptable to the full National Assem­
bly. In times of crisis within the cabinet, the president c.m 
appoint a provisional government to prepare for general 
elections. Throughout the last decade, Bulgaria's system 
of dcmoaatic government has been tested heavily and re­
peatedly and has never failed. All changes of government 
have followed legal and constitutional procedures. 

The president of Bulgari;1, who holds practically no 
executive powers, represents the country abroad and is 
considered nonpartisan . Since presidents arc elected di­
rectly by the people, though, they enjoy the same le\'d of 
legitimacy as members of the National Assembly. The presi­
dent cannot tr.mslate thil> legitimacy into executive deci­
sion-making power but can wield substantial influence. This 
has helped during several crises in whil:h the president has 
served as a very powcrfol facilitator of tough political deals. 

The Constitutional Court decides whether the Na­
tional Asscm bly and other major institutions work accord­
ing to the law. In its 10-year history, the Court has repealed 
many unconstitutional proposals and has proved to be a 
good guardian of the law. The Supreme Court has the 
right to declare unlawfol decisions of the Council of Min­
isters null and void, wd it has exercised this discretion 
repeatedly. Once can conclude that the country's system 
of checks and balances has been sufficiently effective thus 
far. 

Under the Bulgarian Constitution, the Bulgarian Na­
tional Assembly is the only body that can formulate rules 
with the force of law. Other bodies-but mainly the ex­
ecutive branch-can adopt normative acts, but their legal 
force is lower than that of laws. The legislature adopts 
laws with a simple majority. It also makes changes to the 
Constitution, approves the national budget, elects and dis­
misses the Council of Ministers, and decides on issues of 
war and peace, troop deployment, and ratification of in­
ternational agreements. Although the president of Bul­
garia can veto laws, Parliament can override vetoes with a 
simple majority. 

Committee hearings and legislative sessions are open 
to the public and the media. Some draft legislation can be 
found on the Bulgarian National Assembly's Internet site, 
and some sessions of the National Assembly are broadcast 
live on television. The work of the Council of Ministers is 
observable only through the regular press conferences of 
its members and through a daily bulletin published on the 
Bulgarian government's Internet site. A particularly posi­
tive development was the final adoption of the Law on 
Access to Public Information in July 2000. 

The changes in local government in Bulgaria date to 
1991 with the adoption of the new Constitution and the 
Local Self-Government and Local Administration Act. The 
Constitution divides the national territory of Bulgaria into 
municipalities and regions. The basic territorial and ad­
ministrative unit in the country is the municipality. The 
regional divisions only facilitate coordination between the 
national government and the municipalities. Municipali-

tics are juridical persons that have the right to own prop­
erty and maintain independent budgets. Municipalities also 
have the authority to deal on normative and executive lev­
els with all issues of local importance, including gover­
nance of municipal property, municipal development 
policies, education, health care, culture, provision oflocal 
public good~, social aid, and environment protection. 
However, the central government determines local bud­
gets. 

The Council of Ministers appoints regional governors. 
Municipal council!> and mayors arc elected. Since 1999, 
localities of fewer than 500 inhabitants have not had to 
elect their own mayor. Instead, their mayors are appointed 
by the local government of the nearest and largest locality. 
Between 1989 and mid-1999, every municipality in Bul­
garia held elections for councils and mayors at least twice. 
All elections have been free and fair, with changes in the 
parties in power occurring frequently. 

Municipal governments have two sources of revenue: 
central budget subsidies and taxes. Since the Constitution 
requires the National Assembly to approve all tax rates, 
local and property tax rates are defined by each municipal­
ity and then adopted en bloc by the Parliament. Once the 
municipalities receive their budget subsidies from the cen­
tral government, they have complete control over their 
own budgets. The only exception applies to moneys re­
ceived from the central budget for specific targeted na­
tional programs. Traditionally, most municipalities rely on 
the central budget subsidy for many of their needs, and on 
the whole, budgets have been very inadequate in the last 
10 years. The insufficiency and frequent mismanagement 
of funds have often forced the municipalities to neglect 
their provision of many basic services to the community. 
At the same time, the municipalities have not demonstrated 
enough energy and inventiveness in finding new local 
sources for their budgets. 

At the local government level, people have proved that 
they are capable of selecting more good local leaders and 
civil servants, and many municipalities arc making signifi­
cant progress in this direction. Local civil servants are em­
ployees of the municipalities and not of the central 
government. Still, partisanship and central intertcrence 
have a direct effect on appointments and policy making. 

Reform of Bulgaria's civil service began with the adop­
tion of the Administration Act of 1998 and the Civil Ser­
vants Act of 1999. Although a new Civil Service Law was 
adopted in 2000, its implementation has been somewhat 
problematical. The main problem concerns Article 20, 
which requires civil servants to resolve without delay a 
citizen's request. Jn practice, though, there is still consid­
erable lag time before citizens receive the decision of the 
state administration. The minister of state administration 
has stated that the Civil Service Law will be changed, but 
he did not elaborate on the substance of his intentions. 



RULE OF LAW 

1997 
4.25 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
3.75 3.50 3 so 

2002 
3.50 

Bulgaria's Constitution has been in force since July 1991, 
and its text has never been amended. Although different 
political forces luvc declared their intentions to seek changes, 
they have never initiated any formal procedures to that ef­
fect . Negotiations for EU membership may require changes 
in some constitutional texts in the medium term. 

The Constitutional Court is the only body entitled to 
interpret and enforce the Constitution. The Court consists 
of 12 members who are appointed in equal quotas by Par­
liament, the president, and a joint meeting of the justices of 
the two Supreme Courts. Each justice serves a nine-year 
term, with 4 of the 12 justices being replaced every three 
years. In its 10 years of practice, the Constitutional Court 
has made a reputation for itself as a respected and authori­
tative guardian of the Constitution. A recent example was 
Decision No. 3 of February 8, 2001, which confirmed that 
Bulgaria's former king was not eligible to enter the elec­
tions for president of Bulgaria. 

The penal code and penal procedures code experienced 
minor changes during the period covered by this report . 
However, one potentially important change in the penal 
procedures code was the introduction of the mandatory 
arrest of persons who are accused of committing heavy 
crimes, if they have been accused by the prosecution of a 
similar crime . That is, the new language gives prosecutors 
the right to detain anybody simply by raising two con­
secutive charges. Otherwise, only judges can authorize 
searches and arrests, unless an immediate arrest is neces ­
sary to stop a criminal act. In such cases, a judge must 
confirm the arrest within 24 hours. The only notable 
change in the penal code during this period was the de­
criminalization of the provision of nunsccured loans by 
bankers. While this measure is not expected to have a tan­
gible economic effect, it docs provide .i preliminary indi­
cation of the willingness of the new parliamentary majority 
to eliminate similar provisions. 

Reports by the International Helsinki Federation sug­
gest that the situation regarding human rights violations 
did not change in Bulgaria during the period of observa­
tion. In slight contrast, in its 2001 Rcgulai· Rcpo1·t on 
Bu{.qai·ia )s Progress Toll'ai·d Acccssio11, the European Com -
mission found that there has been a small reduction in the 
number of detainees reporting physical abuse . The 
commission's report also noted that a specialized human 
rights committee has been set up within the National Po­
lice Service and that the average period of pretrial deten­
tion has been decreasing. Nevetheless, some cases of police 
violence arc still reported, especially at the time of arrest or 
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during a detainec's attempted escape . Several cases of 
shootings by off-duty police officers, at least one of which 
ended in a person's death, have raised public awareness sig­
nificantly and have resulted in changes to internal police 
procedures for the use of firearms. Despite numerous pros­
ecutions of officers for excessive use of force, the IHF has 
reported that the punishments have been lenient. 

At the same time, Bulgaria's criminal justice system is 
very slow. This is due mainly to deficiencies in procedural 
norms and in the accountability mechanism for prosecutors 
and judges. There are ample opportunities for defendants 
and their lawyers to procrastinate and delay, and judges arc 
unable to streamline the process. 

There arc adequate formal provisions for the protec­
tion of human rights in Bulgaria. The Constitution includes 
numerous provisions on the protection of rights, including 
two explicit passages on business and property rights. Ar­
ticle 17 enshrines the inviolable right to property owner­
ship and inheritance . Expropriation is allowed only under 
special circumstances and only after fair compensation has 
been made. Article 19 guarantees freedom of economic ini­
tiative and enterprise and bans the abuse of monopoly power. 

Article 6 of the Bulgarian Constitution bans discrimi­
nation based on race, nationality, ethnic identity, sex, and 
religion. Bulgaria has also ratified most international hu­
man rights, minority rights, and social conventions. Despite 
the presence of these provisions, Bulgaria is often charged 
with their violation . Human rights observers have particu­
larly noted race-based discrimination, especially with respect 
to Roma and within the law enforcement system. Both the 
IHF and the European Commission have indicated that at­
tempts to pass a very restrictive law on religious denomina­
tions have proved unsuccessful. In a positive development, 
the state-owned national television broadcaster has launched 
a short Turkish-language newscast. 

The judicial system in Bulgaria is independent from 
political and other influences, and members of the judiciary 
are immune from prosecution except in the case of serious 
crimes that carry sentences of more than five years in prison. 
The preeminent governing body of the judiciary is the Su­
preme Judicial Council, whose members arc elected by 
judges, prosecutors, investigators, and other members of 
the legal profession . The Supreme Judicial Council is en­
titled to submit its own budget to the government, but the 
practice in recent years has been for government, and then 
Parliament, to pass significantly lower budgets than the ones 
suggested by the council. 

Due to a lack of reform, even after years of observation 
of deficiencies in the regulation of the judiciary, courts in 
Bulgaria do not function efficiently. They arc slow, and their 
practice is inconsistent. Their public image is low, and there 
are clear indications of corruption, especially at lower lev­
els. In addition, there is an insufficient number of judges, 
the turnover rate of judges is high, the court system is not 
computerized, communications arc slow and unreliable, and 
in some places there is a scarcity of courtrooms. 
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Ncvcrthckss, procedures arc in place to help cn'iurc 
a fair trial. A~ a ruk, court hearings arc open co the pub­
lic . Thc ddcnsc also has a full opportunity to examine 
evidence, develop and defend a case, and appeal judicial 
decisions. The application of the laws is ultimately over­
seen by the Supreme Court of Cassation and by the Su­
preme Administrative Court. On numerous occasions the 
two court~, especially the latter, have demonstrated their 
independence from the executive branch. Although there 
arc opportunities for politics to influence the appoint­
ments of judges and justices, the three levels ofrhe court 
system and the collective character of derision~ at the 
highest levels guarantee that the overwhelming majority 
of court decisiom arc free of such influence. There is no 
direct link between the Ministry of}usticc and the courts. 
The minister of justice has the right to chair sessions of 
the Supreme Judicial Council and to make proposals to 
the council, especially for administrative punishments for 
mem bcrs of the judiciary. However, the minister may not 
vote on council decisions. 

The state is not obliged to provide public defenders 
except in criminal cases in which severe punishment (a mini­
mum of 10 years in prison) is possible, in cases in which the 
defcndan tis a minor, and under other complex circumstances 
that arc described in Article 70 of the penal procedure code. 
The authority of the courts is recognized and, once made, 
judicial decisions are effectively enforced. However, the pro­
cess of enforcement is considered slow and allows ample 
opportunities for parties to avoid the procedures for sig­
nificant periods of time, especially with respect to civil law 
decisions . 

Corruption ----
1999-2000 

4.75 
2001 
4 75 

2002 
4.50 

The ability of government officials to engage in private eco­
nomic activities is limited, especially at higher levels of gov­
ernment. This limitation has formally applied to civil servants 
since the promulgation of the Civil Servants Act in 2000. It 
has also has been enforced informally on politicians by the 
public and the media. Although specific codes of conduct 
for civil servants and policy makers are still being devel­
oped, the political constraints on the involvement of top 
policy makers in private businesses have become binding. 
That is, one of the major reasons for the ruling party's de­
feat in the 2001 parliamentary elections was the public's 
perception that the government was resorting to corrupt 
practices and was serving specific businesses and firms. As a 
result, the newly elected majority and its government have 
officially and publicly severed all tics with Bulgarian or for­
eign businesses. At present, none of the top policy makers 
in the legislative, executive, and judicial branches of power 
can be considered as having or serving direct tics with spc-

citic firms or bu-;incss sectors. 
following the adoption in May 2000 of the Publicity 

of Personal Property of High GO\·crnmcnt Officials in the 
Republic of Bulgaria Act, the st;1te audit office created a 
public register of the property owned by a broad range of 
senior public offici.1ls. Access to the register is guaranteed 
to the media and thereby to the public. The la\\ is being 
enforced, and in most cases public officials submit the re­
quired declarations in time. There have, however, been some 
notable cases of nonsubmis~ion, the most prominent of 
which have involved members of Parliament who arc not 
penalized because they arc immune from prosecution. Thus, 
at the present time, the only eftcctive enforcement of the 
law comes from voters .u the ballot box. Other legislative 
acts that aim at increasing the level of accountability of public 
officials arc the State Internal Financial Control Act of2001, 
the Access to Public Information Act of2000, and the Public 
Procurement Act of 1999. 

Racketeering is against the law in Bulgaria. Although 
racketeering was a serious problem in the early 1990s, spe­
cific provisions have been introduced in the penal code to 
address this complicated matter. Since the introduction of 
these provisions in 1996 and 1997, reports have shown a 
marked decrease in the spread and significance of the prob­
lem. The Bulgarian National Audit Office reviews all gov­
ernment bodies that control budgetary resources and can 
investigate every member of these bodies. 

After the parliamentary elections ofJunc 2001, the new 
majority received a strong public mandate to combat cor­
ruption. One of Simeon II's major campaign promises was 
to deal with the problems of corruption, and the credibility 
of this promise was one of the major factors behind the 
NMSS's victory. In October 2001, the new government 
adopted a national strategy for combating corruption. In 
December, it then published a white paper that describes 
the situation in the country and contains many detailed 
charges of corruption against the previous government. 
These charges have been presented to the prosecutor-gen­
eral and are expected to lead to investigations and trials. 

Specific charges have already been brought against sev­
eral former government officials, the most prominent be­
ing a former deputy prime minister and minister of industry 
who was in charge of the overall privatization process be­
tween 1997 and 1999. The other officials include the former 
executive director of the Privatization Agency and the former 
director of the State Road Agency. Since the prosecution 
has not made public the charges against them, it is very 
difficult to say whether there is substance and lack of preju­
dice in the accusations or whether the new political major­
ity is using the anticorruption rhetoric and actions to target 
its political opponents. Though leaks are prohibited by law 
prior to a public court indictment, the prosecution has sur­
reptitiously given out information on the investigation and 
formal charges. Such leaks serve only politics, not justice. 

The potential for corruption in Bulgaria's current eco­
nomic environment remains high. Even though efforts are 



under way to decrease state intervention in economic and 
market activities, the number of licensing and registration 
regimes remains relatively high , and the bureaucratic pro­
cedun:s remain somewhat complex and expensi\•e for the 
private person. The level of accountabilitv frir public offi­
cials who have discretion over large sums of money is im­
proving slowly, but their own n:munerJtion is insufficient 
to dissuade corrupt practices. As of September 2001, the 
average monthly salaq• in the government sector was BGN 
330 (approximately $150). Even though this represents a 
significant mcrease from BGN 290 in September 2000, and 
BGN 240 in September 1999, it is still low relative to the 
cost ofliving and docs not provide a significant disincentive 
for eng.1gement in corrupt practices. 

Two organizations periodically perform and publish 
measurements of the level of corruption in Bulgaria. The 
first is the local branch ofTransparency International, called 
TranspJrency Without Borders, which participates in the 
annual compilation of the well-known Corruptions Percep­
tion Index. On a scale of l (most corrupt) to IO (least cor­
rupt), the index for Bulgaria has improved every year since 
its first inclusion in the survey in 1998. (Sec Table l .) Trans­
parency International's index is regularly and broadly pub­
licized in the country, and Transparency Without Borders 
has been active in raising awareness about the problem with 
the public. 

Table 1. Tl Corruptions Perception Index: 
Bulgaria's Ranking 1998- 2001 

Year TI CPI Score TI Rank 
1998 2.9 661h out of 85 
1999 3.3 63'd out of 99 
2000 3.5 52nd out of 90 
2001 3.9 47th out of 91 

The second organization dealing with issues of corrup­
tion in Bulgaria is a broad coalition of Bulgarian nongov­
ernmental organizations called Coalition 2000. This group 
has an active awareness and public education agenda. It also 
uses sociological surveys to measure such components as 
attitudes toward corruption, participation in corrupt prac­
tices, and perceptions about the spread and effects of cor­
ruption . The results of these surveys indicate that most 
measurements improved between the first survey in June 
1998 and the last one in January 200 l. One very interest­
ing observation that can be made from these data is that 
there is a divergence between the indexes measuring actual 
corrupt practices and the indexes measuring perceptions of 
corruption. The surveys of Coalition 2000 indicate that the 
former have decreased more than twice over the last three 
years, while the latter have remained stable or have increased 
slightly. 

Coalition 2000's Index of Corruption Pressure, which 
measures the occurrence of public officials demanding 
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bribes, fell from 2. l in l 998 to l .4 111 200 l on a scale where 
lO represents the highest levels of corruption and 0 the 
lowest . The organization 's surveys do not indicate the ex­
istence of any area in which bribes arc indispensable to ob­
ta111 favors or services. However, its indexes of public 
perceptions indicate problems in the customs service, the 
tax administration, the police, the judiciary, and the 
privatization process. 

ECONOMIC LIBERALIZATION 

& SOCIAL INDICATORS 

1997 
5.00 

1998 
4.00 

1998 
4.25 

1998 
4.00 

Privatization 

1999-2000 
3.75 

2001 
3.50 

Macroeconomic Policy 
1999-2000 2001 

3.50 3.25 

Microeconomic Policy 
1999-2000 2001 
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2002 
3.00 

2002 
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Generally speaking, economic developments are necessarily 
linked to all other social processes, including a nation's po­
litical lite and the functioning of its democracy. In the case 
of Bulgaria, though, the relationship between economic 
developments and the consolidation of democracy since the 
mid- l 990s has been ambiguous. Although economic re­
forms have generally aided democratic consolidation, they 
have also caused tendencies that may weaken the function­
ing of democratic institutions in the future. 

On the one side, the introduction of hard budget con­
straints and the creation of regulatory and administrative 
bodies that facilitate reform and integration with the EU 
have led to sustained economic growth. Real GDP has been 
growing at approximately 1 percent per quarter since the 
introduction of the currency board in mid-1997 . In addi­
tion, inflation has fallen sharply from its prereform levels, 
the budget balances are very low relative to GDP, invest­
ment levels are rising, and foreign direct investment has 
picked up significantly. Independent institutions have also 
been created to regulate specific economic activities, and 
liberalization is progressing along the lines required by the 
EU integration and negotiation process. These positive de­
velopments have made Bulgaria's economy much more pre­
dictable and stable and have helped changed the nature of 
the public debate on economic issues and public policy. 1l1e 
public has also become more demanding in terms of trans­
parency and the quality of governance. 
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On the other side, these same reforms have brought 
about a sharp increase in unemployment, in particular 
through the closure of insolvent firms that traditionally 
employed large numbers of people in certain regions and 
social groups. Thus, unemployment has not only increased, 
but it has done so in a very uneven manner, geographically, 
educationally, demographically, and socially speaking. At the 
same time, owing to the sharp recovery of investment, the 
share of consumption in GDP has been dropping, and real 
household consumption has been much slower to recover 
than other components of GDP. The inability of house­
holds to increase their consumption has made them skepti­
cal about the refcmn process and has created an atmosphere 
that could foster public demands for "strong hand" policies 
and politicians. Although this may present a risk to demo­
cratic consolidation, the risk docs not seem very high yet. 
In the first round of the 2001 presidential elections, for 
example, the "strong hand" candidate ran a distant third 
with 20 percent of the vote under conditions of historically 
low turnout. 

The Bulgarian economy continues to be mostly private, 
and the private sector has continued to increase its share in 
overall economic activity. According to data from the Na­
tional Statistical Institute (NSI) for the four quarters end­
ing in mid-2001, the share of gross value added in the private 
sector is 70.3 percent (from 67.2 percent in the correspond­
ing period ending in mid-2000); its share in GDP has in­
creased to 62.4 percent (from 58.7 percent). The NSI's 
labor force survey indicates that for i:hc 12 months ending 
August 2001, the share of the labor force employed in the 
private sector had increased to 55.2 percent. Arabic land 
restitution has been completed, and forest land restitution 
has exceeded 80 percent. 

The informal sector of Bulgaria's economy continues 
to play an important role. Although there are no new data 
on the size of this sector during the period covered by this 
report, earlier estimates suggest that it accounts for 20-40 
percent of GDP. However, some of these estimates, includ­
ing the ones prepared by trade unions, have the tendency 
to be politically charged and unreliable. Recent trends that 
might be more indicative of changes in the size of the infor­
mal sector include continuing increases in tax and tariff col­
lection and rising levels of monetization of the economy. In 
addition, a falling overall tax burden diminishes the incen­
tives to avoid taxation by engaging in shadow activities. 

The year 2001 was an important one in Bulgaria's 
privatization process. Most small-scale enterprises and a sig­
nificant portion oflarge enterprises have already been priva­
tized. However, numerous large-size enterprises need to be 
sold. Under changes that were made to the Privatization 
Law in late 2000, this process was supposed to be relatively 
complex and in most cases would have involved Parliament. 
However, the 2001 elections took place before this process 
was complete, and the outgoing government did not want 
to impose its strategies on its successor. Instead, it telt the 
new majority and government would need time to work 

out their own strategy. Thus, for the period September 2000 
to September 200 l, the total financial effect (payments, li­
abilities undertaken, and pledged future investments) was 
only $300 million and the number of transactions only 360. 
The more important deals were the sales of He mus Air (the 
country's second largest airline); various industrial com­
plexes, hotels, and restaurants in the resort area ofSlanchcv 
Briag; the largest open-air market and commercial center in 
Sofia; and two coal mines. 

Privatization legislation experienced a significant change 
during the period covered by this report. The government 
prepared a completely new Privatization Law, and to date it 
has passed its first reading in Parliament. The process of 
adopting this law was accompanied by the revision and 
preparation of privatization strategies for the aforementioned 
state-owned monopolies. In both cases, the government's 
intention was to improve the quality of the privatization 
process by increasing transparency, simplifying procedures, 
eliminating preferences, and speeding up the process. This 
suggests that the new government does not intend to slow 
down or reverse the privatization process. 

The macroeconomic outlook in Bulgaria was very posi­
tive during the four quarters ending June 2001. After four 
years of sound macroeconomic policies, low budget defi­
cits, and optimization of the tax burden, the Bulgarian 
economy grew at a rate of 5 .8 percent in 2000 and at a rate 
of 4.8 percent in the first half of 2001. The country's tax 
system also continues to improve, and the tendency for taxes 
collected to grow faster than GDP continued during the 
period under observation. This process is expected to end 
in 2002 owing to the significant lowering of some tax rates 
that is envisaged in the Budget Act for 2002. 

Some of Bulgaria's major tax rates arc going to be re­
duced in the following manner: The corporate tax rate will 
be set at 15 percent, down from 15 percent for smaller firms 
and 20 percent for larger firms in 2001. Likewise, the per­
sonal income tax rate will fall across four brackets from 20 
to 18 percent, from 26 to 24 percent, from 30 to 28 per­
cent, and from 38 to 29 percent. At the same time, an in­
crease in taxation may be observed in the introduction of 
the value-added tax, which remains unchanged at 20 per­
cent, for previously exempt medicines and tourist packages 
sold abroad. Although the process of tax collection will con­
tinue to present challenges for businesses, the drop in tax 
rates is expected to improve overall compliance. 

The budget deficit posted by the consolidated state 
budget for 2000 was 1.1 percent of GDP. For 2001, it is 
also expected to be around 1 percent of actual GDP. 
Bulgaria's new parliamentary majority explicitly included a 
balanced budget in its campaign platform, and it has sus­
tained this commitment since the formation of its govern­
ment in July 2001. The consolidated budget deficit 
envisaged in the Budget Act for 2002 is 0.8 percent of pro­
jected GDP. 

Bulgaria's reasonable fiscal position and its credible lack 
of monetary discretion under the currency board arrange-



mcnt have contributed to relative price and exchange rate 
stability. The inflation rate for 2001 was 4 .82 percent De­
ccm bcr on December. This compares with l l.4 l percent 
for 2000 and 6.14 percent tor 1999. The decrease in infla­
tion occurred despite the implementation of scheduled in­
creases in administered prices. The exchange rate of the 
Bulgarian lcv has continued to follow the exchange rate of 
the dcutschc mark/curo, to which it is pegged at a rate of 
DM 1 = BGN I and t.UR l = BGN 1.95583. 

In November 2001, the government issued Eurobonds 
worth EUR 250 million. The issue was placed successfully, 
and the yield was approximately 7 .5 percent-a rate signifi­
cantly below the levels Bulgaria's credit rating would sug­
gest. This may be due to the fact that the issue was small. 
The significance of the event is in the fact that for the first 
time since a unilateral moratorium was placed on Bulgaria's 
foreign debt in March 1990, the Bulgarian state has been 
able to borrow from creditors other than official ones and 
international financial institutions. The issue also represents 
another benchmark for Bulgaria and can be a useful indica­
tor of the international market's opinion about the progress 
of transition in Bulgaria. 

Another important indicator of Bulgaria's macroeco­
nomic policies is the country's relationship with the IMF 
and the EU. In the fall of2001, the newly elected Bulgar­
ian government negotiated a two-year agreement with the 
IMF for approximately $300 million. The IMF is expected 
to approve the agreement in February 2002. The negotia­
tion process and the agreement itself reflect the conse­
quences of the events of September 11, after which the IMF 
and the government agreed that the projected budget defi­
cit needed to be much more conservative than they origi­
nally thought. Bulgaria's relations with the World Bank and 
the EU arc well structured around Bulgaria's ongoing ne­
gotiations on EU membership. 

The Bulgarian financial sector has continued to be 
stable, and monetary policy under a currency board regime 
has continued to be predictable and appropriate . Bulgarian 
banks arc mostly privately owned by larger banks based in 
the European Union. The banking sector generates signifi­
cant profit and has demonstrated over the last three years a 
constant tendency toward increasing the amount of credit 
it offers to the economy. During the final months of 2000 
and the first 10 months of 2001, Bulgarian banks signifi­
cantly intensified the introduction of new bank retail prod­
ucts such as different types of accounts, credit cards, and 
consumer and mortgage loans. All Bulgarian banks comply 
with international prudential standards. Most of the for­
eign-owned banks comply with international accounting 
standards, and a deadline for such compliance for the rest 
of the banking sector has been set. 

According to the Bulgarian National Bank Act of 1997, 
the central bank in Bulgaria is completely independent from 
day-to-day politics and operates under the strict rules of a 
currency board regime. This regime has been enhanced by 
the Foreign Exchange Act, which came into force at the 
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beginning of 2000. Both current account and capital ac­
count transactions in Bulgaria correspond to the interna­
tional standards for convertibility. Under these rules, the 
national currency has remained stable at the fixed exchange 
rate to the curo, and the level of confidence in the currency, 
indirectly measured by the level of monetization, has been 
growing. 

The Bulgarian capital market continues to be underde­
veloped. Although its infrastructure is in place and transac­
tions have been made for the last four years, the overall 
level of activity is low in terms of both volume and the pres­
ence o f liquid assets. Only during the second hal f of 2001 , 
when the newly created private pension funds began to ac­
cumulate contributions and banks started using the possi­
bilit:y to develop mortgage-based derivatives, did volumes 
on the Bulgarian stock exchange start to increase. This in­
crease has been observed for too short a period, however, 
to support a conclusion that there is a definite upward trend 
in activity on the Bulgarian stock market. 

Bulgaria's market for government bonds is more active 
than the stock market . There arc several types o f govern -
mcnt bonds. Brady bonds, which were issued in 1994, arc 
related to the foreign debt of the country and arc actively 
traded on the international Brady bond market. There arc 
also domestic government bonds denominated in U.S. dol ­
lars, curos, and Bulgarian lcva. The dollar-denominated 
domestic bonds, most of which were also issued in 1994, 
arc related to the government's assumption of bad com­
pany debts accumulated before 1990. The bulk of domestic 
treasuries arc issued to finance the budget deficit and con­
sist of government bills and government bonds. The pri­
mary market is well developed, and auctions arc held every 
week. In 2001, between BGN 60 and 65 million in bonds 
were sold every month. Volume on the secondary market 
was around BGN 650 million per month in 2001 , indicat­
ing that the annual turnover on this market is between 25 
and 30 percent of GDP. 

Bulgaria's Constitution guarantees property rights, and 
there arc formal rules and an independent legal system in 
place for defining and enforcing these rights . However, the 
quality of enforcement, though improving, is still low. 

Although prices in Bulgaria have mostly been liberal­
ized, the percentage of prices under government control or 
influence remains around 15-20 percent. The energy and 
public service sectors continue to receive government sub­
sidies, but these are decreasing as scheduled according to 
different government programs. Foreign trade has also been 
liberalized to a high degree, but the operation of the cus­
toms administration is considered cumbersome and ineffi­
cient. Customs officers regularly rank very high in corruption 
perception polls, and a customs information system has not 
been put in place despite years of preparation. As a result, 
nontariff barriers to international trade arc still in place. 
However, the fast growth of foreign trade turnover and for­
eign direct investment over the period 1999-2001 indicates 
that these barriers are not very effective in stopping the 
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flow of good~. ·1 he liberalization of the capital Jccount with 
the new Fon.:i~n Exchange Act of 2000 ha~ also contrib­
uted to this grm\ th . 

ron:ign trade turnover runs at about I 00 percent of 
l;DP and renders Bulgaria a very open economy. For the 
first three quarters of 200 l, exports grew by 7 .3 pen:ent 
and imports by 11.3 percent relative to 2000 . The slower 
growth of exports can be .Htributed to problems of domes­
tic demand in some of Bulgaria's major export 111arkets, in­
cluding Iraly, l~ermany, Turkey, Yugosla\'ia, Greece, ;md 
M.Kedonia. The EU area and EU-related zonei. like the 
Central Europe<m hee Trade Agreement (CEFTA) domi 
n.tte Bulgaria's foreign trade relations. The only major ex­
ceptions arc exports to the neighboring countries of 
Yugoslavia, Macedonia, and Turkey and enerb'Y imports !Tom 
Russia (oil, gas, nuclear fuel) and Ukraine (coal). The goods 
structure of foreign trade turno\'er indicates a continuing 
increase in the share of investment goods in imports and 
finished consumer goods in exports. 

Foreign direct investment slowed during the first l 0 
months of200l relative to the same period in 2000. The 
decrease of $323 million may be explained by one large 
privatization deal that took place in 2000-the sale of 
Bui bank for EUR 360 million. That is, the slowdown might 
be attributed to lower levels of foreign direct investment 
through pri\'atization. In contrast, preliminary data from 
the Bulgaria Foreign Investment Agency indicate that 
growth in greenfield foreign direct investments continued 
in 2001. 

There arc no legal impediments to owning and operat­
ing a business in Bulgaria. Ownership is regulated by law 
and is generally respected. Although the courts' enforce­
ment of bankruptcy and insolvcnq• procedures is slow, there 
have been nntkeable improvements in their ability to deal 
with different kinds of cases. Likewise, although a nu111bcr 
of licensing regimes have been revoked, their number and 
scope remain an important problem. Parliament has, how­
ever, proposed revoking even more. The new govenunent's 
program includes specific measures to improve competition. 
While .1 regulatory framework for the promotion and pro­
tection of competition is essentially in place, its eftectivc 
implementation will require experience .md refinement. 

Among the major •ll"e<lS in which competition needs 
to be introduced ;m: the energy and rail transport mar­
kets. To that end, the government has announced plans to 
split the railway monopoly and open transport services to 
competition in 2002. It also intends to begin a partial lib­
eralization of the domestic electricity and gas markets for 
larger consumers. 

Employment and the standard ofliving are among the 
major factors motivating the behavior of Bulgarians, and 
these issues arc also consistently present at the top of the 
list of public concerns. Third-quarter data for 2001 re­
vealed a decline in the number of registered unemployed 
from 680 in the same period in 2000 to 630. The overall 
rate of unemployment dropped from 17.8 to 16.5 per-

cent, according to the National Employment Agency. 
However, the National Statistical Institute reported an 
increase in the number of unemployed from 550,000 to 

632,000 people for the same period and •l corre~ponding 
rise in the unemployment rate from 16.2 to 18.6 percent. 
The large discrepancy between the two sets of data is due 
to the fact that the NS I has changed its dcfimtion of who 
is unemployed and who is merely mactivc in the labor force 
to correspond with the methodology of the International 
Labor Organization. As a result, the two institutions dif­
fer in their interenccs <tbout the size of the labor force but 
arc very close with respect to the number of unemployed 
people. Regardless of method, it is clear that high levels of 
11ncmployment remain a very important social, and there­
fore political, factor. 

Between September 2000 and September 200 l , the 
average wage in the country increased by IO percent in 
nominal terms from BGN 241 to 264 per month. For the 
S<Hnc period, though, the level of consumer price index in­
flation was 4.7 percent, which leads to the interencc that 
real wages increased by only about 5 percent. The signifi­
cant discrepancy between reported wages in the public and 
private sectors of the economy may be explained by the 
strong incentive private enterprises have to under-report 
wages in labor contracts and thereby avoid taxes. Average 
wages typically range between BGN 220 and 350 for most 
sectors of the economy. There are, however, some excep­
tions. A,·erage wages are less than BGN 200 in the agricul­
tural sector and in hotels and catering but are close to BGN 
500 in the utilities and financial services sector. 

During the period covered by this report, the most 
important social sector development was the actual start of 
the pension reform. Pursu;mt to the compulsory social se­
curit)1 code and the Voluntary Supplementary Social Sectt­
ricy Act, both adopted in 1999, the Bulgarian pension system 
has three pillars. The first pillar is the inherited pay-as-you­
go compulsory system, which is administered by the Na­
tional Social Sccurit)1 Institute (NSSI) . The second pillar 
consists of the fully funded compulsory supplementary sys­
tem under which a small but growing portion of the contri­
butions of workers born after December 31, 1959, goes 
into individual private pension accounts. (At present there 
arc eight such funds.) The third pillar consists of voluntary 
supplementary retirement plans to which any person can 
openly contribute. This structure of the pension system was 
implemented in 1999 and 2000. In 2001, everyone in Bul­
garia either chose or was assigned a private pension fund for 
the second pillar. As ofJanuary 1, 2002, all three pillars had 
become ti.illy operational and the structural reform process 
had been completed. The projections of the Finance Minis­
try and the NSSI arc that the system will be financially sound 
and in the black within five to seven years. 

Reform of Bulgaria's health system was introduced 
in 1999 and is structured around two bodies that repre­
sent the interests of the medical profession and the inter­
ests of patients. The National Health Securit)1 Fund, which 



represents p.1tients, is financed by a health care contribu­
tion of 6 percent of worker salaries. Every year, these 
two bod1e~ negotiate a contract that specifies the condi­
tions of prehospital health care for the next year. The 
extension of tlus reform process to hospital care is schcd ­
ukd ti:ir 2002 . 

Infant mort.tlity and fertility rates in Bulgaria h.n·c 
shown gradual improvement over the last several year~. (Sec 
Table 2 .) A possible explanation for this positive trend 1~ 
Bulgaria's sustained macroeconomic stability. Specifically, 
the incre.1sed predict.1bility of the ccono111ic environ111ent 
and the slow rise in salaries for at least some categories of 
young workers hJ.ve been conducive to a slight impnwe­
ment in demogr.1phic trends, even though serious prob ­
lems remain. 

Table 2. Infant Mortality, Fertility, 
and Birth Rates in Bulgaria 

~~~~~~~~~-

Year 
1997 
1998 
1999 
2000 

Infant Mortality Rate 
17.5 
14.4 
14.6 
13.3 

Fertility Rate 
1.09 
1.11 
1.23 
1.27 

Birth Rate 
7.74 
7.94 
8.82 
9.04 

Source: National Statistical Institute 

The Bulgarian educational system consists of primary 
schools (grades 1-4), secondary schools (grades 5-8), high 
schools (grades 9-12/13), and colleges and universities. 
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High ~d1ools arc ditlcrcntiated into general and professional 
(n::chnkal, science, arts) institutions, with the bulk of the 
students attending the former. There arc 88 institutions of 
higher education, including 47 colleges and 41 univcrsitics 
:md speciali7cd institutes, with enrollment reaching 243,29 l 
students for the acadc111ic year 2000-2001. 

Overall, the number of students enrolled in the 
country's educational system (including higher education) 
decreased from 1,403,892 for the academic year 1997-1998 
to 1,321,952 in 2000-2001. Of these, 867,354 were en· 
rolled in primary and secondary schools .md 243,29 l in 
higher education. During the same period, the total nu111-
ber of education.ii institutions dropped fro111 3,889 to 3,585, 
owing mainly to closures of secondary schools for general 
education. Also, the number of teachers declined over the 
same period from 110,54 l to 107,355. The government 
report on the implementation of the consolidated state bud­
get in 2000 show!> that overall expenditures on education 
increased by 14.2 percent in nominal terms and 2.2 percent 
in real terms rclJ.tivc to 1999. 

I11a11 Kmste11 is t/Je c/Jainna11 of t/Je board of the Ce11 t1·c for 
Liberal StratCJJies, n 111111go11C1"11me11tal tbi11k ta11k based in 
Sofia, B11/garin. M1: Kmste11 wns nssistcd i11 t/Jc prcpamti1111 
of this report by Ralitsa Pcc11a, p1'1Jgm111 director for political 
1·cscn1·ch; Deya11 Kiumno1', pl'IJgmm direct01·jin· political 1·c­
search; and GcOllJ)' Ga11c11, program dircctorfiw cco110111ic 1·c­
scm·c/1 at tbc Cc11t1·c f01· Liberal Strategics. 
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Polity: Parliamentary democracy 

Economy: Mixed capitalist ( transitional) 

Population: 4,700,000 

GNI per capita at PPP $ (2000): 7,960 

Capital: Zagreb 

Ethnic Groups: Croat (78 percent), Serb (12 percent), 

Bozniak ( 1 percent), other (9 percent) 

Size of private sector as% of GDP (mid-2001): 60 

The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. l11c opinions expressed in this report arc those 
of the author. 

-J.--J, and 1'1' indicate score changes of .25 or more. -J.- and 1' 
indicate changes oflcss than .25. 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 4.20 -J, 4.25 1' 4.19 1'1' 3.25 3.25 

Ruic of Law na na 5.00 1'1' 4.13 4.13 

Economic Liberalization 3.88 1' 3.83 1' 3.67 1' 3.58 1' 3.50 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 4,029.0 4,421.9 4,398.3 4,805.2 4,405.7 4,343.8 4,547.9 

Real GDP growth (%change) 6.8 6.0 6.5 2.5 -0.4 3.7 3.8 

Inflation rate 2.0 3.5 3.6 5.7 4.2 6.2 5.7 

Exports($ millions) 4,633.0 4,546.0 4,210.0 4,605.0 4,395.0 4,567.0 4,795.0 
Imports($ millions) 7,892.0 8,169.0 9,407.0 8,752.0 9,693.0 7,771 .0 8,159.0 

Foreign Direct Investment ( $ millions) 109.0 486.0 347.0 835.0 1,445.0 827.0 470.0 

Unemployment rate 14.5 10.0 9.9 11.4 13.6 16.1 15.3 

Life Expectancy (years) 72.1 72.4 72.5 na na 73.3 74.0 



INTRODUCTION 

Adcc.idc after it declared indcprndcncc from the 
former Yugosbvi.i, Croatia is still struggling to move 
from the margins to the mainstream of Europe. 

Since tJking office in January 2000, Prime Minister lvica 
Racan 's center-left coalition government has launched pain­
ful economic reforms, ended Croatia's international isola­
tion, and provided the Balkan country with its first taste of 
genuine, freewheeling democracy. But the young n,uion has 
a long way to go he fore it achieves Western European living 
standards and the government's goal of acceptance into the 
European Union. 

Croatia is still shaking off the deleterious dkcts of a 
dcc.1de of economic mismanagement and authoritarian rule 
under the late Franjo Tudjman and four decades of Tito's 
communism. Unemployment reached around 15 percent 
in the middle of 2001 before leveling off The number of 
jobless and pensioners exceeds that of the employed . CroJtia 
is the second most prosperous of the former Yugoslav re· 
publics, behind Slovenia, but incomes still lag far behind 
those found in Western Europe. Croatia's average income 
of $4,840 in 2000 was less than half that in Portugal, the 
poorest of the European Union's 15 members. 

To its credit, Tudjman's regime repaired large-scale war 
damages, ended hyperinflation, and made some headway in 
privatization and banking reform. But Tudjman, who died 
in office in 1999, bullied the opposition and outspoken jour­
nalists, did little to make the bureaucracy more transparent 
and efficient or curb corruption, and, for the most part, 
made a shambles of privatization. A thicket ofbusiness regu· 
lations continues tu keep away many investors. As of March 
2001, Croatia had attracted only $4.8 billion in direct pri· 
vate investment since 1993, mainly in telecommunications, 
banking, and pharmaceuticals. 

Already, the Racan government has tiimmed pension and 
health spending, cut civil service wages, and laid off thou­
sands of state workers. In many ways, though, these changes 
were relatively easy because they did not deeply affect most 
ordinary Croatians. The H.acan government's next round of 
liberalization measures will spread the pain more broadly and, 
tor many Croatians, cut closer to the bone. 

The ruling coalition faces the daunting task of making 
good on its commitments to the International Monetary 
Fund to slash government spending and p1ivatizc large firms 
at a time when so many Croatians arc already out of work. 
The coalition's agenda for 2002 and beyond includes wean­
ing the pension and health systems off their costly depen­
dence on the state budget and completing the privatization 
of Hrvatski Telekom (HT) and other big state firms. 
Privatization is likely to lead to major job losses. At the same 
time, the government is counting on privatization receipts 
to help finance its budget deficit. 

Racan 's government also faces the burden of living up 
to the expectations created by its own generous campaign 
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pledges. Thc~c included reducing unemployment, maintain­
ing wage levels and sori.11 welfare programs, n1tting taxes, 
and making back payments to pensioners. To meet these 
goals, Rac;m, 57, must cobble together a consensus within 
his coalition on the pace and extent of reforms. Some ob­
servers suggest that the need to m.iintain internal peace and 
keep all coalition partners happy has prevented the govern­
ment from proposing more decisive measures. Many also 
believe that as the next elections approach, some coalition 
parties arc likely to accuse the government of being subscr· 
vient to the IMF. Thcst· parties will be able to point to the 
many economists who say that Croatia could achieve faster 
growth if it rejected the IMF's conditions for lending and 
adopted looser fiscal and monetary policies. 

The government's prospects in the next elections, ex­
pected in late 2003 or early 2004, will likely hinge on its 
success in showing tangible benefits from the reforms, in­
cluding making a solid dent in the unemployment rate . 
Opposition to the reforms comes largely from the losers 
in Croatia's new political .md economic environment: 
former presidential cronies and insiders of Tudjm;m's 
Croatia Democratic Union ( H DZ) party; war veterans who 
receive generous welfare benefits; and the country's 1 mil­
lion pensioners and the more thw 300,000 Croati;ms who 
arc unemployed. Most of those without jobs have only 
limited education or attended vocational schools and lack 
the high-end skills needed to compete successfully in a 
market economy. 

Although Croatia is on a par with Western European 
countries in its infant mortality, literacy, and lite expectancy 
rates, many of those who oppose R.1can 's reform plans have 
tew hopes of achieving Western European levels of prosper­
ity. World Bank figures compiled in 2000 and based on 1998 
data show that 10 percent of Croatians live in absolute pov­
erty, defined by the agency as living on less than $5.30 per 
day, adjusted for purchasing power within the country. The 
World Bank found that the poor tend to live in overcrowded, 
crumbling homes, have meager diets, and arc poorly edu­
cated. Moreover, the income gap between rich and poor in 
Croatia is higher than that in most neighboring transition 
countries, the agency reported. 

Due primarily to increased domestic demand and solid 
export growth, Croatia's economy has largely recovered 
from a recession in 1999. That slowdown was brought on 
by a tight monetary policy, tough international borrowing 
conditions in the wake of Russia's financial crisis, and a slump 
in the critical tourism sector that was caused by the Kosovo 
conflict. Despite government spending cuts and the global 
economic slowdown, the European Bank for Reconstruc· 
tion and Development projected GDP growth of 3.8 per­
cent in 2001, up slightly from 3.7 percent in 2000 but still 
below the buoyant growth of between 6 and 6 .8 percent 
notched up between 1995 and 1997. Late in 2001, IMF 
economists predicted GDP growth of4.2 percent in 2002. 

The government has faced a backlash not only for its 
economic reform program, but also for its cooperation with 
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the International Criminal Tribunal for the Former Yugo­
slavia (ICTFY) and ctforts to prosecute Croatian soldiers 
for atrocitie~ committed during the 1991-1995 civil war. 
In July 200 l, the R.K<m government gave the go-ahead ti.>r 
extradition to The Hague of two gcncrjls suspected of war 
crimes committed during oftcnsives jgainst Serb rebels in 
September 1993 .111d August 1995. The two men were the 
first Croatian citizens indicted by the JCTFY. 

Racan warned that failure to cooperate with The Hague 
would set back Croatia's efforts to end its international iso­
lation. Many Cro;lts, however, consider the soldiers who 
fought against Serb rebels to be heroes and deny that they 
committed .nrocities in <1 four-year conflict tlMt killed at 
least 10,000 Cm.its, forced hundreds of thousands from 
their homes, wrecked many homes and factories, and de\'­
astatt·d the vital tourism industry. Four members of the 
Croatian Social Liberal Party (HSLS), the second largest in 
the ruling coalition, threatened to resign m·er the war crimes 
issue. Nevertheless, the government easily won a confidence 
vote in Parliament that Prime Minister llacan was compelled 
to call. One of the two indicted men, General futhim Ademi, 
surrendered to The Hague, but at year's end the other sus­
pect, General Ante Gotovina, remained at large. 

Veterans also protested the government's arrest of doz­
ens of Croats who are suspected of killing ethnic Serb civil­
ians during and •1fter the war, largely in battles between the 
newly formed Croatian army and the country's own con­
siderable Serb minority. Some 100,000 war veterans, backed 
by the HDZ, held an antigovernment demonstration in the 
Adriatic coastal city of Split in February to protest the pros­
ecution of Mirku Norac, a retired general, and four other 
war crimes suspects. The 33-year-old Nome was a com­
mander in the former frontline town ofGospic when Croat 
forces massacred Serb civilians in 1991. 

In addition to proving its strength in Parliament, llacan 's 
coalition defeated the HDZ in local elections in May. The 
victories in two-thirds of Croatia's 21 coumies ousted the 
HDZ from control of local governments throughout the 
coumry. The HDZ was, however, the largest single vote 
getter in two-thirds of the coumies and came in second in 
the cosmopolitan capital of Zagreb, home to a quarter of 
Croatia's 4.7 million people. The right-wing HDZ, now 
headed by lvo Sam1der, did particularly well in smaller, ru­
ral counties that were most heavily aftected by the conflict 
with Serbia. Many local campaigns focused on both tradi­
tional grassroots matters and national issues including the 
government's overall performance, European integration, 
and the arrest of war crimes suspects. 

Since coming to power, the llacan government has also 
taken steps to increase judicial independence, protect mi­
nority rights, and make the state broadcaster, Croatian Ra­
dio and Television (HRT), more independent. Overall, the 
changes have improved Croatia's relationships with key 
Western institutions. Most important, the reforms have 
brought the country slightly closer to the biggest prize of 
all: membership in the European Union. Croatia signed a 

Stabilization and Association Agreement with the EU in 
October 2001 that formally made Zagreb a candidate for 
membership in the Brussels-based economic .tnd political 
union. Croatia, howe\'er, is unlikely to become a full EU 
member before 2007. A survey released in February by 
Croatia's European Integration Ministry reported that 78.7 
percent of respondents W•111ted their country to join the 
EU. About the same number believed that membership 
would boost living standards. 

Under the SAA, Croatia will reduce tarifts on EU goods 
progressively through 2007. The EU has jlready unilater­
ally opened its marker to most Croatian products. Croatia 
also signed a pact in February 2001 with the fr>Ur-nation 
European Free Trade Association that will open markets 
for goods beginning in 2002 and later lead to a freer ex­
change of services and establish investment rules. EFTA 
nations .tccount for only 2.5 percent of world trade but arc 
particularly strong in financial services and shipbuilding. 

These moves came on the heels of Croatia's entry into 
the World Trade Organization in late 2000 and signing of a 
Partner~hip for Peace agreement with NATO that same year. 
NATO improved relations with Croatia amid the llacan 
government's efforts to facilitate the return to the country 
of ethnic Serb Croatian refugees and otherwise comply with 
the 1995 Dayton Accords that ended the war in neighbor­
ing Bosnia-Herzegovina. A~ of May 2001, 120,000 Croatian 
refugees and more than 200,000 persons who had been 
displaced within Croatia had returned to the area of their 
original homes, according to the United Nations High 
Commissioner for Reti.tgees. 

DEMOCRATIZATION 

1997 
4.00 

Political Process 
1998 1999-2000 2001 
4.25 4.25 3.25 

2002 
3.25 

Six opposition parties, united in two coalitions, won an over­
whelming victory in Croatia's January 3, 2000, parliamen­
tary elections. Coming just weeks after the death of Croatia's 
authoritarian president Franjo Tudjman, the election was a 
key step in ending the country's international isolation and 
securing Western aid to revive Croatia's moribund economy. 
The first election coalition consisted of two center-left par­
ties: llacan's Social Democratic Party (SDP) and the HSLS. 
The SDP is the successor to the Yugoslav-era League of 
Communists, which had been the sole legal party in Yugo­
slavia from the end of World War II until 1989. Following 
the collapse of communism, it transformed itself into a Eu­
ropean-style social democratic party. The second coalition 
comprised the so-called Poree group of centrist parties: the 
Liberal Party, the regional Istrian Democratic Congress 
(IDS), the Croatian People's Pjrty (HNS), and the Croatian 
Peasants Party. Together, these parties-the "Opposition 



Six"-formcd a co.1lition government under lvica Racan, 
president of the SDP. 

In the final results, the SDP /HSL~ coalition held 71 
scats; the HDZ, 46; the Poree group, 24; and a right-wing 
coalition of the Croatian Party of Rights and the Croatian 
Christian Democratic Union, 5. Several smaller parties failed 
to win sc.lts. Voter turnout was 75 percent. The new gov­
ernment narrowly missed gaining the two-thirds majority 
in Parliament that is needed to change the Constitution, 
while the ousted HDZ, which won more scats than one of 
the coalitions now in government, split between moderates 
and hard-liners. Led by Mate Granic, a former foreign min­
ister, a group of moderates left the party and founded the 
Democratic Center Party, which holds several parliamen­
tary seats. 

While noting some problems with the state media's 
coverage and in the electoral process, the Vienna-based 
Organization for Security and Cooperation in Europe 
stated in its final election report that the balloting "marked 
progress towards meeting the country's commitments of 
democratic governance as a participating state of the 
OSCE." The OSCE noted that news and editorial cover­
age on the state-run Croatian Radio and Tele,·ision was 
more balanced than in previous elections but remained 
"excessively biased in favor of the ruling party, both in 
quantitative and qualitative terms." Similarly, the U.S. 
Department of State found that HR.T's coverage had im­
proved noticeably over previous elections but was often 
biased in favor of the HDZ. Private television and radio 
stations provided more balanced coverage. Private print 
media, however, were often partisan . 

The OSCE also raised concerns about the quality of 
political party representation in election commissions, the 
accuracy and transparency of voter registers, the effective­
ness of campaign finance provisions, and vague provisions 
of the Law on Elections. On election day, observers reported 
serious irregularities in some polling stations in Bosnia, one 
of 47 countries where nonresident Croats could vote and 
where the bulk of out-of-country voting actually occurred. 
Nonetheless, the 2000 elections stood in marked contrast 
with the 1995 elections to Parliament's lower house, which 
the OSCE and other international observers had described 
as seriously flawed. 

The 2000 vote took place under an electoral law that 
the outgoing Parliament had passed on October 31, 1999. 
Under the new law, 140 seats are filled according to pro­
portional representation; 6 are allocated to so-called diaspora 
voters, or Croatian citizens living outside the country with­
out permanent residence in Croatia; and 5 are reserved for 
ethnic minorities. For the 140 general scats, the law divides 
the country into 10 geographical districts, each of which 
has 14 seats. Pre,·iously, voters elected 28 members of Par­
liament in single-seat districts and 92 members according 
to proportional representation. Twelve seats were reserved 
for Croats living abroad and 7 for minorities. The 1990 
Constitution requires the House of Representatives to have 
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only between I 00 and 160 members, who arc elected frlr 
frlllr-ycar terms. 

Perhaps the biggest change under the new law is the 
reduction in the number of additional scats rcscrvt'll for 
diaspora voters. Although they make up only 2 percent of 
Croatia's population, the previous law had given diaspora 
voters 12 scats, or 10 percent of the total. Most are ethnic 
Croats, and their ability to vote was linked to Tudjman 's 
grand scheme of incorporating Croat-majority areas of 
Bosnia into a Greater Croatia. The UN, the Council of 
Europe, and the OSCE had criticized the diaspora seats, 
arguing that ethnic Croats of Bosnia-Herzegovina arc citi­
zens of that country and should not be allowed to vote in 
Croatian elcctiom.. Under the new law, diaspora voters re­
ceive a number of seats proportional to their share of the 
total electorate. Some 85 pcrcc:nt of diaspora votc:rs cast 
ballots for the HDZ. 

Although the OSCE generally considers the new law an 
improvement over the previous electoral law, it has cited sev­
eral concerns, most notably the reduction in the number of 
scats that arc reserved for minorities to 5 from 7. Of these 
scats, it also reduced the number ofsc:ats reserved for ethnic 
Serbs to 1 from 3 (or less than 1 percent of the total), even 
though ethnic Serbs make up some 6 percent of Croatia's 
population. Of the 4 remaining scats, 1 is rcscr\'cd fr)r the 
Italian minority, 1 for the Hungaiian minority, 1. tlw the Czech 
and Slovak community, and 1 for the combined Russian, Jew­
ish, German, Austiian, and Ukrainian minorities. 

The OSCE also said that Croatia's citizenship law, and 
therefore voting rights, is biased in favor of ethnic Croats 
and discriminates against ethnic Serbs. The law allows any 
ethnic Croat living outside the country to claim citizenship 
and thereby vote. In practice, this grants voting rights to 
many ethnic Croats who reside permanently in Bosnia but 
enjoy Croatian citizenship. Meanwhile, the government has 
made it hard for ethnic Serbs who fled Croatian army 
offensives in 1995 against occupying Serb troops in eastern 
Slavonia to document their Croatian citizenship and there­
fore to vote. 

The 1999 election law also distinguishes between two 
categories of internally displaced persons, "expelled" and 
"displaced." The former are overwhelmingly ethnic Croats, 
and the latter arc overwhelmingly ethnic Serbs. According 
to the OSCE, expelled voters outnumbered displaced vot­
ers by 14,500 to 1,400 in the 2000 parliamentary elections 
yet had access to only 2 special polling places; displaced 
\'oters had access to 309. 

Despite these drawbacks, the OSCE noted several posi­
tive features in the law. They included provisions that for 
the first time permitted domestic NGOs to monitor elec­
tions and allowed representatives of some political parties 
to sit on election commissions at all levels. The law also 
eliminated the separate and higher thresholds for coalitions 
to win parry list seats. Now coalitions only have to pass the 
same threshold required for individual parties, which is 5 
percent. 
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The new law further provided for the allorntion to Jll 
parties of broadcast time and print spacc on an equal and 
nondiscriminJtory basis. Although this applied to both pub­
lic and private mcdia, the opposition's primary concern licad­
ing into the elections had been the HDZ's partisan use of 
the state-run HRT. The outgoing lower house adopted 
regulations calling on HRT to provide balanced news and 
editorial coverage, but this stopped short of opposition 
demands to transform HRT into Jn independent public 
broadcaster. 

In contrast with previous clections, all parries had 
wide latitude to campaign freely. In keeping with the new 
law, I 2 NGOs and civic groups monitored the vote. The 
largest was the group Citizens to Observe the Elections 
in an Organized Manner, which deployed more than 
5,000 observers. Under the banner of Glas (Voice) 99, a 
coalition of 148 NGOs encouraged voter participation 
and carried out voter education. 

In 2001, the coalition lost the support of the IDS, 
which pulled out after the government suspcnded the pro­
visions of a new Isrrian County statute that had made 
Italian an official language on a par with Croatian. The 
coalition still had a comfortable majority of 88 seats in 
the I5I-mcmber Parliament. The IDS, which holds 4 
seats, accused the government of failing to show enough 
support for local issues in lstrian County. 

Also in 200 I, Parliament passed a constitutional 
amendment that abolished its upper house. Supporters 
of the amendment argued that the chamber's limited 
powers prevented it from playing a serious role in gov­
ernment and drained resources from the state budget. 
Opponents, mainly followers of the HDZ, accused the 
government of a politically motivated move. Through its 
control of the upper house, the HDZ had been able to 
delay reform-minded legislation. Had the chamber not 
been abolished, the HDZ would likely have retained con­
trol in the next round of elections. 

Croatia's 1990 Constitution vests executive powers 
in a president who is directly elected for a five-year term, 
with a two-term limit. The president appoints the prime 
minister, subject to parliamentary approval, and appoints 
other members of the government based on the prime 
minister's proposals. On February 7, 2000, Croatian 
voters completed a speedy and sweeping change of their 
government when they elected Stjepan Mesic, a reform­
ist, as president in a second round of voting. The elec­
tion capped a two-month period that also saw the death 
of authoritarian president Franjo Tudjman in early De­
cember 1999, the opposition victory in parliamentary 
elections in early January 2000, and a first round of presi­
dential voting that sent two pro-Western moderates to 
the February runoff. 

During the campaign, both Mesic and his second­
round opponent, Drazen Budisa, leader of the ccnter­
left HSLS, pledged to liberalize the economy, reduce the 
powers of the president, promote basic rights, and inte-

grate Croatia into Europe and NATO. Mesic-the last 
leader of Yugosl.wia 's rotating presidency, a onetime 
Tudjman associJte, and the current candidatc of the small 
centrist HNS-won the second round with 56 percent 
of the vote. 

Although Tudjman easily won the I 997 election with 
the backing of J strongly partisan state media and ample 
use of state resources, the 2000 campaign was tightly and 
\'igorously contested and the state media was far more 
balanced. The OSCE noted some problems with the le­
gal framework of the elections but concluded that the 
"elections marked furthcr progress in fulfilling the 
country's commitments as a participating stare of the 
OSCE." 

The elections were called following the death of Presi­
dent Tudjman on December l 0, I 999. In the first round 
of voting on Janu.uy 24, 2000, Mesic won 4I .I l per­
cent; Budisa, the candidate ofrhe cenrer-ldt SDP / HSLS 
coalition, 27.71 percent; and Mate Granic, the foreign 
minister in the outgoing HDZ government, 22 .47 per­
cent. Six other candidates split the remaining votes. Mesic 
and Budisa advanced to a second round since Mesic failed 
to win a majority, which is required under the Constitu­
tion . Turnout was 63 percent in the first round and 6I 
percent in the second round . In the out-of-country vot­
ing, mainly in neighboring Bosnia, voter turnout was only 
in the high teens. 

In its final report on the election, the OSCE said 
that voting was generally fair and transparent, although 
there were irregularities in some polling stations. The state 
broadcaster, HRT, was more balanced in its news and 
editorial coverage, particularly in contrast with previous 
elections but also when compared with the 2000 parlia­
mentary elections. Private broadcast and print media also 
provided generally balanced coverage. The OSCE, how­
ever, expressed many of the same concerns it had voiced 
about the parliamentary elections with regard to the dis­
parity in voting rights between ethnic Croats and ethnic 
Serbs who reside outside Croatia. Observers also reported 
serious irregularities during the first round of voting in 
some polling stations in Bosnia, I of nearly 50 countries 
where nonresident citizens could vote. The procedures 
in Bosnia improved noticeably during the second round . 

Croatia's presidential election law has remained es­
sentially unchanged since it was introduced in I 992 . 
However, the State Election Commission (SEC) carried 
over some reforms from the new parliamentary election 
law for the presidential election. Most notably, the SEC 
allowed domestic NGOs to monitor the election, even 
though the law makes no explicit provision for domestic 
monitoring. It also allowed political parties to observe 
the work of electoral commissions at all levels. However, 
while the I999 parliamentary election law allows party 
representatives to actually sit on the electoral commis­
sions, the I 992 presidential law explicitly prohibits party 
representatives from membership on them. 
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The Racan government has made it easier for NGOs to 
register and has done little to interfere with their work. In 
October 2001, Parliament approved a new Law on Asso­
ciations. According to the International Center for Not­
for-Profit Law, the new law's "positive features" include 
provisions for the voluntary register registration of asso­
ciations, streamlined conditions procedures for register­
ing foreign NGOs, and a reduction in "the government's 
intrusion in issues related to the internal government of 
an association." Under the previous Law on Associations, 
the government had broad powers to block the founding 
of an NGO, monitor NGO activities, and suspend an 
NGO's activities through .1dministrative procedures. 

Likewise, in December 2000, the government com­
pleted J cooperative agreement between itself and the 
country's nongovernmental and nonprofit sector. Among 
other things, this non binding agreement sets forth prin­
ciples of cooperation that are based, among other things, 
on partnership, transparency of activities, the "promo­
tion of equal opportunities for all ," and the "promotion 
of nonviolence and active acceptance of diversities ." It 
anticipates "possible models of cooperation" such as con­
sultation between the legislature and NGOs during de­
liberations over new laws and amendments. Under the 
program, which the government accepted in January 
2001, nearly 16,000 NGOs were invited to "join forces 
and create [this] new framework for the development of 
civil society in Croatia as well as to enhance democrati­
zation and modernization of the society as a whole." 

The two largest NGOs involved in the January and 
February 2000 elections were Citizens Organized to 
Monitor Elections (GONG) and Voice 99, itself a coali­
tion of 148 NGOs. Both groups organized preelection 
informational campaigns. The OSCE's final report on the 
2000 presidential election noted that Voice 99 had en­
gaged in partisan activities and urged NGOs to remain 
neutral when active in the electoral process. GONG also 
deployed more than 5,000 observers and was the largest 
of 12 NGOs and civic groups that monitored the vote. 
In 1997, the election commission had refused to allow 
GONG to monitor the balloting. 

The Croatian Helsinki Committee has been in the fore­
front of human rights monitoring in the country. Several 
NGOs provide legal assistance in cases involving housing 
and citizenship-two areas in which the state is widely be­
lieved to discriminate against ethnic Serbs. Although there 
are no national-based NG Os that work on women's rights, 
smaller groups such as Be Active, Be Emancipated (BaBe) 
are active in Zagreb and other large cities. 

Croatian trade unions, including five major labor con­
federations and several large unaffiliated unions, are gen-
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erally independent. The largest of the five major confed­
erations is the Union of Autonomous Trade Unions of 
Croatia (SSSH) . The others arc the Association ofTrade 
Unions of Croatia, the SSSH's main nationwide com­
petitor; the Confederation oflndependent Trade Unions 
of Croatia; the Coordinating Council of Professional and 
Public Employees; and the Association of Trade Unions 
of Public Servants of Croatia. 

Roughly 64 percent of Croatian workers are union 
members. The country's painful transition to a market 
economy, however, has limited the unions' bargaining 
power. Given Croatia's high unemployment rate, unions 
generally limit themselves to seeking marginal improve­
ments in wages and working conditions rather than push­
ing for comprehensive gains in these areas. 

Although the Constitution permits workers to stage 
strikes, members of the armed forces, police, and civil 
service may not. Unless otherwise specified in their con­
tracts, workers may strike only at the end of their con­
tract, and even then they must first go through mediation. 
In reality, authorities generally tolerate strikes that do 
not meet these requirements. Collective bargaining is le­
gal and is practiced freely. 
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Freed from the harassment of the Tudjman era, Croatian 
media now face few official restrictions. In a much awaited 
move, Parliament approved legislation in 2001 that frees 
both HRT and the HINA state news agency from govern­
ment control. The new law also requires the government to 
privatize HRT's third channel. 

Doubts soon emerged, however, that the law on HRT 
might fail to give broadcasters true autonomy. Under that 
law, which Parliament passed in February, a 19-member 
council will appoint news editors for HTV, the television 
side of the state-run broadcaster. Nongovernmental 
groups will appoint 16 of the council's members. The 
president, prime minister, and Parliament Speaker will 
appoint the remaining 3 members. Western diplomats, 
however, fear that an additional, and influential, man­
agement board with oversight powers will undermine the 
council's independence. Parliament will appoint 6 of the 
board's 9 members. 

Nonetheless, the government's efforts to reform HRT 
are significant given that, according to the OSCE, HlV is 
the main source of information for an estimated 75-90 per­
cent of Croatia's population and that over half the adult 
population regularly watch HlV's main evening news pro­
gram. HRT broadcasts on 3 national television and radio 
networks. Private broadcasters provide 13 television and 126 
radio stations. 
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The Racan government's efforts to grant autonomy to 

HRT arc only the most recent in a series of changes since 
the end of the Tudjman regime that have improved press 
freedom in Croatia. Finally free from government control, 
the Constitutional Court in February and April 2000 struck 
down articles on defamation and libel from the public in· 
formation law and penal code. The Tudjman regime and its 
allies had used these articles to file hundreds of lawsuits 
against independent media. The Tudjman administration 
and its security agents also routinely threatened, dismissed 
from jobs, \\'iretapped, and beat journalists and harassed 
independent media through demands for excessive fees and 
punitive tax enforcement. 

Croatia has 10 national and regional daily newspapers 
and 5 main weekly papers. The two largest dailies, }tttamji 
List and Vcccrnji List, boast circulations of about 200,000 
copies per day. Nevertheless, even these papers have 
struggled under the impact of the country's economic cri­
sis, which has made a daily paper something of a luxury tor 
many Croatians. Moreover, newspapers continue to face 
fallout from the financial problems at Tisak, Croatia's larg­
est news distributor. The company was driven to near bank­
ruptcy by the corrupt dealings of Miroslav Kuttle, a 
businessman who is close to the HDZ leadership. When 
Tisak began withholding payments to newspaper publish­
ers for sales of periodicals, it created serious hardships for 
independent papers. Creditors, and later the government, 
eventually took control ofTisak, and today new companies 
arc distributing papers and magazines. Nonetheless, inde­
pendent media are still having trouble recovering money 
from Tisak. 

According to telecommunications operator Hrvatski 
Telekom, Croatia had around 320,000 Internet users as of 
May 2001. Another 60,000 to 70,000 new users were ex­
pected by the end of the year. HT dominates the market 
but competes with several private Internet service provid· 
ers, including Iskon, GlobalNet, and VIP-Net. 

Governance and Public Administration 
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The reformist government elected in January 2000 has op· 
crated with considerable transparency when compared with 
its predecessor. Moreover, in 2001, as part of its cftixts to 
slash government spending, the Racan government intro­
duced a new salary structure for most civil servants that was 
aimed at reducing by 9 percent the state's overall wage bill 
for the year. Some observers suggested that the salary cuts 
could lead to an increase in corruption, as state workers 
turn to graft to supplement their shrunken earnings. 

Observers say that Croatia should strengthen its cur­
rent government budgeting and audit procedures. The 
World Bank, for example, suggested in a November 2001 

report that the gm ernment try to improve accountability 
in public spending by shifting substanti,11 budgetary respon­
sibility to the Finance Ministry from individual ministries, 
expanding the Finance Ministry's budget supervision au­
dits, and giving Parliament a greater oversight role. 

The coalition's strong showing in the May 20, 2001, 
local elections may abo help improve government adminis­
tration at the gra~sroots level, though by year's end the full 
effect of the elections wa~ not clear. Prime Minister Racan's 
ruling coalition won control of a majority of county assem­
blies in the county and municipal elections and thereby 
sharply reduced the HDZ's power at the grassroots level in 
what were Croatia's freest local polls ever. Although the 
HDZ was the largest party or coalition in 16 of the 20 coun­
ties, it managed to secure a majority in only 4 . 

Although the OSCE concluded that the elections were 
"conducted generally in accordance with OSCE commit­
ments for democratic elections," it did note areas of con· 
ccrn. Foremost among these was the adoption of a new 
local election law on April 11, 200 I-just 39 days before 
the vote. As a result, parties and election commissions were 
not always clear on procedures. Moreover, the law itself, 
the OSCE noted, establishes a quota for minority repre­
sentation in each district but sets our no procedures for 
meeting it. The law also allows the government to call 
elections on only 30 days' notice and permits a party to sit 
on an election commission only after the commission has 
confirmed the party's list. This means that parties arc not 
involved in the critical candidate registration process. In 
addition, electoral rolls continue to identify the ethnicity 
of voters. At the same time, the OSCE said the new law 
was an improvement over previous legislation because it 
allows parties to have some representation on election com­
missions, requires elected representatives to be permanent 
residents in their districts, and makes it easy for nongovern­
mental groups to monitor elections. The OSCE noted, 
moreover, that the provision for ethnic minority represen­
tation, despite its flaws, encourages parties to field minority 
candidates. 

As with the 2000 national elections, ethnic Serbs who 
were displaced from their homes in the civil war found it 
harder to vote than ethnic Croats who arc in similar straits. 
Authorities provided 1,600 displaced ethnic Serbs with 3 
special polling stations and 9,000 displaced ethnic Croats 
with 58 special polling stations. Displaced voters cast ab­
sentee ballots for assemblies in areas where they have their 
permanent residences. 

Regardless of who i~ in power, local governments con­
tinue to face serious financial constraints that stem from 
Croatia's ongoing economic difficulties, the aftereffects of 
war, and the specific arrangements governing local finances. 
According to a May 1998 report by the Congress of Local 
and Regional Assemblies in Europe, local and regional au­
thorities face large disparities in their economic situations. 
Those in areas directly affected by armed conflict in the 
1990s face the most hardships. In addition, Zagreb can 



impose a surcharge of up to 60 percent on income taxes 
collected by the central government, while other cities with 
populations over 40,000 can impose surcharges of up to 
only 30 percent. Moreover, Zagreb gets to keep 45 percent 
of income tax revenues, with the remainder going to the 
state coffers. In contrast, outside Zagreb, the state keeps 
70 percent of income tax revenues and gives only 25 per­
cent to cities and 5 percent to countie~. 

The government also sets aside 40 percent of profit 
taxes frir municipalities and counties. The CLRAE report 
noted, however, that given Croatia's difficult economic 
situation, these taxes do not provide sufficient funds to 

meet local needs. It also criticized the 1992 local adminis­
tration act's broad definitions of the responsibilities of mu­
nicipalities, towns, and counties. These definitions "do not 
suffice to identify clearly, in operational terms, the powers 
assigned to local authorities." The report further noted 
that law~ relating to education, health, culture, and other 
areas often give ministries powers that overlap with those 
of local authorities. 

RULE OF LAW 

1997 
4.75 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
4.75 4.75 3.75 

2002 
3.75 

Human rights in Croatia improved considerably following 
the death of President Franjo Tudjman in late 1999 and 
elections in early 2000 that brought to power a reformist 
president and broke the HDZ's grip on Parliament. The 
new government has generally respected basic rights. It also 
has committed itself to helping ethnic Serbs return to pre­
war homes, curbed the surveillance powers of the domestic 
security services, and cooperated with the International 
Criminal Tribunal for the Former Yugoslavia. 

The government claims that some 80,000 of the esti­
mated 300,000 Serbs who fled Croatia in the 1990s have 
returned. However, Milan Djukic, the head of the Serbian 
National Party, told the Los Angeles Times in J unc 2001 that 
only about 40,000 Serb returnees had come bJck to stay. 
Moreover, significant human rights problems remain, in­
cluding a citizenship law that discriminates against ethnic 
Serbs; unofficial harassment and discrimination against Serbs, 
Roma, and other ethnic minorities; and unofficial discrimi­
nation against women. 

The actual process of returning ethnic Serbs to their 
homes has proceeded slowly, despite the government's stated 
commitments. This is in part because there arc few avail­
able jobs in the regions to which Serbs seek to return. Eth­
nic Serbs also have had trouble receiving pensions and other 
social security benefits, recovering their property, document­
ing their citizenship, and voting. These problems arc most 
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acute in the four former UN-protected areas of eastern 
Slavonia, western Slavonia, the Krajina, and Banija-Kordun, 
which frirmed a self-styled Serb republic in the early 1990s. 

Nevertheless, the Racan government's more tolerant 
attitude toward the Serb minority and willingness to coop­
erate with international investigations and prosecutions of 
war crimes have been particularly striking, given that 
Tudjman had driven Croatia into international isolation over 
these issues. Authorities have helped displaced ethnic Serbs 
return to their homes from their temporary residences in 
eastern Slavonia. The government has also replaced the con­
troversial Commission on Return with a new high-level body 
to oversee returns. In addition, it has made changes to the 
law governing reconstruction that offer the possibility of 
equal treatment for Serbs who were internally displaced or 
refugees. 

Croatian courts have also ordered the retrials of some 
soldiers who were acquitted of war-related killings. In Feb­
ruary 200 l, for example, Croatia's Supreme Court ordered 
the retrial on charges of war crimes of six Croats after a 
lower court found four not guilty and sentenced the other 
two to short prison terms. The six were tried for extortion, 
abduction, and attempted murder of at least 13 ethnic Serbs 
and the murder of one man in 1991. The Court said the 
trial had determined that at least three of the detendants 
had a hand in the murder. In May, Deputy Prime Minister 
Goran Granic stated that the government hoped all ethnic 
Serb refugees would be able to return to their homes by the 
end of 2002. 

Some local authorities and courts, however, have con­
tinued to discriminate against ethnic Serbs and have made 
little progress on providing restitution to Serb property 
owners whose homes were damaged, destroyed, or occu­
pied by ethnic Croats. In the Krajina, western Slavonia, and 
other areas where Serbs seek to return, some housing com­
missions and courts have refused to remove current Croat 
occupants from Serb homes, according to the U.S. State 
Department and other sources. In eastern Slavonia, hous­
ing commissions and courts have continued to evict tem­
porary Serb occupants so that Croats could return . 

The divisive issue of return stems from Croatia's vio­
lent conflicts with Yugoslavia in the early and mid-1990s. 
After Croatia declared independence from Yugoslavia in June 
1991, the Serb-dominated Yugoslav army and rebel Serb 
forces wrested control over parts of western Slavonia and 
eastern Slavonia. They also joined predominantly Serb ar­
eas of Bosnia-Herzegovina under the self-styled Republic 
of Serbian Krajina. Fighting in late 1991 and Serb abuses 
forced many thousands of ethnic Croats to flee the region. 
A 1992 peace plan placed UN troops in areas under Serb 
control in order to protect Serb civilians and speed the re­
turn of displaced Croats. In May 1995, the Croatian army 
launched Operation Flash to recapture Serb-held territory 
in western Slavonia; this was followed in August by Opera­
tion Storm, which recaptured further Serb-held territory, 
leaving only eastern Slavonia in Serb hands. The United 
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States and several other Western governments provided dip­
lomatic support to the two offensives, which led to the dis­
placement of some 150,000 to 200,000 Serbs into eastern 
Slavonia, Bosnia, and Yugoslavia from western Slavonia, the 
Krajina, and elsewhere. 

Faced with huge numbers of internally displaced per­
sons, the government in 1995 passed a law that allowed 
authorities to grant to those displaced temporary use of 
"abandoned" private property. The Law on the Temporary 
Takeover and Administration of Specified Property also set 
up municipal-level bodies to carry out its provisions. In prac­
tice, the housing commissions primarily allowed ethnic 
Croats to occupy homes abandoned by ethnic Serbs. Most 
of the Croats were either displaced from eastern Slavonia 
and elsewhere in the early 1990s or came, with the 
government's encouragement, from Bosnia and Yugosla­
via. Many rdugees and displaced persons also simply occu­
pied property on their own . In particular, many ethnic Serbs 
who were displaced by Operations Flash and Storm moved 
into homes in eastern Slavonia and elsewhere that had been 
abandoned by ethnic Croats in the early 1990s. Legislation 
prohibits evictions until alternative accommodations can be 
found. However, a 1995 amendment to the law rendered 
most Serbs ineligible for this protection. 

The former Tudjman administration came under in­
creasing international pressure to introduce fair return pro­
cedures after January 1998. At that time, the United 
Nations handed control to Croatia of eastern Slavonia fol­
lowing a two-year transitional period under international 
administration, as called for in the 1995 Dayton Accords, 
which ended the Bosnian conflict. Eastern Slavonia was 
the last Serb-held territory not in Croatian hands. Its re­
turn nominally removed the largest remaining hurdle to a 
full repatriation of Croatians displaced by the war. 

Faced with this new reality, the Tudjman regime passed 
two laws that nominally set out procedures for authorities 
to handle returns in an evenhanded manner. The 1998 
Procedures for Return of Persons Who Have Left the Re­
public of Croatia set up methods for ethnic Serb refugees 
in Bosnia and Yugoslavia to regulate their Croatian citi­
zenship status, obtain citizenship papers, return to Croatia, 
and reclaim their property. The 1998 Program for Return 
and Accommodation of Displaced Persons, Refugees, and 
Resettled Persons set up municipal housing commissions 
that included minority members to resolve housing dis­
putes between current occupants and the actual property 
owners. This helped some displaced and refugee Serbs to 
return to their homes. 

In addition to facing problems in reclaiming their prop­
erties, ethnic Serbs have had difficulties regaining tenancy 
rights. Under a law in effect between 1995 and 1998, au­
thorities deemed people who left "socially owned" apart­
ments in war-affected areas to be stripped of their tenancy 
rights if they did not return to them within 90 days. Most 
Serbs who had fled to eastern Slavonia, Bosnia, or Serbia 
in the wake of Operations Flash and Storm could not re-

turn and thus lost their tenancy rights . Courts in eastern 
Slavonia that heard claims for restoration of lost tenancy 
rights frequently recognized these rights for Croat return­
ees but rarely for displaced Serbs. 

Another factor making reintegration of ethnic Serbs 
difficult is the continued uneven application of the 1997 
Law on Convalidation. The law commits the government 
to validate documents, decisions, and acts passed by Serb 
authorities in formerly occupied areas of Croatia, thereby 
allowing ethnic Serb citizens with these documents to ac­
cess state services. Most requests arc from elderly persons 
and deal with pensions and past employment in occupied 
territories during the conflict. 

Another area of concern is Croatia's 1991 citizenship 
law, which discriminates against non-Croat minorities. The 
law allows ethnic Croats to become Croatian citizens purely 
on ethnic grounds. Non-Croats must satisfy stricter re­
quirements to obtain citizenship. Authorities frequently 
have denied citizenship to non-ethnic Croats under the 
citizenship law's Article 26, which allows the government 
to deny citizenship on broad "national interest" grounds, 
according to the U.S . State Department's February 2001 
report on Croatia's human rights record. Authorities have 
also denied citizenship under Article 8, which requires that 
candidates maintain a permanent residence in the country 
for the five years preceding their citizenship applications 
and that their actions demonstrate that they arc "attached 
to the legal system and customs of Croatia," the report 
added. It notes, however, that in 2000, "the Interior Min­
istry began recognizing the period that (mostly ethnic 
Serbs) spent outside the country as refugees as applicable 
to the 5-year residency requirement ." 

Non-Croats must also demonstrate proficiency in the 
Croatian language and Latin script. Lack of citizenship 
makes it hard for Croatian Serbs to return to Croatia and 
for returnee Serbs and those who remained inside Croatia 
to work, receive reconstruction assistance, and apply for 
repossession of property. Muslims also reportedly faced 
trouble in confirming their citizenship. 

In addition to specific problems confronting ethnic 
Serbs, ethnic minorities in general face discrimination in a 
range of everyday areas, including education, employment, 
and housing. "Problems of discrimination and intolerance 
persist in many key fields oflife, particularly concerning Serbs 
and Roma/Gypsy communities," according to a July 2001 
report by the Council of Europe. The World Bank has also 
suggested that ethnic minorities frequently face discrimina­
tion when looking for jobs. "Non-Croat workers have been 
turned down by potential employers, or face barriers in 
obtaining necessary documentation, or suffer from lack of 
protection of their rights," the agency said in an April 2001 
report on poverty in Croatia. The report further noted that 
ethnic minorities who suffer from serious disabilities some­
times have trouble gaining access to necessary government 
benefits. "Access to social benefits and services for work­
incapable non-Croats," the report said, "has been reported 



to be constrained in ,·arious ways, including open discrimi­
nation practiced by some local officials." 

The country's estimated 30,000 to 40,000 Roma face 
some of the most severe discrimination and disadvantages. 
Many Roma lack Croatian citizenship or identity papers and 
have limited education and Croatian language skills. Only 
about 10 percent of Romani children even begin primary 
school, and only 1 percent attend secondary school. Romani 
children, moreover, face serious discrimination at school, 
according to the U.S. State Department report. 

With the change in regime, Croatians have been bet­
ter able to exercise basic rights and liberties. This is par· 
ticularly true in the area of freedom of assembly. Even in 
1999, before Tudjman 's death, Croatian authorities in­
creasingly granted the opposition the same opportunities 
for assembly as the ruling party. The government did not, 
for example, keep opposition parties from holding rallies 
and demonstrations in advance of the January 2000 elec­
tions. In 2001, trade unions organized protests against 
economic reforms that had led to layoffs and salary reduc· 
tions tor employees of the postal service and other public 
entities. In addition, thousands of veterans and support­
ers of the HDZ rallied against the government's pursuit 
of suspected Croatian war criminals. 

In another positive development, in 2000 the govern­
ment annulled a provision of an internal security law that 
gave police wide surveillance powers. During the Tudjman 
years, press reports and some opposition politicians had 
claimed that authorities wiretapped independent media, 
opposition political figures, and others. 

NGOs report that spousal abuse and other violence 
against women is widespread and under-reported. They 
also suggest that alcohol abuse and the economic plight of 
war veterans are partly to blame. Women reportedly face 
some unofficial discrimination in employment opportuni­
ties. Anecdotal evidence suggests that they hold mostly 
low-level clerical and blue-collar jobs and are often the 
first to be fired when companies lay off workers . Women 
are also under-represented in government and politics. 
They won only 21 percent of the seats in the January 2000 
parliamentary elections and 14 percent of the scats in the 
2001 local elections. 

Croatians of all faiths can generally worship freely. 
Roughly 85 percent of Croats are Roman Catholic, along 
with smaller numbers of Eastern Orthodox Catholics, Chris­
tians, Muslims, and Jews. The Roman Catholic Church and 
Catholic Croats receive benefits that are not granted to other 
religious communities. These benefits include state financ­
ing of pensions for priests and nuns and recognition of 
Catholic marriages by the state, which thus eliminates the 
need to register such marriages with civil officials. The HDZ 
government also agreed in 1998 to return Catholic Church 
properties confiscated by the Tito regime after 1945. Jew­
ish leaders say that basic information provided to students 
about Judaism is inaccurate, according to the U.S. State 
Department report. 
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Fundamental rights are underpinned by a court sys­
tem that is slowly moving from being largely a tool of the 
Tudjman regime to an independent body. Although some 
problems still exist-including the persistence of political 
influence, large backlogs of cases, and funding shortfalls­
the Racan government has taken substantial measures to 

grant greater autonomy to judges and prosecutors. In May 
200 l, Parliament adopted legislation that frees the chief 
stare prosecutor from government control and authorizes 
him to choose county and municipal state prosecutors. Pre­
viously, the state judicial council held this authority and 
was criticized for selecting prosecutors based on their loy­
alty to the president and the HDZ. The new law makes 
the rop prosecutor, currently Radovan Ortynski, respon­
sible to Parliament. Just a few months earlier, in Decem­
ber 2000, the government amended the law to give the 
justice minister, rather than the state judicial council, the 
power to nominate and discipline court presidents. Those 
amendments also aimed at making the appointment and 
discipline of judges more transparent by authorizing the 
Constitutional Court to review such proceedings. 

Defendants have the right to see attorneys within 24 
hours of their arrest. In practice, however, authorities re­
portedly have often prevented suspects from having attor­
neys present during all parts of the investigation process. 
Nonetheless, this practice appears to be less frequent un­
der the current government. At times, judges have also 
failed to uphold due process rights that are mandated by 
the Constitution . The court system is highly inefficient 
and severely backlogged, and the pretrial detention pe­
riod is often lengthy. 

Critics say that existing laws are not adequate to pro­
tect ethnic minorities. For example, Parliament in 2000 
abolished provisions of the law on minority rights that had 
ensured representation in Parliament and other public in­
stitutions for minorities making up more than 8 percent 
of Croatia's population. 

The issue of which groups are recognized us minori­
ties has been contentious. In 1998, the government 
dropped from the Constitution's preamble Muslims (the 
largest minority after Serbs), Albanians, and Slovenes as 
recognized national minorities on the grounds that they 
were not indigenous groups. An official Council on Na­
tional Minorities, set up in 1998 as a forum for minority 
views on policy proposals affecting them, appears to have 
had limited influence . 

Corruption 
1999-2000 

5.25 
2001 
4.50 

2002 
4.50 

Since taking office, Croatia's reformist government has in­
troduced measures to combat the nexus of corruption and 
politics that had reportedly reached senior levels of the 
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Tudjman administration and allowed well-connected presi· 
den ti al supporters to gain control of, loot, and bankrupt 
numerous companies. The new government has investigated 
and begun prosecuting numerous businessmen and former 
senior officials . In October 200 I, Parliament approved the 
creation within the state prosecutor's office ofa unit to fight 
corruption and organized crime. By year's end, it was too 
early to judge the new body's impact. 

International observers have generally praised the Racan 
government's anticorruption efforts. For example, the Ber­
lin-based Transparency lnternational's 2001 Corruption 
Perceptiom. Index rated Croatia in a three-way tic fr>r 47th 
place out of91 countries, with a score of3.9 out oflO. The 
top-ranked and least-corrupt country, Finland, received a 
9 .9 . CroatiJ 's score, though low, is still far better than it~ 
71 '1 place ranking in 1999, the last year of the Tudjman 
regime. Likewise, representatives of the NATO Stability 
Pact's Anti-Corruption Initiative in March and again in June 
awarded top marks to the Racan government's anticorrup· 
tion program. 

For now, there is little evidence that the Racan govern­
ment itself is tainted by corruption . Yet corruption clearly 
remains a serious problem, as evidenced by both the Trans­
parency International score and opinion polls of ordinary 
Croatians. In an August 2001 poll by the Center for Mar­
ket Research, for example, 83 percent of respondents said 
that corruption is a problem in Croatia. Fifty-two percent 
said that corruption is worse now than under socialism. 
Respondents cited the health system ( 44 percent) and the 
judiciary ( 13 percent) as areas where bribery and corrup­
tion arc most prevalent. 

The World Bank has drawn a link between corruption 
.md Croatia's rising ratio of pension beneficiaries to con ­
tributing workers, which has led to higher labor taxes. This 
higher labor cost has "pushed economic activity under­
ground, contributing to corruption and higher rents," the 
agency said in an April report on poverty in Croatia. In .1 

move that cut labor costs somewhat, the Racan govern­
ment reduced mandatory employer health and pension con­
tributions. 

The RJcan government has also indicted several former 
government officials and tycoons on charges that include 
embezzlement, tax evasion, and money laundering. Most 
notably, in February 2000, police arrested Miroslav Kuttle, 
a tycoon who allegedly had bankrupted the main newspa­
per distributor, one of Croatia's three main newspapers, and 
other companies through fraudulent dealings. In 2000, 
Prime Minister Racan also placed Deputy Prime Minister 
Slavko Linic in charge of a high-level task force to investi­
gate the legality of privatizations, set up a financial police 
unit, and entered Croatia into the Stability Pact's Anti-Cor­
ruption Initiative. Moreover, "credible ctforts have also been 
made to reduce tax and customs duty evasion," the World 
Bank said in a September 2001 report . 

The Racan government's efforts to sort out the Tudjman 
regime's financial accounts have revealed that official cor-

ruption under Tudjman was perhaps even more extensive 
and deeply rooted than previously believed . The govern­
ment maintained numerous off-the-books spending ac­
counts, manipulated the privatizations of state-owned 
companies, and gave out contracts to benefit friends, family 
members, and political supporters. The September 2000 
lnJ1estmcnt Climate R.cport prepared by the United States 
embassy in ZJgreb noted that under the Tudjman regime, 
"corruption ranged from the petty expectation that bribes 
were to be paid at any and all stages of a business transac­
tion to money laundering and the large-scale siphoning-off 
o f assets by so-called politically connected tycoons." It also 
said that procurement processes were generally "rite with 
corruption." Many observers believe that corruption was 
one of the issues that led to the ddi.:at ofTudjman's HDZ 
in the January 2000 elections. 
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Croatia's economic problems arguably were a major factor 
in the HDZ's defeat in the January 2000 parliamentary elec­
tions and pose possibly the greatest challenge to the cur­
rent reformist government. Since taking office, the Racan 
government has cut public spending and taken steps to at­
tract foreign investment. Yet it will take time for the im­
pacts of these measures to filter through the economy. 

Late in 2001, the government looked set to meet its 
target of reducing the budget deficit to 5.3 percent of gross 
domestic product in 2001 from 6 .5 percent in 2000. Zagreb 
hopes to further reduce the deficit to 4.25 percent of GDP 
in 2002 and 1.4 percent in 2003 . In the process, state spend­
ing would drop to 37.6 percent of GDP by 2003. 

Ahead of the 2000 parliamentary elections, the Tudjman 
administration increased public spending to a record 56 
percent of GDP. Bailouts and the recapitalization of several 
banks also had increased public debt. Meanwhile, in the 
latter half of the 1990s, the government maintained tight 
monetary policies that drove up interest rates and allowed 
the kuna to appreciate . In turn, these effects of monetary 



policy choked off capital investment and stunted exports . 
At the same time, the ab<;em:e of deeper economic reforms 
limited foreign direct inve~tment and torced Croatia to rely 
increasingly on foreign borrowing to finance a widening 
current .iccount deficit . 

The government plans to keep nominal total public sec­
tor wages flat in 2002 and 2003 while increasing some wages, 
J combination that will require some ~tate workers to lose 
their jobs. To this end, the government laid off some I 0,000 
workers in 200 I, nearly 70 percent of them from the De­
fense Ministry. The government also made major cuts in 
the Interior Ministry, where I ,500 workers had Jost their 
jobs by midyear. Both ministries had been instrumental in 
Croatia's independence struggle and in keeping Tudjman 
in power. 

Several economic indicators in 200 l pointed to im­
proved conditions in 2002. In the first seven months of 
200 I, industrial production rose by 5.5 percent and retail 
sales grew by l I .7 percent year on year. Nonship merchan­
dise exports increased by 10.3 percent year on year during 
the first half of the year. 

With the government sticking to a tight monetary policy 
and with oil, labor costs, and producer prices declining, re­
tail price inflation dropped to a two-year low of3.8 percent 
in July 2001 before soaring to 5.8 percent in August. The 
jump came in response to increases in state-set prices for 
electricity, telecommunications, and nan1ral gas. IMF econo­
mists predicted in the fourth quarter that inflation in 2002 
would range from 3.5 to 4 percent. 

The Racan government is focusing its monetary policy 
on keeping inflation in check, mainly through interest rate 
adjustments and open market operations, and on maintain­
ing a st.iblc rate for the kuna. In the first halfof2001, the 
government easily met its benchmark on international re­
serves hcld by the central bank. The Croatian National 
Bank's foreign currency re!>erves exceeded $4 billion in 
August 2001, the IMf said in a November report, although 
the figure was infl.ited somewhat because of spending by 
foreigners during the peak tourist season. 

Sign.iling support for the Racan government's reform 
program, the IMF in March 200 l approved a 14-month 
standby credit worth about $255 million. The credit was 
intended largcly as a precautionary measure and as a boost 
for foreign investor confidence. Given the country's com­
fortable levcl of foreign reserves and good access to inter­
national capital markets, the government was not expected 
to draw down any of the credit. ln December 2001, the 
World Bank approved a $202 million structural adjustment 
loan that will complement the IMF program. 

Many of the Racan government's tough measures, such 
as trimming the budget deficit, cutting spending on state 
salaries, and reforming the pension and health care systems, 
come as part of its commitments to the IMF. This condi­
tioning of loans on liberalization could allow nationalistic 
opponents of the measures to claim that foreign interests 
control economic policy. At the same time, it could hclp 
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the government by allowing it to shift some of the blame to 
the IMf should the public mood sour on the reforms. 

Further signs of international approval of Croatia's re­
forms came from the bond markets, where the government 
was rewarded for its efforts with low borrowing costs. In 
July 2001, the government increased a 10-year, 500-mil ­
lion-euro bond deal by 250 million euros. The spread on 
the increase was only I 82 basis points over German bonds. 

The R.ican government has curbed the Tudjman 
administr.ition 's practice of granting informal subsidies to 

state enterprises. These subsidies m.ike it harder for private 
firms to compete and keep .iiling concerns .itloat. The sub­
sidies included write-oftS of payroll contributions and taxes, 
debt-equity swaps, debt restructuring, guarantees on short­
term loans, and assumption of foreign debts. To replace the 
subsidies, the government has r,1ised the prices of goods 
such as clectricity and gasoline to better reflect market prices. 

In a rclated problem, the level of -Jrrears in payments 
between companies remains high. Total arrears in the 
economy fell to 11 percent of GDP in June 2001from13 
percent at the end of 2000 and 19 percent at the end of 
1999, according to a November 2001 report by the Euro­
pean Bank tor Reconstruction and Development. This largely 
reflected the government's whittling down of its arrears and 
the improved health of the banking system. The report noted, 
however, that the number of enterprises in arrears increased 
to 33,076 in June 200 l from 30,278 at the end of 1999. 
The number with arrears in excess of three months, and 
thus technically bankrupt, is also rising. 

The EBR.D report also suggested that enterprise restruc­
turing has been hampered in part by what it called Croatia's 
inefficient judiciary, which has been unable to cope with the 
rising number of bankruptcy filings. In July 2001, the gov­
ernment launched a $7 million project aimed at improving 
the efliciency of bankruptcy proceedings through better 
training of personnel and information management. The 
project is funded by the World Bank and is being carried 
out jointly with the United States Agency for International 
Development. 

One of the Racan government's priorities for 2002 is 
the privatization of large state enterprises. Already, accord­
ing to the EBRD, the private sector made up 60 percent of 
GDP in 2000, up from 55 percent in 1998 and only 25 
percent in 1992. The Croatian Privatization Fund ( CPF) is 
moving forward with plans to sell off most nonstrategic state­
owned enterprises by the end of 2002. The CPF reduced 
the number of companies in its portfolio to 1,598 in Sep­
tember 2001 from 1,852 in mid-2000 through liquidation 
and sales of minority stakes. Although privatization is criti­
cal to raising government revenue in the short term, it is 
unlikely to raise much revenue after 2003, when there will 
likely be few state firms left to sell off. 

In July 2001, Germany's Deutsche Telekom paid $422 
million co boost its stake in Hrvatski Tclekom, the state­
owned telecommunications firm, to 51 percent from 35 
percent. Citing low tekcom prices, however, Zagreb put 
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off until at le.ist 2002 an initial public offering for up to 40 
percent of the remaining shares in HT. It also delayed 
privatization ofHrvatsk.i Elektroprivreda (HEP), the state's 
electricity board, and Industrija Nafte (INA), the country's 
oil and gas company, saying that it needed more time to 
restructure the two enterprises. The delays opened a hole 
in the government's financing needs that it filled in part by 
increased foreign borrowing. Jadranski Naftovod, which 
runs the Adriatic gas pipeline, is also being prepared for 
privatization. 

In a November 2001 report, the IMF suggested that 
the Croatian government's progress in preparing HEP 
and INA for privatization had been "slower than en\"is­
aged" under the country's standby financing arrangement 
with the agency. The report noted, however, that authori­
ties had appointed privatization advisers for both com­
panies and had taken some decisions on divesting the 
companies' noncore assets. Moreover, the government's 
efforts to foster more competitive energy markets received 
a boost in July 2001 after Parliament approved five laws 
that set out the framework for privatization of energy 
companies and regulation of markets in electricity, gas, 
oil, and derivatives. 

The World Bank has suggested that the Tudjman 
regime's practice of selling stakes in state enterprises to 
managers and employees of these firms has impeded for­
eign investment and made it difficult to carry out further 
reforms. "Insider privatization, in combination with [an] 
interventionist Government and subsidization of ailing 
firms, has created strong coalitions that have been able to 
slow down the restructuring of the economy, protecting 
privileges and rents for entrenched firms and industries," 
the agency said in an April 2001 report on poverty in 
Croatia. 

Reversing the trend of recent years, the government 
has also kept a tight lid on wages and the number of jobs 
in state enterprises. Gross labor costs in 10 large enter­
prises tracked by the IMF were 8 percent lower in the first 
half of200 I compared with a year earlier. These 10 enter­
prises had 2 percent fewer workers in June 2001 year on 
year, and most had programs in place to cut staff. 

Critics blame Croatia's labor laws in part for the country's 
high unemployment, and the World Bank believes that looser 
labor regulations are in order. "Over-regulation of employ­
ment is limiting opportunities for small businesses and flex­
ible working arrangements, both of which could constitute a 
viable alternative to wage employment for the poor," the 
agency has argued. The World Bank has also recommended 
that the Croatian government change the labor law to make 
it easier for employers to fire workers and hire part-time help. 
It also says the government could create a more nourishing 
climate for private sector growth by easing regulations for 
setting up small businesses, improving and harmonizing land 
and real estate registration systems, speeding the flow of com­
mercial lawsuits, and streamlining administrative procedures 
for foreign investment. 

Croatia's banking sector is slowly recovering from a crisis 
that started in 1998 and contributed to the economic re­
cession that began late that year. In a process initiated un­
der the previous HDZ administration, authorities have 
rehabilitated and sold several ailing banks, tightened pru­
dential requirements, and upgraded the legal and regula­
tory framework governing the banking sector. Restructuring, 
privatization, and, recently, mergers have resulted in con­
solidation of the banking sector. 

Growing bank deposits and a reduction in reserve re­
quirements have contributed to falling interest rates and 
easier credit. All insured deposit holders in failed banks 
had been fully paid by the end of 2000. The World Bank, 
however, warned in a September 200 I report that the level 
of nonperforming loans, at about 10 percent of Croatian 
banks' total portfolios, remains "high." 

Foreign owners have brought more professional and 
sophisticated management to Croatian banks. Some 85 per­
cent of Croatian bank assets arc now foreign owned, with 
Italian banks leading the field. Since December 1999, the 
government has sold majority stakes in state-owned Splitska 
Banka, Privrcdna Banka, and Rijecka Banka. Together, 
these three banks had accounted for more than 60 percent 
of all state-owned bank assets. In 2002 and 2003, the gov­
ernment plans to privatize at least three more state-owned 
banks: Croatia Banka, Hrvatska Postanska Banka, and 
Zagrebacka Banka, the country's largest. 

In addition to reviving and selling these six large banks, 
Croatian authorities have shut down or restructured sev­
eral smaller banks whose failure would not pose a systemic 
risk. Since 1999, the Croatian National Bank, the central 
bank, has initiated bankruptcy proceedings against at least 
a dozen banks. It has also appointed temporary adminis­
trators for several banks with the aim of introducing bet­
ter management procedures. Along with stricter prudential 
requirements and improved regulation, these measures 
have increased the liquidity of the banking sector. How­
ever, the poor state of the Croatian economy has meant 
that the newly strengthened banks have had few viable 
lending opportunities. 

Despite spending more than most other Central and 
Eastern European countries on social welfare, the govern­
ment manages to help relatively few needy Croats. This is 
because "most social spending is costly and poorly tar­
geted, while relatively well targeted social assistance pro­
grams are small," according to the World Bank. In addition, 
pension expenditures, which make up the largest category 
of social spending, have actually increased income inequal­
ity.One-quarter of the elderly and disabled do not receive 
a pension, and one-half receive benefits that are not suffi­
cient to lift them above the poverty line. The government's 
social spending, including administrative costs, was 35 
percent of GDP in 2000, according to the World Bank. 

In September 2001, Parliament adopted a package of 
laws trimming 700 million kuna from social welfare ben­
efits. Among other changes, the new laws will reduce some 



pensions and disability payments to civilian and military 
war invalids. Late in 200 l, the government was also set to 
introduce a second round of pension reforms that it hopes 
will make the system more stable. All Croatian workers 
under age 40 will be required to pay 5 percent of their gross 
salaries into a pension fund of their choice. The govern­
ment plans a third phase of pension reform in the future 
under which it would match 25 percent of additional vol­
untary savings. 

Changes like these are designed to put in place a more 
market-based pension system and ultimately replace the 
current pay-as-you-go scheme. The old system receives only 
a small percentage of its revenues from the sale of securi­
ties, with the balance coming from employers' contribu­
tions and other sources, primarily budget financing. Under 
the Tudjman administration, the fund was often topped off 
through indirect loans from the central bank. 

The government has faced strong opposition to its ef­
forts to modify the pension system, in part because of the 
way the Tudjman regime used the pension system to garner 
political support. Pension payments increased to an esti­
mated 14 percent of GDP in 2001from10 percent in 1990. 
This is mainly because the government used pensions to 

cushion the blow of layoffs and awarded pensions to dis­
abled soldiers and the dependents of soldiers from the 1991-
1995 war. Soldiers who were disabled in the war receive 
pensions that are 3.5 times higher on average than those 
received by civilians, while the dependents of soldiers killed 
in the war receive pensions that are 5 times higher than 
civilian pensions. Yet revenues from contributions cover only 
around 60 percent of current pension outlays, thus requir­
ing the government to fill the gap from its central budget 
coffers. The World Bank has suggested that to help address 
these imbalances, the government improve revenue com-
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pliance among farmers and self-employed Croats, index their 
minimum taxable bases to wage growth, and make changes 
to the soldiers' pension benefits. 

The government is attempting to reduce health care 
spending with policies like requiring co-pay1m:nts for some 
medications and putting hard budget caps on hospitals . How­
ever, critics say that an overhaul is needed to wean the system 
from its reliance on government funding and make it sus­
tainable. In a November 200 l report, for example, the World 
Bank revealed that Croatia's current system gives health care 
providers few incentives to cut costs since it pays hospitals on 
the basis of their cost of providing services and encourages 
the use of specialists. The agency suggested that the govern­
ment take measures to shift the use of health services toward 
primary care from more expensive secondary care, raise co­
payments and reduce exemptions, and reduce health insur­
ance payments in areas including sick pay and maternity 
benefits. Public spending on health is around 7 percent of 
GDP annually-almost double the European average. 

By many measures, Croatia's educational system is func­
tioning poorly. The average Croatian student completes 
fewer years of education than his counterparts in OECD 
countries. Only a third of students pursuing higher educa­
tion get their degrees, and those who do complete their 
programs take far longer to do so than is necessary. More­
over, the ratio of students to teachers in secondary schools 
is declining below that found in OECD countries, and many 
teachers are poorly qualified. 

Chm·les G1'fiybow is a co11st1lta11t to scvcml 01;ga11izatio11s 
011 dcmocmtization a11d human rights issues. He is also a 
former research coordinator of Freedom in the World, Free­
dom Home's annual global st1rPey of political rights and 
ci 11il liberties. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 1.50 1.50 ..V..V1 .75 ..v 1.81 ..V..V2.13 

Ruic of Law na na 2.75 ..v..v 3.13 3.13 

Economic Liberalization 1.88 ..v 2.00 1' 1.92 ..v 2.00 ..v 2.08 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 5,049.4 5,619.6 5,109.4 5,528.7 5,290.5 4,920.0 5,472.8 

Real GDP growth(% change) 5.9 4.8 -1 .0 -2.2 -0.8 3.1 3.5 

Inflation rate 9.1 8.8 8.5 10.7 2.1 3.9 4.9 

Exports($ millions) 21,463.0 21,691.0 22,777.0 26,351.0 26,265.0 29,052.0 33,000.0 

Imports($ millions) 25,140.0 27,568.0 27,317.0 28,905.0 28,167.0 32,183.0 38,000.0 

Foreign Direct Investment ( $ millions) 2,526.0 1,276.0 1,275.0 3,591 .0 6,234.0 4,477.0 5,000.0 

Unemployment rate 2.9 3.5 5.2 7.5 9.4 8.8 8.9 

Life Expectancy (years) 73.4 73.8 73.9 74.5 74.7 74.8 75.0 



INTRODUCTION 

Since 1989, the C1;ech Republic has implemented the 
frame\\'ork of a stable democratic ~ociety. In particu­
lar, the country has a solidly liberal Constitution 

that provides for a system of democratic institutions. The 
Charter for fundamental Rights and Freedoms provides 
guarantees for basic human rights, in addition to specific 
political, minority, economic, social, and legal rights. 
Other .1ttributes of a democracy, including respect for 
liberal democratic values and the rule of law, arc present 
but still need time to deepen in the conscience of Czech 
society and in the practice of state institutions. The coun­
try has also joined NATO and is well positioned for ad­
mission to the European Union, having concluded 
accession talks on nearly all of the required legislative 
chapters. 

At the same time, one could argue that in some as­
pects of public life, especially with regard to corruption, 
the situation has actually deteriorated. In the first few 
years after the return to democracy, the Czech Republic's 
elected leaders worked mostly for the broad public ben­
efit and for the reintroduction of the rule oflaw. In more 
recent years, however, there has been an increasing per­
ception that there is greater corruption throughout the 
government. 

As evidence, critics would point to recent efforts by 
the ruling party and its supporters to put election laws in 
place that might hinder smaller political parties; to limit 
the executive powers of the President and the indepen­
dence of the central bank; and to gain influence over the 
media, especially television broadcasting. Public opinion 
reflects this broad political development. In 1989, 33.6 
percent of all Czechs believed that everything was as it 
should be in the country; by 1998 the number had de­
clined to 10.9 percent. Likewise, feelings of fear, anxiety, 
and insecurity affected only 7.8 percent in 1989, but 27.4 
percent in 1998. Nevertheless, against questionable efforts 
like these stands the innate strength of Czech society, cul­
ture, traditions, expectations, and active resistance, all of 
which arc aided greatly by the country's proximity to the 
West and its membership in international institutions. 

The main attributes of a market economy have also 
been put in place over the last decade. Prices and trade are 
largely free. Most state enterprises have been privatized. 
And, by and large, the country has recovered from the 
economic decline of the mid-I 990s. This process was aided 
by strong global growth and the current government's 
commitment to privatize large state-owned assets and at­
tract massive foreign investments. However, the poor per­
formance of remaining state-owned companies and the lack 
of transparency in business still need serious attention. 
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The Czech Constitution provides tor a bicameral, parlia­
mcntaq' system of government. The Chamber of Deputies, 
Parliament's lower house, holds decisive legislative power. 
The Senate, Parliament's upper house, must approve con­
stitutional amendments, election laws, and the election of 
the President, who is chosen by Parliament. The Senate and 
the president may veto all other kgislation and send it back 
to the Chamber of Deputies for another vote. However, a 
simple majority of 101 out of200 deputies suffices tor the 
final approval of a law. Elections to the fi.ill Chamber of 
Deputies occur every four years. Elections for one-third of 
the Senate take place every two years. 

The President, who is restricted to two terms in of­
fice, is elected by Parliament for a five-year period. The 
main presidential powers arc the appointment of justices 
to the Constitutional Court, the seven members of the 
Council of the Czech National Bank, and, upon the rec­
ommendation of Parliament, other high-level public offi­
cials such as the members of the Commission for Securities. 
The President also has the power to pardon indicted or 
sentenced citizens. 

The most recent elections to the Chamber of Deputies 
took place in 1998. The Czech Social Democratic Party 
(CSSD) proved victorious with 32.3 percent of the vote 
(74 seats). The then-ruling Civic Democratic Party (ODS) 
received only 27.7 percent ( 63 scats). Three other parties 
passed the five percent threshold needed to secure scats. 
These were the Communist Party of Bohemia and Moravia 
( 11percent,24 scats), the Christian and Democratic Union­
Czechoslovak People's Party (9 percent, 20 scats), and the 
Freedom Union (8 .6percent,19 scats). 

Although the outcome forced the ODS out of power, 
it negotiated control of several key government posts in 
what has been described as the Opposition Treaty. The ODS 
received top positions in Parliament, including the chair­
manship of the Chamber of Deputies, in exchange for sup­
porting the minority CSSD government. The CSSD and 
the ODS share power more or less equally on various gov­
ernment committees and commissions, as well as on the 
boards of directors of state companies and institutions. For 
the benefit of the public, they maintain a rhetorical con­
frontation, but on key parliamentary votes they work to­
gether. This successful power-sharing arrangement has 
provided the parties a strong motivation to perpetuate the 
arrangement after the 2002 elections, in which the ODS is 
currently considered the frontrunner. 

The strongest political party in the Czech Republic is 
arguably the ODS, whose chairman, Vaclav Klaus, is also 
chairman of the Chamber of Deputies. The ODS has ap-
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proximately 20,000 members and maintains a highly cen­
tralized structure. In the eyes of some observers, the ODS 
has largely been a one-man party sim:e its founding in ] 991. 
While it is indeed right of center in much of its positions, 
the ODS is pragmatic and oti:en supports left of center poli­
cies. For election purposes the ODS has typically supported 
the more conservative principles of limited go\'ernmcnt, 
lower taxes, welfare rd(mn, and market economics. But 
when the party was head of government it resisted some 
much-needed economic reforms, such as changes to the 
country's socialist welfare and pension systems. 

Since 1998, the ODS has supported the CSSD's mi­
nority government. However, Vaclav Klaus has expressed 
some reservations about Czech membership in the EU-a 
high p1iority of the current and previous governments. Some 
observers believe that this view is designed to attract na­
tionalist voters, who arc estimated to account for approxi­
mately eight percent of the electorate. 

The CSSD has risen in influence under the leadership 
of Milos Zeman, a charismatic, former academician. Zeman 
marginalized party leaders who tried to continue the social 
democratic traditions of the past and then transformed the 
party into a populist one. Together with its de facto coali­
tion partner, the ODS, the CSSD follows more a pragmatic 
than a principled path . The CSSD proved victorious in the 
1998 parliamentary elections thanks to its strong criticism 
of the ODS' alleged corruption and embezzlement of state 
property. Howe\ er, it then formed a partnership with the 
ODS, divided power with it, and, as a result, failed to fulfill 
many of its election promises. 

At the CSSD's last party congress, Zeman relinquished 
his chairmanship (as he had pledged after the 1998 elec­
tions) to m.ike room for Vladimir Spidla, a new chairman 
who belongs to the far left wing of the party. Spidla has, 
however, shown himself to be as pragmatic as his predeces­
sor, and much of his rhetoric has likely been tailored to 
highlight the differences between the CSSD .ind its so-called 
opposition-the ODS. For the 2002 election campaign, 
Spidla has promised the expansion of welfare, unemploy­
ment, and various other benefits. In the event that the CSSD 
government would again be voted in, it is likely that neces­
sary reforms would again be avoided. 

The Communist Party has opposed most democratic 
reforms, and it still enjoys the support of more than 10 
percent of Czech voters. With more than 100,000 mem­
bers, the Communist Party has by far the most members of 
all Czech political parties, and it is also the wealthiest. In 
the 2002 elections, the party is expected to retain 12 to 15 
percent of the seats in the Chamber of Deputies. 

The Opposition Treaty was dented somewhat by the 
November 2000 elections in which the ODS, the CSSD, 
and the Communists lost their Senate majority. Together, 
they now hold only 40 out of 81 scats, down from 50 be­
fore the elections. Instead, a significant number of voters 
gave their support to candidates representing the Coalition 
of Four, an alliance of four smaller democratic parties that 

took control of 39 scats. This grouping-frequently referred 
to as the Quad Four-initially consisted of the Christian 
and Democratic Union-Czechoslovak People's Party (KDU­
CSL), the Freedom Union (US), the Civic Democratic Al­
liance (ODA), and the Democratic Union (DEU). In 
January 2002, the US and the DEU merged. Voter turnout 
for the 2000 elections was only 35 percent in the first round 
and about 15 percent in the second round. 

Apart from all of the above-mentioned parties, no other 
groupings have real prospects of winning scats in the 2002 
parliamentary elections. Any new party that might wish to 
enter the political scene will face difficulties in attracting 
the public's attention, as the state only provides support to 
parties that have received three percent of the popular vote 
in a national election. Specifically, any party that passes this 
threshold is given 90 Czech crowns (Kc) ($2.70) per year 
for every vote received. Parties that surpass the Parliamen­
tary threshold of five percent also receive 900,000 Kc 
($26,780) a year for every scat they hold. Independent can­
didates receive no state financial support. 

Despite his limited executive powers and his failing 
health, President Vaclav Havel remains engaged in Czech 
politics and uses his public speeches to express concern about 
political developments in the country. His second, and fi­
nal, term will end in January 2003. 

In 2001, President Havel successfully challenged a num­
ber of laws before the Constitutional Court. In 2000, the 
ODS and the CSSD proposed, and Parliament approved, 
amendments to the election law that would have increased 
the number of election districts from 8 to 35 and raised the 
threshold for parties, including ones joined in coalitions, to 
secure scats. Fearing that the new law would lead to the 
creation of a de facto two-party system, President Havel 
challenged the law before the Constitutional Court, which 
ruled in his favor early in 2001. In December 2001, the 
Chamber passed a new amendment to the election law that, 
among other things, would create 14 election districts and 
improve voting opportunities for Czech citizens who live 
abroad. Final passage of the amendments remained unsettled 
at year's end. 
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The nonprofit, nongovernmental sector in the Czech Re­
public is lively and fairly professional but under-financed. 
Some 50,000 such organizations are now registered in the 
country, the majority of which are involved in local issues, 
regional development, recreational activities, or sports, or 
they pursue cultural, ecological, or family interests. Altl10ugh 
a few organizations focus on women's issues, their impact 
on the social and political scene is limited. Only a handful 
of independent NGOs arc active in the public policy arena. 



There arc three types ofNGOs in the country: founda­
tions, civic associations, and publicly beneficial organiza ­
tions (PBOs). Although around 3,500 foundations are 
officially registered, their activities do not appear to influ­
ence social life. Most foundations do not support their ac­
tivity from seed money but, rather, raise their funds as do 
other NGOs. 

The most active organizations are civic associations, 
which register with little difficulty with the Ministry of 
Interior. The registration of PBOs, on the other hand, 
can be rather difficult . The commercial departments of 
the appeals courts are responsible for granting PBOs reg­
istration, and there appear!> to be reluctance on the part 
of the departments to permit such registrations. For ex­
ample, the Prague Commercial Court rejected the appli­
cation to register the Museum of Tomas Garrigue 
Masaryk, the founding father of Czechoslovakia, as a 
PBO . This case is well known because of the fact that the 
Office of President Havel submitted the application . To 
date, the Court has given no specific reason for its deci­
sion beyond stating, in effect, that a museum cannot 
qualify as a publicly beneficial organization . 

The Czech tradition of financial support for nongov­
ernmental activities was interrupted by the long years of 
Communist rule. As a result, the culture of private giving 
for such work remains underdeveloped. Moreover, Czech 
companies may only subtract two percent of their pretax 
profits from their tax base for charitable donations. Thus, 
as much as 70 percent of all so-called "nongovernmental" 
work is actually supported with government money through 
the Foundation Investment Fund. Most of the remaining 
money for NGO activities comes from abroad. The income 
of nonprofit organizations, including fees for services, pub­
lications, and the like, is not taxed, so long as it is used for 
the purposes outlined in the organization's registration 
documents. 

A debate over the value of voluntary civil society activi­
ties is being waged between President Vaclav Havel, a strong 
supporter and frequent donor of such activities, and Vaclav 
Klaus, who has suggested that only elected officials are en­
titled to be active in the public sphere. President Havel, 
worried about this sentiment, has warned that the June 2002 
elections may be decisive with regard to civil society. They 
will decide, in his opinion, whether the Czech Republic will 
indeed be an open society in which "all citizens, at various 
places and in various ways, can contribute to its fate, and 
thus participate in political life in the broadest sense of the 
word," or will "slowly, imperceptibly, but irreversibly, be­
come closed, until the most substantial issues will always be 
determined only by the same, relatively narrow brotherhood, 
in whose hands economic, political, and media power will 
be concentrated." 

In 2000, the Open Society Fund, based in Prague, noted 
that "[ c ]itizens in the Czech Republic are becoming less 
involved in public affairs. Much public disillusionment stems 
from an agreement between the country's two major po-
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litical parties [ CSSD and 0 OS], excluding nonpartisan civic 
influence on policymaking and creating a political climate 
without real opposition to the government." Although the 
CSSD government does not appear to have the same view 
of NGOs as the ODS, it has cut even the meager support 
that some groups had been receiving under previous gov­
ernments, insisting that the government is only responsible 
for publicly beneficial activities. Public support for the 
country's various Christian charities has mostly stopped­
protcsts and petitions notwith~tanding . For example, sup­
port for the Christian Community of the Emmaus Homes, 
which cares for homeless people and is the only organiza­
tion in the country that provides residential, post-peniten­
tiary care, has been cut so dramatically that the organization 
is having difficulty remaining open. Organizations like the 
ecological group Rainbow and the country's tew public 
policy groups receive no government support. The media 
and the public arc sympathetic to NGOs and, in this struggle, 
generally tend to support them. 

Churches and their social activity have revived signifi­
cantly since 1989. However, the results of the 2001 census 
indicate a sharp decline in the number of people who be­
lieve in God, as compared to the 199 l census. In 1991, 
39. 9 percent of Czechs characterized themselves as athe­
ists, but by 2001 this number had risen to 58 percent. Like­
wise, the U.S. State Department's 2001 report on religious 
freedom in the Czech Republic cites a February 200 I opin­
ion poll which found that "38 percent of respondents 
claimed to believe in God, while 52 percent identified them­
selves as atheists . Nearly half of those responding agreed 
that churches were beneficial to society." 

The largest church in the Czech Republic is the Ro­
man Catholic Church, with 2.7 million adherents. The Evan­
gelical Church of the Czech Brethren has 137 ,000 followers . 
The Hussite Church, originally formed in 1918 as the state 
church of the Czechoslovak Republic, has 95,000 followers 
(down from over 1.5 million before World War II). Some 
20 other small churches are registered in the Czech Repub­
lic, all functioning in a benevolent environment and engag­
ing in ecumenical cooperation. All of these churches receive 
funding from the state, a practice that is likely to provide 
continued motivation for discussions about the separation 
of church and state . 

A few religious charitable organizations, including 
Catholic charities, the Salvation Army, and the Christian 
Association of Emmaus Homes, are active in the country. 
These groups mainly run shelters for the homeless and re­
ceive most of their support from the state. A recently ap­
proved law on churches will seriously complicate their 
charitable work by requiring them to register as publicly 
beneficial organizations. Church otftcials have opposed the 
law on the grounds that the Charter of Fundamental Rights 
and Basic Freedoms stipulates that "churches and religious 
communities establish their organs, appoint their clerics, and 
set up their devotional and other church institutions inde­
pendently of the state administration." 
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There arc few independent public policy research insti­
tutes owing to a lack of private funding for this kind of 
work. The government runs several such institutes in order 
to till the void and sustain at least a few groups that engage 
in collaborative efforts with international organizations. 
However, these institutes serve more to promote govern­
ment strategics than to generate independent debate or pro­
vide critical assessments of public policy. Although interest 
groups influence some political decision making, the pro­
cess sometimes lacks transparency. 

The Czech Republic's education system is free but still 
awaits meaningful reform. Of serious concern is the fact 
that teachers .uc underpaid at all levels of the system. For 
example, elementary and secondary school teachers receive 
a starting monthly salary of8,000 to 9 ,000 Kc ( $220-$270), 
and the average monthly salary as of December 200 I was 
13,500 Kc ($365 ). In comparison, the overall average 
monthly salary in the country is 14,700 Kc ( $400 ), and the 
minimum salary i!> 5,000 Kc ($135 ). In addition, professors 
haYe steadily left Czech universities since the collapse of 
communism to take more lucrative positions in the private 
sector. As a result, some universities have been forced to 

cancel courses owing to a lack of teachers. According to 
media reports, for example, the Philosophic.ii Faculty of 
Charles University in Prague will not teach Czech literature 
in the coming year tor this reason . 

Approximately 40 percent of all Czech workers, mainly 
in large industrial companies, belong to a trade union. Most 
unions are members of the Czech-Moravian Association of 
Trade Unions, which is a successor to the Communist-era 
Revolutionary Trade Union Movement. Czech trade unions 
typically represent their members well. In 200 I, though, 
the International Contedcration of Free Trade Unions criti­
cized the Czech Republic for restricting the rights of public 
sector workers to engage in collective bargaining and, in 
some professions, to strike. It also called on the country to 
improve its record on discrimination against women, Roma, 
and people with disabilities. 
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With the exception of three public media outlets-Czech 
Television, Czech Radio, and the Czech Press Agency-all 
other media in the country arc private. Two p1ivate televi­
sion stations reach a nationwide audience, and another one 
aspires to do so. There are approximately sixty radio stations 
broadcast and a vast number of privately owned and finan­
cially viable print publications. A significant number of radio 
stations and print media outlets receive foreign financing. 

The country's daily newspapers include Lidovc No11iny 
(The People's Newspaper), Mlada froma DNES (Young 
Front Today), Pra1111 (Law), Zcmsll& N11Piny (Lands News-

paper), and S/opo (Word). Of the many weeklies, Respellt 
and Em·o arc the most respected. The private broadcaster 
lV NOVA, which has until recently attracted the m<m view­
ers, is currently undergoing an ownership dispute. The ra­
dio i.tations Frckvcnce I and Evropa 2 arc among the most 
popular private radio stations. Czech Radio Free Europe, 
which is now largely funded by Czech Radio, broadcasts 
all-talk programming SC\ en days a week. 

With nongovernmental public policy organizations so 
weak, the independent media provide the most reliable watch­
dog service in society. A 1997 Law on the Freedom oflnfor­
mation assists them in this em)rt. However, the law does not 
specil)1 sanctions for failure to comply with it and allows the 
government to set arbitrary fees for providing information. 

Legally, there is full freedom of the press and the media 
in the Czech Republic . Article 17 of the Charter of Basic 
Rights and Freedoms states that individuals have "the right 
to express their views by word, script, print, image, or other 
means, as well as [to] freely search for, receive, and distrib­
ute ideas and information." Censorship, according to the 
Charter, is unacceptable. Freedom House's Annual Sun1ey 
of Press Fl"cedom has rated the Czech Republic as "Free" 
since 1990. 

Despite these guarantees, Czech Television has fre­
quently been subject to political influence. In December 
2000, fr)r example, the Council for Radio and Television 
Broadcasting appointed journalist Jiri Hodac as the new 
director of Czech Television. Numerous employees of Czech 
TV opposed the appointment, alleging that Hodac had close 
tics to the ODS. To bring attention to their grievance, the 
employees went on strike and occupied the network's pre­
mises in a sit-in that lasted several weeks. They also broad­
cast their own programs and cast Hodac's appointment as a 
politically motivated challenge to media independence. 
Massive demonstrations then ensued in Prague's Wenccslas 
Square in support of the protesters. 

Although Hodac initially resisted the protest by firing 
several staffers and blacking out all broadcasts, he soon 
agreed to resign under governmental pressure. Neverthe­
less, the strikers refused to stand down until a new interim 
director fired senior managers who were loyal to Hodac 
and until Parliament passed a law intended to limit politi­
cal influence over broadcasting. Both demands were met, 
but nearly a year later opinions were mixed regarding the 
etkctivcncss of the new legislation in increasing the inde­
pendence of the public broadcaster. In November 2001, 
the Council of Czech TV appointed Jiri Balvin as perma­
nent director; he had been serving as interim director since 
February. Although Svatopluk Karasek, a member of the 
council, resigned his position in protest to the appoint­
ment, ten of the group's fifteen members supported Balvin. 
A number of political leaders, including the chairmen of 
the ODS, the CSSD, and the Quad Four, also supported 
Balvin 's appointment. 

Political and economic influence on private broadcast­
ing has also been an area of concern. For example, the 



private broadcaster TV NOVA has openly supported the 
ODS and Vaclav Klaus. TV NOVA was originally financed 
by the American company CME Enterprises, but in 1999, 
according to news reports, Zelezny forced CME out of 
the company and relaunched the station . CME Enterprises 
responded by filing suits both against Zelczny and the 
Czech Republic. Although CME has lost a number of court 
cases inside the country, the Paris-based International 
Court of Arbitration ruled in 2001 that Zelezny must pay 
CME $27 .1 million for failure to honor a noncompctition 
agreement . In response to CME's suit against the Czech 
Republic for failure to protect its investment in the coun­
try, the Court ordered the Czech Republic to pay dam­
ages. Although the amount of these damages has not yet 
been decided, CME has demanded some 23 billion Kc 
(more than $600 million). 

Funding for public media has caused worries as well. In 
the government's 2002 budget, funding for Czech TV is 
short 50 million Kc ($1.49 million) for wages-an amount 
that will not be necessary, according to the station's man­
agement, once a planned reorganization is completed and 
numerous employees let go. There is some speculation that 
one of Czech TV's two channels is being prepared for 
privatization . The situation at Czech Radio appears to be 
worse, with several programs set for cancellation, including 
the prime-time commentary program "Mikroforum." The 
programs of the cultural station "Vltava" are being cut even 
more severely. 

There is some unease about the concentration of print 
media ownership in two or three large companies. Although 
these companies appear to have no political agenda, some 
observers have argued that their efforts to secure a profit 
have kept some papers seriously understaffed. As a result, 
investigative journalism in the Czech Republic is limited to 
a few individuals, mostly working for the two independent 
weeklies Rcspckt and Euro. 

In 2000, two journalists were indicted by the govern­
ment for refusing to disclose their sources for a report on a 
smear campaign against the vice chairwoman of the CSSD. 
The report had alleged that an employee of the Office of 
the Prime Minister had ordered the campaign. Czech courts 
upheld the right of the journalists to protect their sources, 
and President Havel offered them a pardon. It was later 
revealed that the story was indeed true. 

The Center for Democracy and Technology has re­
ported that the Internet in the Czech Republic is " now 
considered a vital source of information for many Czech 
NGOs and businesses." However, it notes that "[p]rice, 
particularly the per-minute local connection fee, is a serious 
impediment to widespread access." According to the Inter­
national Telecommunications Union, there were 1.4 mil­
lion Internet users in the Czech Republic in 2001, or l ,362 
users per 10,000 inhabitants. There were also 209.78 
Internet hosts per 10,000 inhabitants (or a total of215 ,525 ), 
and 12 personal computers per 100 inhabitants. 
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The Czech Constitution, which was adopted in Decem­
ber 1992, establishes a relatively good framework for checks 
and balances among the legislative, executive, and judicial 
branches of government. The Chamber of Deputies i~ the 
effective rule-making institution, but individual members 
of the Chamber, the Senate, and the government may pro­
pose laws. However, since budgetary constraints often limit 
support staff and hinder the preparation of legislation pro­
posals, most laws arc prepared by the government and sub­
mitted to Parliament for consideration. Dc~pite the passage 
of the Law on Access to Public Information, these pro­
posals are made available to the public only upon their 
submission to Parliament. Few become the 1!ubject of public 
debate, because the institutions and customs of civil soci­
ety and the press have not developed sufficiently to ad­
dress them. Even when they do, Parliament r.uely pays 
much attention, as there is little public pre~sure for ac­
countability. 

The instrument of the Parliamentary lmestigative 
Committee has been introduced in the Czech Parliament 
but has not yet proven very effective. For example, when 
the Committee recently investigated the collapse of IPB, 
the largest Czech bank, its target appeared to be thcn­
Minister of Finance Pavel Mcrtlik for his role in the man­
ner in which the bank was sold. The question of who caused 
the bank's failure and the resulting loss to Czech taxpay­
ers of more than 100 billion Kc ($2.8 billion) never be­
came the subject of the Committee's investigation. 

In 2000, under pressure from the EU, the Czech Re­
public established eight self-governing regions and held 
elections for their new administrations. Some observers 
have argued that the elections, which were governed by a 
new law that some say favo rs larger parties, delivered a 
narrow victory to the Coalition of Four. Although the re­
gions have few powers at the moment, their influence is 
expected to grow as government authority is further de­
centralized. Among their new competencies are education, 
regional development, social affairs, transport, culture, the 
environment, and health. However, according to the Eu­
ropean Commission's (EC) annual report on Czech ac­
cession to the EU, "the financial arrangements [related to 
these competencies] remains to be settled ." The report 
also notes that "several important laws entered into torce" 
after the regional elections, including the Acts on Regions, 
District Offices, and Budgetary Rules. 

Formally, the new regional governments will begin 
fi.mctioning in 2002 and will have responsibility for el ­
ementary and secondary education, health care, and re­
gional transportation. Under current law, the regions have 
no independent revenue sources. Instead, all of their fund­
ing comes from the central budget. Although the central 
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minbtries arc reluctant to part with their authority over 
these funds, the situ.nion is likely to change in the future. 

Local governments have been in place since 1990 and 
appear to have sufficient authority to serve their communi­
ties. Some 70 percent of town and village council represen­
tatives were elected ac; independents. Although the Chamber 
of Deputies approved legislation in 2000 that would have 
excluded independent candidates from local elections, the 
Senate rejected the law by a margin of one vote. The ODS, 
which had proposed legislation, did succeed in passing con­
troversial legislation that prevented independent candidates 
from running in the 2000 regional elections. 

The Czech civil service is still in need of serious reform. 
Although Parliament completed its first reading of a new 
Act on the Civil Service in May 2001, the proposed law has 
yet to reach final passage. According to the EC's report on 
Czech accession, the absence of this law is "impacting nega­
tively on the effectiveness of the public administration, in 
particular by encouraging short-term political appointments 
and by preventing the establishment ofattractive career pros­
pects." However, the EC's report also notes that the Czech 
government has taken "some positive steps." Among these 
are the opening of a Department for the Civil Service within 
the Office of the Government and the establishment of the 
Institute of State Administration, "which will be respon­
sible for organizing training for all state civil servants." 

RULE OF LAW 
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The Constitution provides for the independence of the 
Czech National Bank, the Supreme Audit Office, and the 
Constitutional Court. These safeguards have played a ben­
eficial role in recent years, and the Constitutional Court in 
particular has played a valuable part in providing indepen­
dent reviews of legislation. During the period covered by 
this report, for example, the Court struck down key ele­
ments of a new election Jaw that, in its view, would have 
given significant advantage to larger political parties and 
made it difficult for smaller parties to gain representation in 
Parliament. Also in 2001, the Court ruled against measures 
it believed would limit the independence of the Czech Na­
tional Bank and reduce the president's powers. Specifically, 
the Court rulcd against constitutional changes that would 
have placed further limits on the executive powers of the 
president, including his power to appoint Constitutional 
Court judges and the top management of the Czech Na­
tional Bank. Although the CSSD-ODS alliance had man­
aged to push these changes through Parliament, President 
Havel challenged them and won. 

The Czech judiciary comprises disoict, regional, and higher 
couns, plus the Supreme Court. Approximately 70 percent of 
the country's judges have been appointed since 1989. The 
Ministry of Justice nominates judges, and the president ap­
points them essentially for life. In fact, though, a judge's ten­
ure is only until the age of 65, at which point the Ministry of 
Justice has the discretionary power to dismiss them. 

Although the judicial system is largely independent, it is 
still in need of serious reform. In its annual reportS on Czech 
accession to the EU, the EC has consistently criticized the 
Czech judiciary for its inefficiency and advocated a variety of 
reforms. In its 2001 report, the EC identified tl1e following 
"key areas for further improvement": me pace of court pro­
ceedings, the enforcement of court decisions, the training of 
judges and prosecutors, and the improvement of administra­
tive support for judges and courts. 

Likewise, in 2001, the Open Society Institute's EU Ac­
cession Monitoring Program released a study of judicial inde­
pendence in which it notes that despite "considerable progress 
in reforming its court system and guaranteeing the indepen­
dence of the judiciary ... a number of important problems still 
need to be addressed by the ongoing reform process." These 
include the Ministry ofJustice's influence over judicial admin­
istration and judges' careers, the need for sufficient funding 
for courts, and tl1e persistence of generally negative attitudes 
toward the judiciary. According to tl1c report, "Underlying 
these particular problems are a lack of political will to com­
plete the process of reform and a pervasive public mistrust of 
tl1c judiciary." 

In 2001, Parliament approved amendments to the crimi­
nal proceedings code. Changes to the code include distinguish­
ing the roles of investigators and prosecutors and accelerating 
tl1c proceedings for lesser crimes. In addition, amendments to 
the civil proceedings code and the commercial code mat arc 
aimed at simplifying and accelerating proceedings also took 
effect. Although these arc important reform measures, tl1erc 
has been some concern that they will place furmcr burdens on 
an already inefficient system. Some observers have expressed 
concern, for example, that under tl1e new civil code, defense 
attorneys will be able to prolong litigation through its manner 
of presenting evidence. Likewise, under the new criminal code, 
the burden of proof in the pretrial phase will now fall on the 
prosecution, which is already undcrfinanccd and understaffed. 
The backlog of cases, which is already formidable in tl1e civil 
and commercial sectors, thus could tl1cn extend to criminal 
courts and make tl1c judicial system appear more paralyzed in 
its work. 

Another area that awaits reform is the Communist-era 
system of selecting new judges. Under this system, applicants 
for judgeships arc selected from newly graduated law students, 
who first serve for tl1rcc years as court apprentices and arc 
men appointed as judges \vithout fulfilling any other require­
ments. In December 2001, the government prepared, and 
Parliament approved, tl1c new Law on Courts and Judges, 
which is intended to improve judicial independence. How­
ever, the law has come under criticism by some judges for 



instituting government oversight over judges. Specific.lily, it 
calls for additional education for judges and the screening of 
judges by the Ministry of Justice. The law gives the justice 
minister the authority to single out judges for review at his 
discretion. Many judges oppose the law as intruding on, rather 
than increasing, their independence. 

Approximately 90 percent of <tll state prosecutors began 
their service prior to 1989 and appear open to improper intlu­
ence by defense attorneys. As a result, according to Supreme 
State Prosecutor Marie Benesova, about 70 percent of all cases 
submitted by investigators for prosecution are set aside by pros­
ecutors. In particular, cases involving the alleged criminal ac­
tivities of the post-Communists often fail to appear before a 
court-not to mention the crimes of communism. Although 
many criminal cases are not even investigated, the situation 
could improve under the country's recently amended criminal 
code. Also of concern is the fact that under the current gov­
ernment the Ministry of Interior has replaced practically all 
police and security employees who entered service after 1989 
with individuals whose careers date to the Communist era. 
These so-called "experts" include, among others, former Com­
munist guards of political prisoners. 

President Havel has spoken out against the pressure ex­
erted on police units fighting organized crime, corruption, 
and serious economic criminality. He has also publicly stated 
that he suspects that "someone is successfi.illy attempting to 
destabilize successful police units." In addition, President Havel 
has noted his concern with the "embarrassing inability of the 
state to resolve [these] cases and uncover the culprit, all of 
which has a detrimental impact on the apparent waning of 
citizens' confidence in the democratic state, in the democratic 
system and its institutions." 

The most important human rights problem in the Czech 
Republic involves the treatment of the country's Roma mi­
nority, which makes up approximately three percent of the 
Czech population. Although the majority of the population is 
tolerant, some groups-especially skinheads-target Romas 
with hatefi.il acts. Investigations of these crimes usually lead 
nowhere, and many Romas live in a state of permanent insecu­
rity. Although the Roma community continues to face dis­
crimination in education, housing, and employment, some 
positive steps have been taken in the country. In 2001, for 
example, the L'lw on the Rights of National Minorities took 
effect. According to the EC, this law "strengt11ens the legisla­
tive framework for the protection of minorities." It also con­
tains provisions on the status of the Council for National 
Minorities, the purpose of which is "to ensure that minorities 
have access to the decision-making process as well as the op­
pornmity to make proposals." 

A negative phenomenon that deserves some mention is the 
growth of the skinhead movement. According to a police re­
port on extremism, the number of skinheads grew by 25 per­
cent in 2000, reaching a total of around 6,200. The number of 
criminal acts by the skinheads, mostly of a racist nanire, also 
grew in 2000 and totaled 364. In July 2001, tl1e minister of 
interior pledged to wage a war against this kind of extremism. 

Corruption 
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Corruption, building to a large extent on practices in tl1e 
Communist period, permeates Czech society. Sociologists 
speak politely about the "temporary separation of the mar­
ket from law, and procrastination of the state in forming the 
institutions of market society." According to some interna­
tional assessments, however, the country is now one of the 
more corrupt countries in Europe. For example, in its Cor­
ruption Perceptions Index of 2001, Transparency Interna­
tional ranked the Czech Republic 47'" out of 91 countries 
surveyed and gave it a score of 3.9 (with 0 representing the 
highest level of perceived corruption and 10 representing 
the lowest). Bulgaria and Croatia received the same ranking. 
The only European countries to score worse were Latvia, 
Moldova, Romania, Russia, Slovakia, Turkey, and Ukraine. 

In addition, in its annual report on Czech accession to 
the EU, the EC was critical of corruption in the Czech Re­
public, noting that "there continues to be a need for clear 
political leadership and setting of example from all political 
figures in order to create a more favorable environment for, 
and to mobilize a skeptical public opinion behind, anticor­
ruption measures." Of particular concern in tl1e Czech Re­
public is a lack of transparency in government procurement. 
Put simply, receiving a government contract is considered 
impossible without paying a bribe or having political connec­
tions. The standard rate of the bribe is reportedly 10 percent 
of the value of the contract, and the amount is often passed 
through legal channels in the form offees to mediating com­
panies that allegedly have ties to government officials. On 
June 8, 2001, the Supreme Audit Office announced that, 
according to its findings, the government violates existing 
laws in every otl1er government procurement. 

In the Czech Republic's initial transition period, the 
privatization of state-owned enterprises and assets also lacked 
transparency, and the present government won the 1998 
election partly on promises to bring justice to these matters 
and to "put the tunnellers and fraudsters into jail." That 
year, the government launched a "Clean Hands" initiative, 
but its goals remain largely unfulfilled today. Likewise, al­
though the Czech Republic has signed the relevant multi­
lateral anticorruption conventions, it has not effectively 
implemented them. Regular police investigations of corrup­
tion led to a few convictions in 2001, but most cases never 
made it to court. For example, massive bank losses in the 
early stages of privatization have largely been swept under 
the carpet and are being paid for by taxpayers. It is worth 
noting, though, that in October 2001 the Czech Republic 
hosted the Tenth International Anticorruption Conference. 
The Czech chapter of Transparency International and the 
Czech government hosted the conference, which, accord­
ing to Transparency, "was the first of its kind in Central and 
Eastern Europe." Politicians, government officials, NGOs, 
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international development agencies, and private sector busi­
nesses were in attend.mce. 

According to a survey conducted in May 200 I by the 
German polling company GfK Group, 39 percent of the 
population believes that the government most responsible 
for the spread of corruption and bribery in the Czech Re­
public is that of Milos Zeman; 29 percent pointed to the 
earlier governments ofVaclav Klaus; 19 percent blamed the 
previous Communist regime; and only 5 percent stated that 
government is not responsible for corruption and bribery. 
Nearly three-quarters of all Czechs believe themselves to be 
the victims of corruption caused by the country's new rich 
and powerful. 

Despite such findings, there arc practically no anticor­
ruption measures in place, and no codes of conduct exist 
for public officials. When the weekly newspaper Respelztob­
served in 2001 that the Zeman government had failed to 
keep its election promise of combating corruption, the prime 
minister called the paper the "garbage can of Czech jour­
nalism" and threatened to "ask for such financial compen­
sation that Respelztwill finally be smashed." The conflict led 
to a thorough recapitulation of proven or suspected acts of 
corruption by the government ministers in the media, and 
the prime minister's threat elicited international indigna­
tion. One observer of the Czech Republic noted that "the 
heavy-handed attack of Prague against the press is an of­
fense against Western values." 
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Over the last decade, the Czech Republic has been a leader 
in economic reform in post-Communist Central and East­
ern Europe. The country undertook massive reforms in 
the early 1990s and again in the late 1990s following the 
1997 currency crisis. As the EBRD has noted, the Czech 
Republic "has made considerable progress in transition with 
80 percent of economic activity in private hands, a large 
degree of price liberalization, an open foreign trade re-

gime and no major constraints to foreign investment." 
More recently, the Czech economy has climbed out of 

recc!>sion. This is due both to global economic trends and to 
the current government's policies, namely its commitment to 
privatizing large state-owned banks and to encouraging a large 
inflow of foreign investment (averaging $5 billion a year since 
1999). In 2001, GDP was expected to grow around three 
percent, and inflation remained low at 4.1 percent. However, 
by the end of tl1e year unemployment had returned to an his­
toric high of9.4 percent. 

Despite this generally positive evaluation, much remains 
to be done in the Czech economy. The EBRD, for example, 
has suggested tl1at the Czech Republic needs a "new wave" of 
reform. This wave would include jumpstarting a stalled pro­
cess of restructuring industrial enterprises, completing the 
privatization program, reducing fiscal deficits so that "neces­
sary investments in infrastructure" can be made, improving 
"municipal infrastrucn1re ... and transport links," and develop­
ing a financial sector that provides much-needed services to 
companies. 

Some areas of economic reform still require attention, es­
pecially tl1e legal and regulatory environment in which busi­
nesses operate. Bankruptcy laws, for example, have been 
improved slightly but remain largely ineffective. In addition, 
tl1e regulation of capital markets remains unsatisfactory, and 
sufficient investment capital is generally lacking. There are also 
sizable backlogs of cases in tl1e commercial courts, and tl1e 
already high rates of taxation have been rising rather tl1an fall­
ing. Finally, government support for the development of small 
and medium enterprise is still weak, and tl1e welfare system 
continues to serve as an excuse for many individuals to avoid 
finding work. 

Government balances are also an area of concern. The 
current government has run increasingly sizable budget defi­
cits-now around 10 percent of GDP-in part to compensate 
for tl1c debts incurred by state-owned banks under tl1e previ­
ous administration. Altl10ugh overall government indebted­
ness is still below the EU's limit of 60 percent of GDP, its 
growth is worrisome in the absence of any plans to reduce 
mandatory government expenses. 

Altl10ugh the Czech Republic liberated most prices in 
1991, energy prices are still regulated. Electricity prices paid 
by Czech consumers are now substantially higher than the 
price the Czech electric power monopoly, CEZ, receives for 
its surplus electricity in European markets. Gas prices are also 
higher tl1an they would be in a free market. 

In addition, residential rents have not been fully deregu· 
lated. Persons who have not moved from their apartments since 
1989 pay rents that are up to ten times lower tl1an currently 
negotiated rents. The experience from East Germany has 
showed tl1at rent deregulation can be beneficial by opening 
housing markets and allowing housing investment to develop. 
The country's post-Communist governments have feared tl1at 
deregulation of this market would lead to social disturbances. 

The Czech Republic's pension system has two compo­
nents: a pay-as-you-go system that is funded by a 26-percent 



payroll tax and a supplemental, voluntary pension fund. 
According to the ERRD, the system's deficit total-; 20 bil­
lion Kc ($600 million), or approximately 1 percent of GDP. 
More than 2 million Czechs, or around 40 percent of the 
working age population, contribute to private pension 
plans. The current government remains committed to a 
social welfare policy under which the government is obliged 
to care for individuals' needs. In July 200 I, an amend­
ment to the Pension Insurance Act went into effect. Ac­
cording to the EC, the act "tightens conditions for early 
retirement and provides incentives for later retirement." 

According to the World Bank, life expectancy in 2000 
was 74 years. Infant mortality was 6 per 1,000 live births. 
The 2001 United Nations Human Dc11clopmcnt R eport 
notes that the poorest ten percent earn 4.3 percent of na­
tional income, while the richest ten percent earn 22.4 per-
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cent. However, average wages have grown steadily since 
1989, reaching an average 14,700 Kc per month ($430). 
Changes to the labor code took effect in 2001, including 
stronger language on the protection of individuals from 
discrimination in employment. 

The management and funding of the country's edu­
cation system have been neglected since 1989. Although 
the 2001 Human Development Report notes that educa­
tion funding accounts for 13.6 percent of total govern­
ment expenditures, problems such as low salaries are driving 
teachers and professors to employment in other sectors. 
By European standards, salaries are also low in the health 
care sector. 

Petr Vancura is the director of the Prague Institute for Na­
tional Security. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 2.10 1' 2.05 .J, 2.06 1' 2.00 1' 1.94 

Rule of Law na na 2.63 1'1' 2.38 1'1'2.13 

Economic Liberalization 2 .13 1' 2.00 1' 1.92 1.92 1.92 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 2,416.5 2,980.2 3,173.6 3,617.0 3,609.1 3,508.5 3,785.6 

Real GDP growth(% change) 4.6 4.0 10.4 5.0 -0.7 6.9 4.5 

Inflation rate 29.0 23.1 11 .2 8.2 3.3 4.0 6.1 

Exports($ millions) 1,697.0 1,813.0 2,294.0 2,690.0 2,515.0 3,289.0 3,782.0 

Imports($ millions) 2,363.0 2,832.0 3,419.0 3,806.0 3,337.0 4,077.0 4,689.0 

Foreign Direct Investment($ millions) 199.0 111.0 130.0 574.0 222.0 324.0 350.0 

Unemployment rate 9.8 10.0 9.7 9.9 12.4 13.8 12.7 

Life Expcctanqr (years) 67.8 69.8 70.2 69.8 70.6 70.6 71 .0 



INTRODUCTION 

Since the early years of post-Soviet transition, Estonia 
has been a regional front-runner in consolidating a 
democratic system of government and a pro-Western 

market economy. The country's political system has been 
remarkably stable during the last decade, despite several 
changes of government that sometimes occurred in the midst 
of well-publicized scandals. Today, Estonia can attribute 
much of its stability to the fact that successive governments 
have been in agreement on significant broad policy ques­
tions, even if they have disagreed on specific issues. 

This consensus has allowed Estonia to implement some 
of the most extensive political and economic reforms in the 
former Soviet Union. For example, most of the country's 
leaders have supported the ongoing drive to European 
Union and NATO membership, which requires significant 
legislative changes to bring Estonian law into harmony with 
EU and NATO standards. In relation to many other coun­
tries in the region, the country's economic growth over the 
last 10 years has also contributed to overall political stabil­
ity. Finally, Estonia's leaders have been able to draw upon 
the political and economic successes of the country's brief 
interwar period of independence, a time that is still within 
living memory of many older Estonians, as a model for cur­
rent and future policy decisions. 

For the last 10 years, Estonia has enjoyed free and fair 
parliamentary and municipal elections, and the government 
has respected basic freedoms, including freedom of the press, 
religion, and the judiciary. Despite some problems with cor­
ruption, predominantly at the local governmental level, inter­
national corruption-ranking organizations have rated 
Estonia as the least corrupt country in the former Soviet 
Union and Eastern Europe. The status of the large non­
citizen, mostly ethnic Russian, population remains a source 
of tension between Estonia and Russia . However, various 
legislative and policy initiatives do continue to address this 
issue. 

Estonia's ongoing commitment to fiscal discipline and 
structural reforms has led to remarkable progress in the es­
tablishment of a market-oriented economy. Since regaining 
independence, Estonia has privatized most state-owned 
enterprises, enacted very liberal trade policies, welcomed 
foreign investment, and pursued generally prudent mon­
etary and budgetary policies. Nevertheless, the country still 
struggles with a large current account deficit, high unem­
ployment, and relatively slow progress in achieving social 
sector reforms. The country's rural population, the elderly, 
and others who live on fixed incomes have been among 
those hardest hit by the transition process. 

The year 2001 witnessed some surprising changes in 
Estonia's political leadership. First, a former Soviet leader 
in Estonia assumed the largely ceremonial role of president 
in September. Three months later, a longtime opposition 
leader was named mayor of the capital city, Tallinn, and the 
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prime minister announced that he would step down in early 
2002. Despite these changes, entrance into tl1e EU and other 
Western institutions remained a cornerstone of Estonia's 
economic and foreign policy, and the necessity of meeting 
often strict EU membership criteria continued to drive much 
of the country's reform efforts. The economy continued to 
recover from the recession caused by the August 1998 Rus­
sian financial crisis, though at a somewhat decelerated rate. 
The last phase of privatization, which involves the long­
dclayed sale of the nation's railroad, moved forward slowly 
amid political and financial controversies. 

DEMOCRATIZATION 
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Throughout the last decade, Estonia's political system 
has remained largely stable. Elections have been con­
ducted both freely and fairly, and successive governments 
have pursued pro-market and democratic reform policies 
along essentially the same lines. The country has also re­
mained stable despite several collapses of national gov­
ernments that have been linked to scandals involving state 
officials and to unpopular or failed privatization programs. 
Estonia's independent media have been quick to publi­
cize such negative developments, which have led to grow­
ing popular disenchantment with many of the country's 
political leaders. 

This disillusionment, as well as continuing economic 
difficulties across much of the country, contributed to 
the victory of Arnold Ruutel, the former chairman of 
Estonia's Supreme Soviet, in the September 2001 presi­
dential election. While Ruutel's win surprised some in 
this steadfastly pro-Western country, others saw it as an 
understandable reaction to the often painful transition 
process of the last decade. At year's end, Prime Minister 
Mart Laar announced that he would resign in early 2002 
because of growing infighting among members of the 
national ruling coalition. 

In the wake of the restoration of Estonia's indepen­
dence, the public's desire to break with the Soviet past led 
to the victory of the Western-oriented, center-right Pro 
Patria Union in the September 1992 parliamentary elec­
tions. Lennart Meri, a Soviet-era dissident and foreign min­
ister in postindependence Estonia, was elected president 
the same month by direct vote (the procedure subsequently 
reverted to the election of a president by Parliament). Two 
years later, Prime Minister Mart Laar was ousted in a no­
confidence vote over alleged financial improprieties and 
was replaced by Environment Minister Andres Tarand. 

Estonia's second parliamentary vote, held in March 
1995, marked a political shift in the legislature, as the cen-
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ter-kft Coalition Party/Rural Union alliance secured the 
largest number of votes. The results reflected popular dis­
satisfaction among elderly and rural voters, who were hard­
est hit by the Pro Patria-led government's market reforms. 
Tiit Vahi, a moderate who was chosen prime minister, formed 
a center-left coalition with the left-wing Center Party but 
promised to continue the previous government's reform 
policies. 

for the succeeding 31/2 years, the Estonian govern­
ment was led by fragile minority coalitions and left-right 
partnerships. Although two governments would collapse 
in the wake of political scandals-one involving illegal wire­
tapping and another involving luxury apartments that were 
obtained illegally during the privatization process-the 
political system remained stable and reforms continued, if 
not always at the desired rate. 

The 1999 parliamentary elections resulted in the for­
mation of a majority government-one with greater pros­
pects for longevity-by a center-right coalition. Although 
the left-wing Center Party received the most votes of any 
single party, the center-right Reform Party and Pro Patria, 
along with the somewhat more left-leaning Moderates, put 
aside enough of their differences to form a majority coali­
tion. The three parties, which together captured 53 seats 
in the 101-seat legislature, evenly divided the 15 cabinet 
seats among them. The new leadership of Prime Minister 
and Pro Patria member Mart Laar, who had been the pre­
mier earlier in the decade, used its majority in Parliament 
to pass various legislative measures, including emergency 
spending cuts and radical tax code changes that were part 
of the coalition's broader economic liberalization program. 

In contrast with the government's progress on the 
legislative front in 1999 and 2000, the Estonian political 
scene was rocked in 2001 by a number of scandals in­
volving high-level officials. In February, the newspaper 
of the opposition Center Party published a bizarre story 
that accused Prime Minister Laar of having fired at a pho­
tograph of his long-standing political rival, Center Party 
leader Edgar Savisaar, at a shooting range in May 1999. 
When an investigation revealed that Laar had participated 
in the shooting, some opposition parties and major na­
tional newspapers called on the premier to step down. 
Although Laar initially claimed that he could not remem­
ber any details of the episode, he later admitted that he 
probably had been involved and that he regretted his ac­
tions. However, he refused calls to resign. According to 
a March public opinion poll, 46 percent of Estonians dis­
approved of his decision. 

In addition to Laar, other senior government figures 
faced scandal in 2001 in connection with the planned 
privatization of the country's national railway, Eesti 
Raudtee. Media scrutiny revealed that a convicted felon, 
Italian-born Antonio Angotti, was among the managers 
of the international investment group that had been 
awarded purchase of the railway and that President Meri's 
national security adviser, Eerik Kross, had assisted Angotti 

in entering the country. Kross resigned his position in April. 
Transport and Communications Minister Toivo Jurgenson 
and Economy Minister Mihkcl Parnoja also saw their repu­
tations and popularity suffer in connection with the rail­
way scandal. Parnoja's public standing had already been 
harmed when the earlier privatization of Estonian Energy 
had led to a rise in electricity prices. 

The same month, Prime Minister Laar survived a no­
confidence vote initiated by the Center Party, the largest 
opposition party in Estonia, which accused the govern­
ment oflack of transparency in Eesti Raudtee's privatization 
proceedings, as well as of neglect of rural and regional 
policy and growing unemployment. As a result of these 
revelations and scandals, public opinion polls indicated that 
confidence in the government was only 28 percent, the 
lowest since the three coalition partners came to power 
after the March 1999 elections. Support for Laar was reg­
istered at just 22 percent, while Jurgenson and Pamoja 
were ranked as the country's least popular state ministers. 
Nevertheless, Laar resisted pressure to reshuffle his cabi­
net, and both Jurgenson and Parnoja kept their positions. 
Months later, Parnoja announced his resignation, saying 
that negative public opinion and media reports had forced 
him to step down. 

Popular disenchantment with the government, coupled 
with growing economic hardships in the countryside and 
the failure of the three-party ruling coalition to rally be­
hind a single candidate, led to the victory of former Soviet 
Estonian leader Arnold Ruutel in the September 2001 
presidential election. Early predictions had projected a win 
either for parliamentary Speaker and Reform Party mem­
ber Toomas Savi or for Professor Peeter Tulviste of Pro 
Patria. However, Ruutel surprised many poll watchers with 
his successful bid for the presidency after having lost the 
previous two presidential elections to Lennart Meri, who 
was barred by the Constitution from seeking a third con­
secutive term. 

In three rounds of parliamentary voting that took place 
over August 27 and 28, no candidate received the required 
two-thirds majority. As a result, the election was moved to 
a vote by the 367-member electoral college of parliamen­
tary members and 266 local government representatives, in 
which a candidate needs only a simple majority to win. 
During the first ballot on September 21, Ruutel, the hon­
orary chairman of the opposition People's Union, received 
114 votes, followed by Savi with 90, Tulviste with 89, and 
Peeter Kreitz berg of the Center Party with 72. When the 
top two contenders faced off in the second and final round 
of voting, Ruutel defeated Savi by a vote of 186-155 (with 
25 unmarked or spoiled ballots). Ruutel enjoyed strong 
support from local officials in rural areas that have suffered 
in Estonia's ambitious drive for market reforms. Although 
Ruutel affirmed that the country's foreign policy priorities 
of EU and NATO membership should not change, he 
stressed that reducing unemployment and improving op­
portunities for education would be among his main goals. 



However, any changes in government policy arc likely to be 
limited because the president's post is largely ceremonial. 

On December 19, shortly after Parliament adopted 
the 2002 national budget, Prime Minister Laar announced 
chat he would resign the following month because of in­
creased infighting within the national ruling coalition of 
Pro Patria, the Reform J>,1rty, and the Moderates. His de­
cision followed on the heels of the collapse of the same 
three-member coalition in the Tallinn City Council less 
th.in a week earlier when the Reform Party withdrew its 
support and announced that it would form a coalition with 
the opposition Center Party. Some analysts maintained chat 
Laar's decision was a tactical move to try to salvage Pro 
Patria's declining popularity by moving it into the politi­
cal opposition. Nevertheless, Laar's government will still 
enjoy the distinction of having survived longer than any 
ocher since Estonia declared independence. 

The various political scandals and frequent changes of 
government during the last 10 years have contributed to 

the public's general lack of interest in participating in the 
country's political process. After voter turnout at the na­
tional level increased slightly from 67 percent during the 
1992 parliamentary poll to approximately 70 percent in 
1995, it declined more sharply to 57 percent in 1999. 
Among the reasons cited for the decline were confusion 
over the various candidates and parties, many of which 
espoused similar platforms, and a perceived inability to in­
fluence the political system through voting. 

In local elections, voter turnout remained steady, 
though below figures at the national level. Approximately 
52 percent of eligible voters, including noncitizen perma­
nent residents, took part in the 1993 and 1996 elections. 
In the 1999 local elections, turnout dropped to 49 .4 per­
cent. Among citizens, turnout was 50.9 percent; nonciti­
zen participation was only 43 percent. 

Voter apathy has also been expressed in the low levels 
of party membership in Estonia. According co a survey 
conducted by the domestic Saar polling agency in 1997, 
only 2 percent of ethnic Estonians and 1 percent of 
noncthnic Estonians stated that they had joined a political 
party. Figures from 1998 indicated chat women comprised 
nearly half of all party members. A February 2001 public 
opinion poll revealed chat only 39 percent of respondents 
had a definite party preference and that popular support 
for all parties had declined during the previous year. 

In an attempt to gain wider public support, many po­
litical parties have merged during the last decade. Between 
mid-1998 and mid-2000 alone, the number of political 
parties registered in Estonia declined by roughly half, from 
28 to 13. The parliamentary electoral law also encourages 
the formation of larger, and therefore fewer, political par­
ties by establishing a 5 percent threshold chat parties must 
meet in order to enter Parliament. Just two months be­
fore the registration deadline for the March 1999 parlia­
mentary elections, Parliament approved an amendment to 
the Law on Parties that raised from 200 to 1,000 the num-
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ber of members that a party must have in order co register 
and run in an election . Some smaller parties raised con­
cerns regarding the late introduction of these changes and 
claimed that the move was prejudicial against them. 

Despite the continuing decrease in the number of par­
ties in Estonia, the country's electoral system remains mul­
ti party based at all levels of government. Seven electoral 
coalitions and 9 parties competed in the 1995 national 
legislative elections, and 12 parties cook part in the 1999 
poll. In September 1998, 13 political parties were repre­
sented in Parliament. After the 1999 poll, there were only 
7, due largely co mergers of smaller parties. Nineteen par­
ties participated in the 1996 local elections; the number 
decreased slightly to 14 in 1999. 

Although the Constitution stipulates that only citi­
zens of Estonia may be members of political parties, non­
citizens, the majority of whom are Russian-speaking 
nonethnic Estonians, may vote in local elections. Several 
political parties have been formed to address the concerns 
of both citizen and noncitizen Russian speakers and to 
increase their involvement in Estonian policies. Other par­
ties maintain that they already represent the interests of 
different ethnic groups throughout the country. Of the 
eight parties represented in Parliament after the March 
1999 elections, only one, the Estonian United People's 
Party, can be considered a predominantly Russian party. 
The Unity in Estonia Party, which regards itself as politi­
cally center-right, was officially registered in October 2001. 
Although two-thirds of its members are nonethnic Esto­
nians, the party's leadership rejects claims chat it is solely a 
"Russian" party. 

Questions regarding the participation of Russian speak­
ers in the country's political life were highlighted in De­
cember 1998, when Parliament adopted changes to the 
country's laws on national and local elections. Under the 
amended law, candidates muse possess sufficient Estonian 
language skills to participate in their respective assembly's 
work and understand legal acts. The amendments, which 
took effect in May 1999, did not affect candid aces in the 
March 1999 legislative elections. 

The Organization for Security and Cooperation in Eu­
rope criticized the amendments as incompatible with 
Estonia's Constitution and international human rights stan­
dards. The commissioner of the Council of Baltic Sea States 
also expressed concern that they would restrict a citizen's 
right to run for office and the right of the electorate to 
vote for the candidates of their choice. On November 21, 
2001, in a reversal of policy, Parliament voted to abolish 
the Estonian-language requirement-a decision chat helped 
convince the OSCE to end its 10-year mission in Estonia 
on December 31. At the same time, though, Parliament 
adopted two laws, on November 20 and December 4, re­
spectively, making Estonian the official working language 
of Parliament and local councils. Reportedly, it did so to 
balance the law abolishing the Estonian-language require­
ment for candidates in national and municipal elections. 
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During the decade since the restoration of independence, 
Estonia's NGO sector has undergone significant and often 
rapid changes. Popular mass movements in the late 1980s 
helped sec the tone for the nation's emerging political par­
ties and eventually gave way to many smaller, more special­
ized nonprofit groups that engaged in various types of 
activities. Nevertheless, the legacy of the Soviet era and 
ongoing economic difficulties throughout much of the coun­
try continue to impede the development of civil society. 
Many NGOs face such challenges as insufficient manage­
ment skills, financial constraints, and inadequate coopera­
tion with the government sector and the general public. In 
response, local and international groups have taken seeps to 
address some of these problems by organizing training pro­
grams, conducting research into the state of the councry's 
nonprofit sector, and providing opportunities for greater 
information exchange. 

The first several years after the disintegration of the 
Soviet Union witnessed a rapid growth in Estonia's non­
profit sector, with the establishment of hundreds of new 
NGOs and the renewal of some voluntary organizations 
that had been active before 1940. By 2001, the Central 
Commercial Registry listed some 14,000 nonprofit asso­
ciations and foundations. More than half of these groups 
are housing and real estate associations; the remainder 
are largely sports clubs, rnltural associations, professional 
and trade unions, hobby organizations, and religious­
based groups. Smaller numbers ofNGOs are involved in 
charity work or engaged in issues like education, health, 
politics, and the environment. Women's issues are repre­
sented by such diverse organizations as Estonian Women 
in Film, the Estonian Women's Studies and Resource 
Center, and the Estonian Environmental Women's Union. 
Despite the remarkably large number of officially regis­
tered nonprofit organizations, most arc either small in 
size or largely inactive. 

After nearly half a century of Soviet rule in Estonia, 
organized religion holds a less prominent role in society 
than during the interwar years of independence. Although 
church attendance enjoyed an initial increase during the 
independence movement of the early 1990s, the number of 
churchgoers has decreased significantly over the last several 
years. Most Estonian citizens are nominally Lutheran. There 
is also a large Christian Orthodox community chat mainly 
comprises the country's ethnic Russian population. Bap­
tists, Methodists, Roman Catholics, and other Christian 
sects, as well as Jews, Muslims, and Buddhists, represent a 
smaller segment of the religious community. A number of 
religious groups are engaged in local charity work. The 
Agape Center, an initiative of the Methodist congregation 
of the city of Parnu, and the Tallinn Christian Care Center 

operate as'iistance programs that include educational out­
reach, clothing donations, and soup kitchens. 

Popular participation in NGOs remains constrained in 
part because the existence of a truly independent third sec­
tor-as opposed to the enforced voluntary activities of the 
Soviet period-is still a relatively new phenomenon. Ocher 
factors include larger economic concerns, which limit the 
ability of much of the population to engage in charitable 
activities, and a belief chat civic initiatives will not solve the 
country's problems. Although the exact proportion of the 
population involved with NGOs is difficult to determine, 
one recent study found that less than 40 percent are pare of 
at lease one nongovernmental group, broadly defined to 
include political parties, trade unions, protessional and edu­
cational associations, and cultural and charity organizations. 
According to a 2001 study conducted by CIVICUS and 
the Open Estonia Foundation, 42 percent of NGOs sur­
veyed reported membership bases of 30 people or fewer. 
The same study indicated that perhaps only half of all non­
profit groups in the councry enjoy active membership bases. 

In addition to staff and volunteer shortages, most NGOs 
continue to suffer from limited institutional and organiza­
tional capacities. One of the greatest challenges facing Es­
tonian nonprofit organizations remains improving the overall 
level of professionalism. Scaff members often lack sufficient 
management and administrative skills in areas like proposal 
writing, accounting, budget elaboration, and public rela­
tions. Nonprofit organizations are frequently led by boards 
of directors that are not very active or adequately familiar 
with their responsibilities as board members. During the 
lase several years, a small but capable cadre of local trainers, 
usually associated with NGO support centers, has devel­
oped to assist members ofless developed nonprofit groups. 

The long-term financial \'iability of most NGOs remains 
uncertain because of decreasing aid from foreign sources, 
inadequate fund-raising efforts, and limited public experi­
ence with philanchropic activity. Membership fees, public 
support, and domestic foundation grants are the main 
sources of financing. Foundation grants are the most im­
portant source of support for smaller NGOs. For the ma­
jority of nonprofit groups, gifts from businesses and 
individuals and income derived from charitable events and 
other activities are less significant funding sources. How­
ever, most NGOs do receive financing from three or more 
sources. 

Although foreign donations may be relatively large in 
volume, the number of organizations that receive aid from 
such sources is quite small. In recent years, local govern­
ment bodies and businesses have begun to contract with 
NGOs for various services. The Ministry oflnternal Affairs 
has established standards for the delegation of services and 
the involvement oflocal authorities in this process. Increas­
ingly, NGOs recognize the importance of sound financial 
management and accouncing. Some large groups already 
have professional financial staffs and sophisticated financial 
reporting systems. 



Recent legislation governing the operation of nonprofit 
organizations includes the Law on Nonprofit Associations 
and the Law on Foundations, which allow groups to earn 
income only for use in achieving the objectives specified in 
their articles of association. Nonprofit associations and foun­
dations do not pay taxes on grants, and they enjoy exemp­
tions or deductions for income earned on the investment of 
grant funds or endowments. By law, NGOs must provide 
detailed reports of their management and financial activi­
ties. The Law on Nonprofit Associations states that a non­
profit group may be recognized as a legal entity only ifit is 
officially entered in the nonprofit associations and founda­
tions register. According to a recent survey of Estonian 
NGOs, only a fifth of those polled regard the registration 
process as complicated. 

In an effort to help remedy some of their organiza­
tional and financial concerns, nonprofit groups have dem­
onstrated an increasing willingness and ability to exchange 
information and cooperate on joint projects. The Network 
of Estonian Nonprofit Organizations (NENO), an umbrella 
group for the country's NGOs, provides training programs 
on diverse topics such as nonprofit management, strategic 
planning, fund-raising, attracting and using volunteers ef­
fectively, and working with board members. It also issues 
publications on various NGO topics in Estonian, Russian, 
and English. NENO helped to organize Estonia's first na­
tional NGO conference in 1999 for nonprofit groups to 
discuss issues of mutual interest and concern; the second 
such conference was held in November 2001. However, 
although many NGOs belong to umbrella groups like 
NENO, they maintain relatively weak links to such groups, 
which sometimes fail to communicate effectively with their 
member organizations. At the same time, the 2001 
CIVICUS-Open Estonia Foundation study found that 
nearly half the NGOs surveyed reported having active or 
very active cooperation with civil society groups other than 
umbrella bodies. 

Another ongoing problem for the nonprofit sector is 
the general public's unawareness of, or indifference to, 
the activities of Estonian NGOs. This is true in part be­
cause many groups spend little time publicizing their work. 
Since most NGOs arc not well versed in public relations, 
the media devotes relatively little attention to them. Ac­
cording to a 2001 survey of nonprofit groups, 77 percent 
of respondents reported that they function primarily on 
the local level. The rem.1ining groups reported operating 
on the national or international level. Perhaps not surpris­
ingly, local and regional newspapers tend to provide greater 
coverage of local nonprofit groups than do national me­
dia . One notable exception has been the inclusion in a 
leading Estonian paper of a monthly supplement that high­
lights developments in the nonprofit sector. The paper has 
been publishing the supplement since May 1999 with in­
ternational donor support. 

The government's perception of the NGO sector con­
tinues to improve. In an attempt to strengthen cooperation 
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between the state and the nonprofit sector on shaping pub­
lic policy and legislation, representatives of approximately 
20 leading NGOs and political parties signed a memoran­
dum of cooperation in December 1999. As a result of the 
memorandum, the two sides established a chamber of co­
operation for maintaining regular contact, prepared a docu­
ment entitled "The Estonian Civil Society Development 
Concept" in 2000, and submitted it co Parliament in April 
2001 for eventual adoption . Seminars and contCrenccs in­
volving the NGO community and government officials have 
become more frequent, and the Ministry of Finance has 
asked NGOs to provide input into the state budget pro­
cess. Still, it is primarily larger, well-known NGOs acting 
on the national level that participate in the drafting of legis­
lation and other political discussions. 

Estonia's trade union sector, which operates indepen­
dently from the government, has continued to see mem­
bership decline in recent years. According to the U.S. State 
Department, membership in the Central Organization of 
Estonian Trade Unions (EAKL), the countq•'s principal 
trade union alliance, decreased from a reported high of 
500,000 in 1992 to 330,000 in 1993, 200,000 in 1994, 
and only 58,000 in 2000. This decline has been attributed 
largely to the privatization and breakup of large, govern­
ment-owned enterprises and the subsequent shift of work­
ers to smaller firms and the service sector. The Organization 
of Employee Unions, which split from the EAKL in 1993, 
has 45,000 members. A central union of food-processing 
and rural workers was established in the late 1990s. Ap­
proximately one-third of Estonia's workforce reportedly 
belongs to one of these three labor federations. 

Entrepreneurs organizations have grown in Estonia 
since the mid- l 990s. The country's largest business orga­
nization, the Estonian Chamber of Commerce and Indus­
try, has a membership base of around 3,000 large companies 
and smaller enterprises. The Estonian Business Association 
represents 46 enterprises, while the Estonian Association of 
Small and Medium-Size Businesses encompasses approxi­
mately 400 member groups. The Estonian Farmers' Fed­
eration, whose membership declined from 10,000 in 1991 
to approximately 5,000 in 200 I, represents the interests of 
farmers. The Estonian Chamber of Agriculture and Com­
merce, which unites Estonian agricultural producers, pro­
cessors, and other groups in the food sector, consists of 
more than 100 member organizations and companies. 

Although the Constitution stipulates that only citizens 
of Estonia may join political parties, noncitizcns may form 
nonprofit and social groups. A number of organizations 
addressing the interests of ethnic minorities have been es­
tablished, including the Russian Culture Union, the Union 
of Teachers of Russian Schools, and the Union of Slavic 
Educational and Charity Organizations. Estonian law pro­
hibits political parties and associations from directing their 
activities toward the violent change of the country's consti­
tutional S)•stcm or from otherwise violating criminal law. 
Politically active interest groups focus on issues such as cdu-
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cation, the environment, minority rights, and social wel­
fare. Organizations involved in public policy research , in­
cluding the Jaan Tonisson Institute and the Estonian 
In~tittt tc for future Studies, have worked with the govern­
ment to affect policy on economic, political, and human 
rights issues . The country's educational system, which is 
free from political control, has seen the number of private 
schools increase during the last decade . In 2000, there were 
nine private universities, compared to five in 1998, one in 
1995, and none in 1990. The number of private primary 
and secondary schools has risen from none in 1990 to 23 in 
1995, 28 in 1998, and 30 in 2000 . 

1997 
1.75 

Independent Media 
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1.75 
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1.75 

2001 
1.75 
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1.75 

Since the coll.1pse of the Soviet Union, Estonia developed a 
vibrant media sector that is characterized by a surprisingly 
large number of print and broadcast outlets given the 
country's small population. Partly as a result of intense com­
petition for limited advertising and subscription revenues, 
financial difficulties continue to plague some newspapers 
and broadcast media. Despite various legislative shortcom­
ings, particularly regarding the criminalization oflibcl, Es­
tonia enjoys an independent press that is free from 
government interference . 

Privately owned media began to appear in Estonia in 
the late 1980s, shortly before the restoration of indepen­
dence. The daily Postimecs was the first paper to be priva­
tized, and it has consistently been the best-selling paper in 
the country. The first nongovernmental radio station be­
gan broadcasting in 1990, and the first licenses for private 
broadcasters were issued in 1992. 

For a country of only 1.4 million people, Estonia boasts 
three nationwide television stations: the privately owned TV3 
and Kanai 2 and the state-run public service channel Esto­
nian Television (ETV). The license of another national com­
mercial station, TVl, was revoked in October 2001 after it 
failed to p.1y transmission tees . State and private channels 
broadcast Russian-language programs. Cable and satellite 
networks offer programs from all over Europe . 

More than 30 radio stations, both private and govern­
ment run, operate throughout the country. Eesti Raadio, 
the state-owned public service broadcaster, offers a mix of 
popular and classical music, news, and Russian-language 
programs on four stations: Raadio 2 (popular music), Raadio 
4 (Russian-language broadcasts) , Vikerraadio (music and 
information), and Klassikaraadio (classical music). Other 
popular radio stations include the privately owned Radio 
Elmar and Radio KUKU. 

All Estonian-language daily newspapers arc privately 
owned and receive no state subsidies. There arc dozens of 
weekly papers and magazines, as well as local and regional 

publications. Of the country's six national daily newspa­
pers, four arc printed in Estonian and two in Russian. Ac­
cording to a National Readership Survey conducted in 
mid-200 I, circulation of the four major dailies was 264,000 
for Ohtulcht, 258,000 for Postimces, 169,000 for Eesti 
J>ac!'flleht, and 86,000 for Aripacl'. The country's two larg­
est weeklies, Eesti Eluprcss and Maaleht, account for about 
90,000 copies per week. There arc approximately a dozen 
Russian-language newspapers, including the dailies Estonija 
and Molodjozh Esto11ii, which in mid-2001 had circulations 
of 78 ,000 and 62,000, respectively. In a high-profile mur­
der case, the publisher of Estonija and Vcsti Ncdelja Pim, 
the largest Russian-language weekly, was shot dead near his 
home on March 9, 2001 . Police maintained that the motive 
for the attacks and the suspects were unknown. 

The Baltic News Service (BNS) is a privately owned 
news agency. It is headquartered in Tallinn and has branches 
in both Latvia and Lithuania. BNS and the Estonian News 
Agency (ETA), previously the state-run outfit, arc the 
country's two main news agencies. 

Following the restoration of independence, the gov­
ernment ended its monopoly on printing and distribution 
facilities . Although the former state newspaper printing plant 
in Tallinn formally belongs to the government, a private 
company now operates it. The state docs not interfere in 
the running of the f'!-cility. The country's various regional 
printing plants and distribution networks arc privately owned 
and operated. 

One of Estonia's main media organizations is the Esto­
nian Newspaper Association (EALL), an umbrella group of 
newspaper publishers, editors, and journalists that was es­
tablished in 1990. Uniting over 40 newspapers that are 
printed in Estonia, the EALL defends the common inter­
ests and rights ofncwspapcrs through lobbying efforts, train­
ing courses, and publications for member organizations. Of 
the 14 members of the EALL board, 2 arc women. In 1991 , 
the EALL established the Estonian Press Council, compris­
ing various broadcast and print-related organizations, as a 
regulatory body that supports the development of profes­
sional standards and practices for journalists and examines 
complaints about the media. Other media associations in­
clude the Association of Estonian Broadcasters, the Jour­
nalists' Union, and the Media Educators Association. 

Some private media outlets continue to face financial 
difficulties. This is due in part to the disparity between the 
large number of competing media organizations and the 
small size of the country's population . On October 3, 2001 , 
for example, the Broadcasting Transmission Center sus­
pended the transmissions of commercial station TVl, which 
owed the center 1.5 million kroons ($88,000). Employees 
of the station had not been paid in August and September, 
and some workers had already quit their jobs. TVl, which 
the Polish company Polsat purchased in December 2000, 
had additional debts totaling some 10 million kroons (more 
than $500,000) . On October 22, the minister of culture 
annulled the station's broadcasting license. 



Despite receiving government funding, the state-run 
ETV has faced numerous financial problems, which have 
led to deep funding cuts, staff dismissals, and reductions in 
programming. In May 200 I, the government agreed to 

provide a state guarantee for a 37-million-kroon ($2.07 
million) IO-year loan to ETV. The amount was less than 
halfofthc 77 million kroons that ETV had requested. One 
of the conditions for the guarantee was that a draft law on 
turning ETV and Estonian Radio into a joint public broad­
casting organization be prepared by the following month. 
On August 20, the cabinet endorsed the bill, which Parlia­
ment still must approve. The proposed merger is expected 
to reduce expenses through the establishment of a single 
management structure and a mechanism for using funds 
more flexibly. 

After the country's media advertising market declined 
from a high of about 720 million kroons in 1998 to some 
640 million kroons in 1999, it increased in 2000 to around 
670 million kroons. Ry the third quarter of2001, the me­
dia advertising market was about 520 million kroons, with 
one source estimating that the year-end figure could ex­
ceed 740 million kroons. During the first nine months of 
2001, newspapers accounted for 49.2 percent (261 million 
kroons) ofall media advertising. Television followed at 20.4 
percent ( 109 million kroons ), magazines at 12. 9 percent 
(68 million kroons), and radio at 10 percent (53 million 
kroons); other media outlets, including the Internet, made 
up the remaining 29 million kroons. 

The Estonian Constitution prohibits censorship and 
guarantees the right to freedom of expression. The govern­
ment respects these provisions in practice. According to 
Article 45, "everyone shall have the right to freely circulate 
ideas, opinions, persuasions and other information by work, 
print, picture and other means" and "there shall be no cen· 
sorship." Although there is no specific press law, print me­
dia are regulated through other pieces of legislation, 
including the copyright, competition, language, and state 
secrets acts. Electronic media arc governed by the May 1994 
Broadcasting Law, which enshrines the right of television 
and radio stations to make independent decisions about the 
content of their transmissions. Freedom House's Annual 
Suri1ey of Press F1·eedom rated Estonia as "Partly Free" in 
1992 and "Free" from 1993 to 2001. 

Although Estonia's overall legal framework provides 
adequate protection for press freedom, libel continues to 
be punishable under criminal law. The Estonian Newspaper 
Association has lobbied the government to make defama­
tion and libel civil offenses only. In 1997, in a high-profile 
case, the Estonian Supreme Court upheld a lower court's 
conviction of investigative reporter Enno Tammcr for in­
sulting the wife of Estonian politician Edgar Savisaar dur­
ing an interview. Tammer was ordered to pay a fine of 220 
kroons (approximately $13). The decision, which repre­
sented the first of its kind in post-Soviet Estonia, was criti­
cized by PEN and EALL as an attempt to limit freedom of 
speech. After two unsuccessful court appeals, Tammer filed 
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a formal complaint before the European Court of Human 
Rights in 1998. In February 200 I, the ECHR decided 
unanimously that the Estonian judiciary had not violated 
Article I 0 of the European Convention on Human Rights, 
which guarantees freedom of expression. Lawyers defend­
ing Tammcr pledged to appeal the decision to the ECHR 
Grand Chamber. 

Estonia's pres~, which is now entirely privately owned, 
enjoys editorial independence from the government. Pub­
lic service radio and television, which receive financing from 
the state budget, do not face government interference in 
their editorial decisions. Although the country's major news· 
papers possess particular political leanings, not all openly 
endorse individual parties or candidates. Much of the me· 
dia conducts probing investigative reports, but some jour­
nalists tend to publish rumors and allegations as facts. Some 
newspapers have presented paid political advertisements as 
part of their editorial content. The Estonian Press Council 
hears cases involving journalistic improprieties and addresses 
problems involving the authorities. Although its decisions 
are not legally enforceable, the Estonian News Agency can 
publicize them, thereby exerting pressure on the govern· 
ment to recognize the editorial independence of the 
country's media. In 2000, the council received 37 com­
plaints, of which 13 were upheld. During the first six months 
of2001, it received 18 complaints. 

Estonia continues to have one of the highest Internet 
penetrations of the former Soviet Union and Eastern Eu­
rope. It also has more Internet users than some European 
Union member states. According to a survey conducted by 
the marketing research firm Emor, 36 percent of the 
country's 15- to 74-year-olds used the Internet during the 
third quarter of 2001, compared to 32 percent a year be­
fore and 21 percent two years earlier. The increase in Internet 
use has been attributed to growth in home computer sales 
and to successful national campaigns to extend Web access 
throughout the country, including at public sites where 
Estonians can use the Internet for free. The cost of per­
sonal Internet connections and computers remains the only 
restriction on Internet access that private citizens face. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
2.25 2.25 2.25 2.25 2.25 

During the last decade, a number of important reform ef­
forts have focused on improving the work of Estonia's na­
tional and local governments and the country's civil service 
sector. In the years after the collapse of the Soviet Union, the 
country has seen the return of freely elected municipal offi­
cials, the growth of a professional cadre of civil servants, and 
the recent implementation of measures designed to improve 
transparency at all levels of public administration. Although 
Estonia has made considerable progress overall, there is still 
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work to do, induding reducing the number of municipali­
ties, improving the financial viability of local governments, 
and further modernizing the country's Livi! service. 

Under Estonia's Constitution, a clear division of power 
exists between the executive and the legislative branches of 
government, and this separation exists in practice. Among 
the main responsibilities of the country's 101-membcr Par­
liament arc the adoption of laws and regulations, the pas­
sage of a state budget, the election of the president, and the 
authorization of the prime ministerial candidate to form a 
government. The executive branch, which is represented 
by the prime minister and his cabinet, executes domestic 
and foreign policy, prepares draft laws, administers the imple­
mentation of acts adopted by Parliament, and directs the 
work of government institutions. Estonia's president, who 
serves as the country's head of state, commands a largely 
ceremonial position. 

The main work of examining draft laws in Parliament is 
done by the legislature's 10 committees on the environment, 
cultural affairs, rural affairs, finance, economic affairs, the 
Constitution, social affairs, national defense, foreign affairs, 
and legal affairs. These committees study and comment on 
any bills submitted to them. The chancellery of the Parlia­
ment assists in the preparation of draft legislation by provid­
ing advice on legal, economic, and social issues and by offering 
administrative and technical assistance to members of Parlia­
ment. During the first 10 months of2001, Parliament acted 
on current or new legislation more than 150 times. 

Over the last several years, the government has taken 
various steps to ensure transparency in the work of the ex­
ecutive and legislative branches. Article 44 of the Constitu­
tion requires all state and local governments to provide 
information about their activities to Estonian citizens at their 
request. The only exception is information that is intended 
for internal use only or that is prohibited by law from being 
revealed. Most sessions of Parliament are open to the gen­
eral public. The official State Gazette, which is available on 
the Parliament's Web site, publishes laws that the legisla­
ture adopts. The government press office, along with each 
ministry's press secretary, disseminates official information 
to the news media. 

On June 25, 2001, the national government launched 
a Web portal called TOM (an Estonian acronym for "To­
day I Decide") that aims to encourage greater transparency 
in government by enabling Internet users to participate in 
various stages of the legislative process. This novel program 
capitalizes on Estonia's widespread use of information tech­
nology by displaying bills and amendments to current laws 
that various ministries have proposed. Before the bills are 
sent to Parliament, Internet users can log on to the site and 
submit their comments through a chat room. They can also 
propose new draft laws for consideration. The prime minis­
ter signs suggestions that receive support from a majority 
of users and sends them to the relevant ministry or Parlia­
ment committee for examination and possible reworking. 
Users of TOM can follow the process from that point for-

ward, including learning who is responsible for handling 
proposed changes at any given time . By mid-July, less than 
three weeks after its launch, TOM had 700 registered users 
and 160,000 visitors to the site. 

ln November 2000, Parliament adopted a Public In­
formation Act to improve government transparency. The 
act applies to state and local agencies, as well as to private 
entities that provide public services like education and health 
care. Under the law, which took effect on January 1, 2001, 
all government agencies must maintain Web sites where they 
post this information. E-mail queries are treated as official 
requests for information. 

At the same time that various developments were tak­
ing place at the national governmental level in the late 1980s 
and 1990s, Estonia's local self-government system was un­
dergoing a number of changes, beginning with the restora­
tion of local council elections in 1989. For the next three 
years, Estonia had a two-level system of local government 
that consisted of 15 counties with self-governments at the 
regional level and 6 larger cities at the municipal level. With 
the adoption of the Local Government Organization Law 
in 199 3, elected county governments were abolished and 
the county system was reorganized into regional units of 
the central state administration . The remaining level oflo­
cal government consisted of more than 200 towns and ru­
ral municipalities, all of which enjoy the same legal status. 
Although the 1992 Constitution provides a general legal 
basis for local power, subsequent laws have been adopted 
to address specific subnational government issues. These 
include the Territory of Estonia Administrative Division Act; 
the Municipal and Town Budget Law (June 199 3 ); the Law 
on the Correlation between Municipal and Town Budgets 
and the State Budget (August 1993); and the Local Taxa­
tion Law (September 1994). 

As established by the Constitution, local authorities 
manage and autonomously resolve all local issues. The ba­
sic functions oflocal government include such tasks as the 
organization of social services and the maintenance oflocal 
public transportation and roads. Local authorities also share 
certain responsibilities with the central government, includ­
ing in the field of education . Although currently there is no 
regional level of self-government, the county government 
is responsible for organizing and coordinating the work of 
national institutions at the local level. 

Municipal governments receive funding from the state 
budget through both direct budgetary appropriations and 
shared taxes. They also raise revenues autonomously. Money 
is allocated from the state budget to local budgets for pur­
poses that may include supplementing budget revenues and 
helping finance teacher salaries and capital expenditures. At 
the same time, the Constitution stipulates that local gov­
ernments have their own independent budgets and possess 
the right to levy and collect taxes and to impose fees. The 
Local Taxation Law establishes the types of taxes that local 
authorities have a right to levy, including local sales tax, 
entertainment tax, and motor vehicle tax. 



Local governments continue to face financial difficul­
ties and to operate at a deficit. According to the Estonian 
Ministry ofFinance, for the first nine months of2001, total 
revenues and grants of local governments equaled 6.698 
million kroons (more than $370,000); total expenditures 
amounted to 6.75 million kroons. During the same period, 
revenues from personal income taxes (a shared tax that is 
centrally imposed and collected) constituted 43 percent of 
the total income oflocal budgets. Grants from the national 
government accounted for 37 percent. The remaining 20 
percent was composed of other tax revenues (5 percent), 
nontax revenues ( 8.5 percent), capital revenues ( 6 percent), 
and grants from abroad (less than 1 percent). Since the vast 
majority of revenue for local authorities comes from the 
central government, effectively limiting the financial inde­
pendence oflocal governments, recommendations have been 
made for increasing the number of local taxes and the effi­
ciency of collection measures. 

Limited progress continued throughout 2001 on re­
form efforts to reduce and consolidate the overall number 
oflocal authorities. Since most Estonian municipalities have 
fewer than 2,500 residents, establishing a series of larger 
local governments would help to improve each authority's 
financial and administrative capacities. By the end ofl 999, 
18 municipalities had decided to merge on their own initia­
tive, thereby decreasing the total number of local govern­
ments from 256 to 247. Local and national leaders, who 
began formal consultations in 2000, have disagreed on many 
details of the often controversial reform plans, which would 
require the redrawing of dozens of local boundaries and 
the subsequent layoff of a number of municipal officials. 
Under a current proposal, the number of municipalities 
would be reduced to between 80 and 90 following the next 
local elections in October 2002. 

Since the restoration of its independence, Estonia has 
held three local elections: in October 199 3, October 1996, 
and October 1999. International election observers de­
scribed each one as free and fair. Although only Estonian 
citizens may stand as candidates, noncitizcn permanent resi­
dents who have lived in their respective municipality for at 
least five years are allowed to vote in local elections. In the 
1999 elections, the allied Pro Patria Union, Reform Party, 
and Moderates took power in two-thirds of Estonia's major 
cities and towns. In Tallinn they formed a ruling coalition 
with the help of representatives from two Russian parties. 

Interior Minister and Pro Patria member Juri Mais, 
who was chosen mayor of Tallinn, subsequently became 
the subject of considerable controversy and scandal. He 
survived four no-confidence votes that the opposition 
Center Party sponsored between November 2000 and 
March 2001. Supporters of the motions against Mais 
blamed him for allowing a rise in public transportation 
fees, failing to implement a housing plan endorsed by the 
city council, increasing the privileges of city officials, and 
making racist remarks in a speech reported by Radio Free 
Europe. Mois's credibility was further called into qucs-
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tion by allegations that he had visited a striptease bar that 
supposedly houses a brothel and that he maintained a close 
business relationship with an Estonian Mafia figure. In an 
unprecedented decision, the Reform Party announced that 
it would schedule a no-confidence vote against Mais in 
May 2001 on the grounds that the recent scandals were 
ruining the credibility of the city government. Rather than 
face such an action by his own coalition partner, Mais re­
signed on May 31 and was replaced on June 4 by Tanis 
Palts, a political newcomer and the president of a major 
mobile communications operator. 

In a dramatic development, the Reform Party decided 
in early December 2001 to withdraw from its three-party 
ruling coalition with Pro Patria and the Moderates in the 
Tallinn City Council and form a coalition with the opposi­
tion left-wing Center Party. According to Reform Party lead­
ers, the party made the decision in part because Mayor Tanis 
Palts had planned to borrow 1.5 billion kroons ($86 mil­
lion) in 2002-a move they claimed would put the entire 
country in debt. On December 13, the Tallinn City Coun­
cil approved a no-confidence motion against Palts that the 
Center Party had initiated. Out of 64 members, 38 cast a 
vote against Palts. Only 33 votes were needed to remove 
him from office. Later that day, the city council elected long­
time opposition leader and Center Party chairman Edgar 
Savisaar as mayor by a vote of 34-15. On December 19, the 
new ruling coalition in the city council voted to cancel the 
municipality's 2002 budget, including the controversial 1.5-
billion-kroon loan, and pledged to approve a new, smaller 
budget in January. 

Although Estonia's public administration underwent six 
reorganizations between 1987 and 1995, substantial reform 
of the civil service system began in 1996 with the entering 
into force of three key pieces oflcgislation that established 
a legal framework for public service. The Public Service Act, 
the Government of the Republic Act, and the State Public 
Servant Official Title and Salary Scale Act address issues 
such as the rights and duties of public servants, their re­
cruitment and evaluation, and the salary scales for different 
levels of employment. Under the Public Service Act, local 
civil servants arc considered to be local government em­
ployees. Recent reform efforts include the government's 
approval in April 2001 of the Public Administration Re­
form Program, which will address such issues as financial 
management, personnel training and appraisal systems, and 
general administrative reform. 

While most of Estonia's civil servants conduct their work 
in an impartial and politically neutral manner, the public 
service administration continues to suffer from a lack of 
transparency in recruitment, promotion, and remuneration 
levels, as well as inadequate coordination among different 
administrative bodies. At the same time, staff turnover rates 
have declined slightly in years from an estimated 15 percent 
to 12 percent. As of the end of 2000, there were some 
20,500 employees in the Estonian administration, includ­
ing 4,000 in local government. 
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According to a wage law amendment that entered into 
force on April l, 2001, the salaries of high-level civil ser­
vants and members of the boards and supervisory councils 
of state-owned enterprises must be posted on the Internet 
as public int<m11ation. The decree, which applies to approxi­
mately l 00,000 people, is intended to create greater finan­
cial transparency in the civil service sector, where m,my 
employees currently receive significant bonuses and allow­
ances in addition to their regular wages. Estonia is one of 
the few countries in the world that discloses the salaries of 
its public officials. 
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Estonia's judicial system, which operates free from political 
control, has undergone various reforms during the last 10 
years. Efforts continued throughout 2001 to improve the 
functioning of the judiciary and the prison administration, 
as well as the integration of ethnic minorities into Esto­
nian society. Nevertheless, reports of abuse of suspects by 
some law enforcement officials and variations in the qual­
ity of court decisions remain areas of concern. 

One of the first legislative priorities following the res­
toration of independence was the reestablishment of 
Estonia's Constitution, which was adopted by p11blic ref­
erendum in June 1992 with 93 percent of the vote. The 
Constitution includes a chapter on the rights and obliga­
tions of citizens and noncitizens, establishes the separa­
tion of authority of the executive, legislative, and judicial 
branches of government, and contains sections on the na­
tional budget, foreign relations, national defense, and lo­
cal government. It also guarantees fundamental human 
rights, including freedom of conscience, religion, thought, 
and assembly, and prohibits discrimination on the basis of 
nationality, race, color, sex, language, origin, creed, po­
litical or other persuasions, and financial or social status. 
Estonian citizens have the right to engage in commercial 
activities and to form profit-making associations, as do 
foreign citizens and stateless persons residing in Estonia, 
unless otherwise determined by law. Property rights arc 
also protected under the Constitution. No property may 
be expropriated without the owner's consent, except in 
cases of public interest and in exchange for appropriate 
compensation. In practice, the government generally re­
spects these political, social, and economic rights. 

The country's highest independent legal authority is 
the legal chancellor, who determines whether Jaws adopted 
by the national and local governments are in conformity 
with the Constitution. If a conflict is found and appropri-

ate changes arc not made within 20 days, the legal chan­
cellor appeals to the Supreme Court for a repeal o f the 
law. The legal chancellor also serves as an ombudsman by 
handling individual complaints against state institutions 
and officials. In February 200 l, Parliament appointed a 
new legal chancellor for a seven-year term . The post had 
been vacant for nearly eight months after the previous 
chancellor's term had expired and Parliament had rejected 
several other candidates proposed by the president. 

Although there is no separate court for addressing con­
stitutional matters in Estonia, the Supreme Court also 
serves as the court of constitutional review through its 
Constitutional Review Chamber (CRC). The CRC con­
sists of five members whom the Supreme Court elects for 
no more than two five-year terms on the proposal of its 
chief justice, who also serves as the chamber's chairman. 
During the first four months of2001, the CRC issued six 
rulings, including one involving Juri Grigoriev, a former 
KGB officer. 

Grigoriev had appealed a denial of his temporary resi­
dence permit in Estonia that Jed to his being threatened 
with expulsion from the country, despite the fact that he 
had Jived in Estonia for over 40 years. The case stemmed 
from a 1999 amendment to the Law on Aliens that denies 
such residency permits to reserve or retired KGB officers 
on the grounds that they represent a national security 
threat. Grigoriev took the case to Tallinn's administrative 
court, which called for a review by the CRC on the consti­
tutionality of the Law on Aliens. In its ruling, the CRC 
found in favor ofGrigoriev, arguing that Parliament could 
not adopt Jaws that left the executive branch (in this case, 
the Citizenship and Migration Board) without sufficient 
latitude to judge applicants on a case-by-case basis. The 
CRC further concluded that the threat of expulsion from 
the country violated Grigoriev's right to familial integrity 
and could not be justified on political grounds. As a result 
of the CRC's ruling, Grigoricv was allowed to remain with 
his family in Estonia. 

Throughout 2001, Estonia continued to make 
progress in the area of judicial reform. While the number 
of cases heard in the courts increased considerably during 
the 1990s (and in 2000 for criminal, not civil, cases), the 
backlog in court cases-defined as the proportion of crimi­
nal cases pending for more than one year and civil cases 
pending longer than two years-decreased slightly during 
the year 2000. The quality of court decisions in the low­
est-level courts, which were among the least satisfactory 
in the judicial system, appeared to improve, as evidenced 
by the growing number of decisions upheld on appeal. 
The number of vacant judges' posts declined slightly from 
14 of238 total posts in 2000 to 10 in 2001 . Most judges 
are now well paid. Judicial decisions in both criminal and 
civil cases continue to be implemented effectively, and there 
have been no reported cases in which the government has 
failed to comply with a court decision. In April 2001, the 
execution of civil and administrative judgments was trans-



ferrcd from judges to private individuals who arc appointed 
by the minister of justice but paid by the liable party. 

The institutional independence of Estonia's courts has 
been a topic of considerable debate among the country's 
judiciary since the 1990s. Estonia's Constitution and other 
legislation include safeguards for the independence of the 
judiciary, including provisions for life tenure and protec­
tions against removal from oflice. The impartiality of judges 
is reinforced by limits on their outside activity, such as 
prohibitions on holding positions in the executive branch 
or elsewhere (except in teaching and research) and on be­
ing members of the board of directors or founders of pub­
lic and private limited liability companies. However, 
although most judges arc regarded as politically impartial 
in their rulings, the Ministry of Justice's close administra­
tion of regional and district courts and the courts' limited 
financial autonomy have been cited as areas of concern. 

A new draft law on the courts, which would replace 
the current Courts Act and the Legal Status ofJ udgcs Act, 
was under consideration in Parliament at the end of2001. 
Many Estonian judges have criticized the draft law for fail­
ing to address certain problems, such as the Ministry of 
Justice's level of management and budget control over the 
courts, while also threatening to exacerbate other prob­
lems. For example, allowing judges to work within the 
Ministry of Justice would blur the lines between the ex­
ecutive and the judicial branches of government. 

Estonia's criminal justice system saw improvement in 
the area of legislation in June 2001, when Parliament 
adopted a new criminal code and a new Administrative 
Procedure Act. Positive steps were also taken in shorten­
ing the length of pretrial detention, which currently stands 
at about 311.? months. Under Estonian law, a warrant is 
required for the search and seizure of property. During 
the investigative stage, the prosecutor issues warrants af­
ter probable cause has been shown; after a case goes to 

trial, the court issues warrants. All defendants must be given 
the immediate opportunity to choose an attorney. The state 
must provide an attorney to anyone who cannot afford 
legal counsel. 

The government's three-year prison reform plan, 
which was adopted in March 2000, continues to work to­
ward improving prison conditions throughout Estonia. In 
December 2000, the Imprisonment Act, which tocuses 
greater attention on resocialization and inmates' rights and 
aims to improve training for staff members, came into force. 
However, problems continue in such areas as overcrowd­
ing (the prison population stood at 4,750 as oflate 2001 ), 
inadequate pay of prison officers, and occasional reports 
of mistreatment of inmates. 

A significant proportion of petitions to Estonia's legal 
chancellor relate to the rights of prison detainees. In early 
December 2000, nearly 2,000 inmates in five prisons went 
on a hunger strike to protest new regulations that ban 
parcels for inmates and establish a 50 percent deduction 
from their personal funds for victim compensation . The 
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hunger strike, which was the largest such action by pris­
oners in the last decade, was over in a week. There have 
been reports that some officers have used excessive physi­
cal force and verbal abuse during the arrest and questioning 
of suspects. 

The status of Estonia's large ethnic Russian population 
has continued to strain relations with Russia, which has ac­
cused Estonia of violating the rights of its Rus~ian-spcaking 

population. However, according to a recent EU report on 
Estonia, the rights of the Russian-speaking minority, both 
citizens and noncitizcns, arc largely observed and satc­
guardcd. All residents, whether or not they arc citizens, can 
file complaints with the legal chancellor in his capacity as 
ombudsman about alleged violations of human or constitu­
tional rights. In June 2001, representative offices of the 
legal chancellor were opened in the predominantly ethnic 
Russian northeastern towns ofNarva and Jolwi to help en­
sure that the specific concerns of the nonethnic Estonian 
population, such as naturalization and language issues, arc 
addressed. Russian continues to be used in the court sys­
tem and administration in predominantly Russian-speaking 
regions of the country. Although the 1993 Law on Cul­
n1ral Autonomy of National Minorities guarantees oppor­
tunities for the preservation of the languages and cultures 
of national minorities, some noncitizcns have termed the 
law discriminatory since it applies only to citizens. 

During the Soviet era, large numbers of non-Estonians, 
mostly Russians, migrated to Estonia. They and their de­
scendants now constitute approximately one-third of the 
country's total population of 1.4 million. Under the 1992 
Citizenship Law, which readopted legislation from 1938, 
anyone born after 1940 to a parent who was a citizen of 
pre-World War II Estonia is a citizen by birth . Those who 
arrived during the Soviet pe1iod arc regarded as immigrants 
who must apply for citizenship based on requirements that 
include residency in Estonia and knowledge of the Esto­
nian language. 

The 1995 Citizenship Law toughened certain condi­
tions for naturalization, including lengthening the resi­
dency period. The Russian government, Russian speakers 
in Estonia, and some international organizations criticized 
elements of the law as discriminatory. In December 1998, 
the government adopted amendments allowing children 
who were born to legally resident, though stateless, par­
ents after February 26, 1992, to acquire Estonian citizen­
ship at the request of their parents and without having to 
pass a language test. 

As ofmid-2001, more than 1 million residents ofEsto­
nia arc citizens. Of these, around 115 ,000 have been natu­
ralized since 1992. About 13 percent of the country's 
population (or 178,000 people) arc stateless, most having 
obtained permanent or temporary residence permits. An 
estimated 30,000 to 40,000 residents arc thought to be 
illegal. Bureaucratic delays and the language requirement 
continue to be cited among the primary disincentives for 
securing citizenship. 
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In an effort to encourage more residents to take thl' 
language exams, the European Union launched a pro­
gram in I 999 to refund half the money people spend on 
training courses in Estonian, provided they pass the final 
exam. By the end of August 2001, 3,072 people had re­
ceived such refunds. During 2000, approximately 11,000 
people passed Estonian-language exams at the elemen­
tary, intermediate, and advanced levels combined, includ­
ing nearly 8,000 adults and some 3,000 primary and 
secondary school graduates. 

The issue of one's knowledge of the Estonian language 
remains important not only with regard to the acquisition 
of citizenship, but also in terms of education, employment, 
and political participation. In February 1999, Parliament 
adopted amendments to the Language Law that require 
private sector workers, public servants, and local govern­
ment officials to use Estonian when offering goods and ser­
vices to the public as part of their work. Many Russian 
speakers criticized the law, and some international organi­
zations considered it in conflict with EU crite1ia by violat­
ing the principle of free movement oflabor and services. In 
June 2000, the law was amended so that it no longer re­
quires the unconditional use of Estonian in the private sec­
tor, but only in cases where it is in the public interest. 

In May 2001, Estonia adopted legislation that sets out 
the specific requirements of Estonian-language proficiency 
for private sector employees, including pilots, rescue work­
ers, and teachers at private schools and universities. The law 
entered into force in October. The 1998 Parliamentary and 
Local Elections Law requires candidates for public office to 
have a sufficient command of Estonian for participating in 
debates and understanding legal acts. Although the enforce­
ment of these provisions has been weak in practice, the re­
strictions have still been criticized for limiting the rights of 
non-Estonian speakers to choose their candidates at the lo­
cal level. 

On November 21, 2001, Parliament voted to abolish 
the Estonian-language requirements. Shortly thereafter, 
though, Parliament adopted a law that makes Estonian the 
official working language of local councils. Reportedly, it 
did so to balance the law that abolishes the Estonian-lan­
guage requirement for candidates. However, the govern­
ment can grant municipalities the right to conduct their 
business in another language if it is the language of the 
majority of the locality's permanent residents. The law will 
go into eftect in October 2002 after the next local govern­
ment elections. 

During the last decade, the government has taken a 
number of steps to further integrate nonethnic Estonians 
into society. In 1993, President Meri established a 
Roundtable of National Minorities to participate in the 
state's national minorities policy. The roundtable is com­
posed of representatives of ethnic minorities, stateless per­
sons, and political parties. The post of a minister without 
portfolio who is responsible for population and integration 
issues was created in 1997. The following year, the state 

Non-Estonian Integration Foundation was established to 

facilitate various integration-related activities. In 2000, the 
government approved a state integration program for 2000-
2007 that focuses on education, language training, and 
public awareness campaigns; its implementation will be re­
viewed on an annual basis. 
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Estonia has a reputation as one of the least corrupt coun­
tries in Eastern Europe and the former Soviet Union. Over 
the last several years, it has implemented various policies to 
enhance the transparency of state institutions and the ac­
countability of public officials. At the same time, several 
nongovernmental organizations have engaged in anticor­
ruption public education and research projects, sometimes 
in conjunction with government efforts. Although Estonia 
has a relatively limited corruption problem overall, areas of 
concern include corruption at the local government level 
and within the customs and border guard services. 

Comprising the legislative framework for fighting cor­
ruption in Estonia are the Anticorruption Act, the Public 
Service Act, the State Procurement Act, the State Property 
Act, the Money Laundering Prevention Act, the Public In­
formation Act, and the general criminal code. The primary 
anticorruption methods aim at preventing conflicts of in­
terest by requiring declarations of financial assets by public 
officials and by restricting private sector employment. Gov­
ernment officials must submit yearly declarations of eco­
nomic interests to their respective agency heads, including 
real estate holdings, vehicles, income sources, shares or in­
terests in businesses, and expensive gifts. They may not join 
directory bodies at commercial enterprises, unless the en­
terprise is partly state owned. They may engage in enter­
prises if they receive permission from their government 
agency and if the enterprise does not hinder their work as 
public servants. 

According to amendments to a law on wages that came 
into force in April 2001, the salaries of government officials 
and heads of state enterprises, as well as any bonuses and 
additional payments, must be published annually on April 
1. The wage report will also appear on each ministry's Web 
site for public viewing. The amendments have been cited as 
a means of improving the transparency of officials' salaries, 
including with regard to illegal financial compensation from 
private sector activity. In the area of international instru­
ments, Estonia ratified the Council of Europe Civil Law 
Convention on Corruption in October 2000 and signed 
(but has not yet ratified) the Criminal Law Convention on 
Corruption in June 2000. 

Anticorruption laws are implemented primarily by mem­
bers of the security and regular police forces at the investi-



gative stages and by the regular court system once cases 
go to trial. The security police, which operate as an inde­
pendent board within the Ministry oflnternal Affairs, are 
the main law enforcement body responsible for investigat­
ing corruption, particularly of higher-level officials. In 
2000, the security police completed 54 preliminary inves­
tigations into corruption offenses, the majority of which 
involved bribery. The Estonian police board is in charge 
oflower-level corruption cases, including those involving 
municipal officials. 

In 2000, the number of corruption-related crimes reg­
istered by the regular and security police was 146, com­
pared to 112 in 1999. According to official court statistics, 
113 cases went to trial in 2000; of these, 81 resulted in 
convictions and 32 in acquittals. In 1999, of 55 cases that 
were tried in court, 49 led to convictions and 6 to acquit­
tals. The state audit office has played an important role in 
helping to develop transparent public management and ac­
counting standards. In late 2001, the auditing committee 
of the Tallinn City Council found that the municipality's 
Security and Integration Department violated public pro­
curement laws. An investigation of the department began 
on November 9. 

Most personal services, such as telephone installation 
and hospital admission, do not require the payment ofb1ibes. 
However, the low salaries of some public servants (relative 
to those of private sector counterparts), coupled with wage 
discrepancies within the civil service, have led to concerns 
regarding the potential for corruption. The typical public 
servant reportedly earns around 5,000 kroons per month 
(around $285 )-somewhat less than the average Estonian 
wage of5,800 kroons per month, but considerably less than 
a comparable-level profession in the private sector. In con­
trast, the directors of state-owned enterprises receive 
100,000 kroons per month, and ministers and chancellors 
earn 25,000 kroons each. 

Customs and border guards have been cited as being 
particularly vulnerable to corruption, given the illegal ac­
tivities such as smuggling and organized crime with which 
they come into contact while performing their jobs. The 
specific offenses that border guards most often commit in­
clude the arrangement and acceptance of bribes and misuse 
of office. Bribery among local authorities, where business 
and government officials are sometimes closely connected, 
is regarded as one of the most serious and widespread cor­
ruption problems in Estonia. This likely has been com­
pounded by the fact that local police, who have relatively 
little training in corruption issues, rather than the more 
experienced security police, conduct investigations into acts 
of corruption by local officials. 

One of the highest-profile corruption cases in recent 
years involved Siim Kallas, former president of the Bank of 
Estonia. The case centered around a $10 million loan in 
1993 by the Bank of Estonia to the now defunct North 
Estonian Bank for investment in a Swiss fuel company. The 
firm repaid $2 million worth of interest, but the rest of the 
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money was never recovered. In June 1998, Kallas's immu­
nity as a member of Parliament was removed to allow charges 
to be brought against him. Accused of submitting false in­
formation and abuse of power, Kallas was acquitted on 
March 5, just two days before parliamentary elections. Af­
ter subsequent appeals by the prosecutor and the return of 
some indictments to Tallinn's city court, Kallas was finally 
cleared of all charges in October 2000. 

Nevertheless, the overall level of corruption in Estonia 
continues to be considered among the lowest in compari­
son with other transition countries in the region. In Tram.­
parency International's 2001 Corruption Perceptions Index, 
Estonia received a score of 5.6 on a 10-point scale, where 
l 0 represents the lowest possible level of corruption. Of91 
countries surveyed, Estonia was ranked 28th, the best plac­
ing of an Eastern European or former Soviet country. A 
1999 Business Environment and Enterprise Performance 
Survey (BEEPS), which was conducted by the European 
Bank for Reconstruction and Development and the World 
Bank, included questions to more than 3,000 firms in 22 
transition countries on their impressions of various forms 
of corruption. Of the 132 Estonian companies surveyed, 
approximately 65 percent admitted to having paid bribes at 
least once. The largest proportion of payments was made 
for government contracts (34.5 percent), followed by li­
censes (26.5 percent), customs (15.2 percent), and others. 
However, when asked how often they face demands for 
bribes, only about 12 percent of respondents-the second 
lowest number among the countries surveyed-answered 
"mostly" or "frequently." 

These findings are largely supported by a poll of 1,008 
people conducted by the Saar polling organization in De­
cember 2001 on the public's perception of and experience 
with corruption. According to the survey, 83.5 percent of 
those questioned indicated that they had never experienced 
corrupt practices; 69 .4 percent provided the same answer 
three years earlier. Only 1.2 percent said that they came 
into regular contact with corruption; 6.1 percent said that 
they had experienced it once; and 2.8 percent said that they 
had experienced it more than once. Those surveyed cited 
bribery, abuse of power, theft, using state money for per­
sonal purposes, and breaking the law as examples of cor­
ruption. Among the persons or groups who were perceived 
to be the most corrupt were state officials, businessmen, 
politicians, police, and court officials. 

During the last several years, a few nongovernmental 
organizations have worked to raise public awareness of and 
to help combat corruption. The Jaan Tonisson Institute, 
which serves as the national chapter of Transparency Inter­
national, has conducted various educational programs and 
research projects on corruption-related issues, often in co­
operation witl1 state agencies, other nonprofit organizations, 
and private enterprises. The Estonian Law Center, which 
provides various programs for the legal community, initi­
ated a two-year project in December 1999 to analyze cur­
rent anticorruption legislation. 
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Almost immediately after regaining its independence, Esto­
nia took steps to reorient its economy from a centrally 
planned to a market-based system. The government has a 
limited direct role over most of the economy because of the 
country's currency board arrangement and a balanced bud­
get requirement in the Constitution. As a result, Estonia 
boasts one of the most free and competitive market systems 
in the former Soviet Union and Eastern Europe. In the lat­
est Index of Economic Freedom compiled by The Wall Street 
Journal and the Heritage Foundation, Estonia rose to rank 
4th out of 155 countries surveyed. Successful economic 
reforms have had a positive influence on the corresponding 
process of democratization and political stability, despite the 
fact that certain segments of the population have seen their 
living standards decline over the last decade. 

Since regaining independence, Estonia has witnessed 
significant progress in its economic sector, which in turn 
has helped to ensure the country's overall political stability. 
Beginning with major monetary reforms launched in 1992, 
the country drew upon a broad political consensus for the 
successful implementation of a wide range of stabilization 
and structural reform policies. Among the country's most 
notable achievements were the introduction of a fully con­
vertible currency under a currency board system, adoption 
of prudent financial and administrative practices in the bank­
ing sector, extremely liberal trade practices, a rapid and ex­
tensive privatization program, comprehensive price 
liberalization, and highly favorable policies toward foreign 
investment. 

The currency board system is particularly significant with 
regard to its effect on political decisions. Its existence, which 
precludes the central bank from changing interest rates or 
the foreign exchange value of the currency, effectively means 
that there is no monetary policy in the country. While some 
of the population, especially younger, urban residents, have 
reaped the rewards of Estonia's financial prosperity, others, 
particularly rural inhabitants and the elderly, have suffered 
disproportionately from the negative consequences of mar-

ket reforms, including rising prices for consumer goods. 
These developments helped to bring a center-left coalition 
to power in the 1995 parliamentary elections. Although that 
gO\·ernment changed the general thrust of Estonia's politi­
cal and economic priorities, it did advocate more protec­
tionist measures for the most vulnerable segments of society. 

During the next two years, continuing sound economic 
management led to a drop in inflation rates from double to 
single digits and growth in real GDP of 4-10 percent a 
year. However, the Estonian economy suffered consider­
ably from the successive Asian and Russian crises in 1997 
and August 1998. The country's tiny stock market was 
among the first areas to be negatively affected when what 
had been only upward movement since its inception ended 
in October 1997. The impact of the Russian crisis was felt 
in 1999, when real GDP declined by 1.1 percent and the 
federal budget deficit reached nearly 5 percent of GDP. The 
direct effect on most of the country's banks, which had 
invested less than 1 percent of their assets in Russia, was 
more modest, although their profits were hurt by Estonia's 
general economic downturn. 

Immediately preceding the Russian crisis, Russia had 
accounted for about 13 percent of all Estonian exports. This 
figure dropped to just under 9 percent in 1999. Hardest hit 
by this decline were Estonia's agricultural producers, for 
whom Russia was an important market. Consequently, many 
dairy, fish, and other food industries struggled to find other 
export destinations, merged, or went bankrupt. The agri­
cultural sector's share of the economy had already been 
decreasing over tl1e last decade, with the percent of GDP 
coming from agriculture having dropped from 21 percent 
in 1989 to 6.4 percent in 1998 and 5.8 percent in 1999. 
However, the decline was accelerated by the Russian crisis, 
as evidenced by average annual growth rates in the agricul­
tural sector of -0.8 percent in 1998 and -1.4 percent in 
1999. During the same period, the industrial sector also 
contracted, witl1 the percent of GDP from industry decreas­
ing from 40.6 percent in 1989 to 28.l percent in 1998 and 
25.7 percent in 1999. 

By contrast, the service sector grew considerably, with 
its share of GDP rising from 38 .4 percent in 1989 to 65.5 
percent in 1998 and 68.5 percent in 1999. Estonia's dra­
matic shift from a largely industrial and agricultural 
economy to one based increasingly on the service sector is 
illustrated by average annual growth rates for the period 
1989-1999 of -5.0 percent in agriculture, -5.7 percent in 
industry, and 0.3 percent in services. Reminiscent of the 
results of the 1995 parliamentary elections, this decline in 
the agricultural and industrial sectors, and the resulting 
hardships for those segments of the population most di­
rectly affected, contributed to the victory of the left-wing 
Center Party in the March 1999 parliamentary poll (al­
though three other parties ultimately formed a majority 
center-right ruling coalition). 

On a more positive note, the Russian crisis served to 
lessen Estonia's significant current account deficit, which 



had reached a high of 12.l percent of GDP in 1997 before 
declining to 9 .2 percent in 1998 and dropping further to 
4.7 percent in 1999. Although exports dropped substan­
tiaJly, a significant contraction in domestic demand as a con­
sequence of a general recession led imports to decline at an 
even faster rate. Foreign direct investment doubled from 
$267 million in 1997 to $581 million in 1998. The signifi­
cant jump was caused by Swedish investment in Estonia's 
two largest banks. 

Signs of economic recovery had become clearly evident 
in the second half of 1999. After declines in GDP of5.6 
percent, 3.9 percent, and 2.6 percent in the first, second, 
and third quarters of 1999, respectively, GDP began to grow 
in the fourth quarter of the year. By the end of 2000, the 
economy had resumed much of its previous growth, with 
GDP having increased by almost 7 percent during the year. 
Economic growth decelerated somewhat to 5 percent in 
the second quarter of 2001. This was due to a decrease in 
domestic demand that stemmed from persistent high un­
employment (13.9 percent in 2000 and 12.4 percent as of 
the second quarter of 2001) and acceleration in inflation 
(from 3.9 percent in 1999 to 6.3 percent as of July 2001). 
In addition to growing inflation, the upturn in the economy 
has led in the last two years to increased imports and a rise 
in the current account deficit from 4.7 percent of GDP in 
1999 to 6 .8 percent as of the first quarter 2001. 

While grappling with the eftects of the Asian and Rus­
sian crises, Estonia's government has focused during the 
last few years on preparations for eventual entry into the 
European Union. In the economic sector, this has been 
translated into efforts to bring national legislation and prac­
tices into harmony with EU directives in areas such as agri­
cultural policy, energy production, customs administration, 
and the completion of pension, health care, and land re­
forms. Supporters of EU membership insist that Estonia's 
entry will produce positive effects on the country's future 
development, including improved administrative procedures, 
better quaJity control through stricter regulations, and even 
greater attractiveness for foreign investors. After having 
applied for EU membership in 1995, Estonia began acces­
sion negotiations in March 1998. By late 200 l, Estonia had 
closed 19 of the 31 negotiation chapters of EU regulations 
with which applicant countries must comply to qualify for 
membership. 

While much has been written about the potential ben­
efits of belonging to the EU, the possible negative conse­
quences of Estonia's membership have received less 
attention. The need to comply with EU standards in areas 
such as infrastructure and environmental upgrading will 
increase government expenditures, at least in the short term. 
According to an EU preaccession program prepared by 
Estonia's Finance Ministry, major reforms lasting until 2015 
will require 42 billion kroons ($2.42 billion); this amount 
will have to be spent within the next five years. The country's 
struggling agricultural sector, which will face greater re­
strictions on sending goods to EU and other markets, is 
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likely to feel significant repercussions upon entry into the 
EU. Ironically, the Estonian government's earlier tariff-free 
policy, which was praised by international organizations and 
Western governments, subsequently was amended to meet 
the EU's strict membership criteria. Specifically, customs 
tariffs on agricultural products were introduced in 2000 on 
products originating from non-EU countries and countries 
with which Estonia does not have free trade agreements. 

During the last several years, Estonia's government has 
advocated EU membership not only for economic but also 
for political reasons. Many regard entry into the EU as yet 
another step along the inevitable road back to the "com­
munity of European nations," as well as a necessary precur­
sor to NATO membership. Others have argued that 
Estonia's government has pursued various policy changes 
necessary for EU accession too rapidly and without suffi­
ciently informing the public about EU-related issues. Suc­
cessive governments have pushed for EU membership, and 
public support has stood at roughly 40-50 percent over the 
last couple of years. According to one recent poll, 73 per­
cent of those surveyed believe that EU membership will 
have a negative effect on consumer prices, while 41 percent 
believe that it will have negative consequences on reducing 
unemployment. 

Estonia's rapid and comprehensive privatization pro­
gram, which included the use of vouchers that could be 
bought and sold on secondary markets with listed prices, 
was largely completed by 1998. Currently, approximately 
70 percent of the country's GDP is generated by the pri­
vate sector. Despite such impressive achievements, the last 
phase of the privatization process-the sale and subsequent 
modernization of the few remaining large infrastructure and 
energy enterprises to conform to EU requirements-has 
met with considerable difficulties. 

After negotiations for the sale of the national freight 
carrier Eesti Raudtee were criticized for having taken sev­
eral years, a March 1999 election promise by the ruling 
coalition to privatize the railroad by the end of May re­
newed what soon became a stalled process. Owing to its 
strategic implications-Eesti Raudtee includes the highly 
profitable business of handling transit cargo from Russia via 
Estonia to Central Europe-every phase of the railroad's 
privatization has been controversial. In December 2000, 
the country's privatization agency approved the sale ofEesti 
Raudtee to the U .S.-based Rail Estonia. However, when 
Rail Estonia refused to make public the name of the strate­
gic investor it planned to include in the project, the third­
choice bidder, the Estonian RER consortium, went to court, 
claiming that Rail Estonia had violated the original terms of 
the tender competition and thus should not qualify as a 
strategic investor. 

With the case pending, the privatization agency decided 
to continue negotiations with its second choice, Baltic Rail 
Services ( BRS), a consortium ofU .S., British, and Estonian 
investors. In April 2001, the government finally reached an 
agreement to sell 66 percent ofEesti Raudtee to BRS, which 
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paid the $57 million purchasing price in late August. How­
ever, opposition politicians and the state audit office criti­
cized the deal for reasons including doubts about whether 
BRS would make good on its promise to invest in Eesti 
Raudtee. As a consequence of the political fallout from 
these controversies, both Economy Minister Mihkel 
Parnoja and Transport and Communications Minister 
Toivo Jurgenson faced separate no-confidence votes 
brought by the opposition in Parliament. Although both 
ministers survived the votes, Parnoja ultimately resigned 
in September. 

The privatization of the national power utility Eesti 
Energia has been fraught with political battles, with succes­
sive governments having negotiated with the U.S.-based 
NRG Energy for over five years about the partial sell-off of 
the Estonian firm . Estonia's president, opposition parties, 
business leaders, and the management ofEesti Energia have 
opposed the plan because they are concerned about things 
like higher energy prices. Nevertheless, an agreement was 
signed in August 2000 for the sale of a 49 percent govern­
ment stake in two Narva power plants that supply over 90 
percent of the country's electricity. 

In contrast with the relatively quick progress Estonia 
has made in its economic sector, reforms in the country's 
social sector generally have proceeded more slowly. How­
ever, certain EU requirements combined with the country's 
declining birth rates and general aging of the population 
have created a growing sense of urgency to implement vari­
ous pension and health care reforms. In September 2001, 
Estonia adopted a Jaw establishing a three-pillar pension 
system that consists of payments by the state, compulsory 
monthly payments by employers and employees, and vol­
untary payments by employees. Implementation of the sec­
ond pillar, which will begin in July 2002, has proven 
especially problematic because acceptance of the idea of 
mandatory contributions has progressed slowly. In the health 
sector, previous reforms in primary care continue to be 
supplemented by efforts at improvements in efficiency and 
financing policies. 

Aili Piano is a senior researcher at Freedom House and the 
managing editor of Freedom in the World, the annual glo­
bal sttrl'ey of political rights and ci11il liberties. She is a spe­
cialist on the former Sol'iet Union. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 4.70 1' 4.55 1'1' 4.00 -1.- 4.19 -1.--1.- 4.44 

Rule of Law .na .na 4.50 -1.- 4.63 -1.--1.- 4.88 
Economic Liberalization 4.13 1' 4.00 1'1' 3.67 -1.- 3.75 3.75 

l\.l~Y A \f~UAL l~DIC \TOHS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 534.6 563.0 657.0 771.5 524.0 555.9 580.6 

Real GDP growth (% change) 2.4 10.5 10.8 2.9 3.0 1.9 3.0 

Inflation rate 162.7 39.4 7.1 3.6 19.2 4.1 5.6 

Exports($ millions) 363.0 417.0 494.0 478.0 477.0 645.0 671.0 

Imports($ millions) 700.0 768.0 1,052.0 1,164.0 1,018.0 1,006.0 1,050.0 

Foreign Direct Investment($ millions) 6.0 54.0 236.0 221 .0 60.0 152.0 100.0 

Unemployment rate 3.1 2.8 7.7 12.3 12.7 10.3 na 
Life Expectancy (years) 72.5 na 72.5 na na 73.0 73.0 



INTRODUCTION 

Tlc successes and fuilurcs of democracy-building in 
Georgia arc closely linked to the state-building pro­
cess. The latter was challenged in the early 1990s by 

violent ethnopolitical and civil conflicts and continues to be 
seriously impeded by several factors. These include the ex­
istence of"frozcn" conflict areas such as Abkhazia and South 
Ossetia; the uncertain status of the Autonomous Republic 
of Ajaria; the ineffectiveness of state institutions; rampant 
official corruption; and spillover effects from conflicts else­
where in the region, such as in Chechnya. A one-day mili­
tary mutiny in May 2001 and an episode ofrenewed fighting 
in the fall in Kodori Gorge of Abkhazia, pitting Georgian 
and Chechen fighters against the Abkhaz militia, under­
scored Georgia's volatility. 

The process of democratic development in Georgia is 
accordingly uneven. The country has made considerable 
progress regarding the free operation of political parties, 
civic organizations, and the media, as well as in privatization 
and other areas of economic liberalization. This, however, 
has not led to the creation of an effective democratic sys­
tem of governance, and the government has not put in place 
a framework for fair political and economic competition. 
The power ministries and the law enforcement system resist 
reform (save for certain changes in the judiciary) and play a 
disproportionate role in the political process. In addition, 
the fairness of the election process is widely questioned. 
Meanwhile, extortion by various government agencies and 
the existence of "chosen" economic agents that enjoy sig­
nificant privileges distort economic competition. Georgia's 
ongoing fiscal crisis, moreover, exacerbates social problems 
and undermines the government's ability to address major 
problems racing the country. There is also an alarming trend 
of violence against religious minorities. 

The level of personal freedom enjoyed by Georgians 
differs considerably from region to region. The central gov­
ernment generally docs not infringe on political pluralism 
or freedom of expression. However, Ajaria's leader, Asian 
Abashidze, has used his republic's autonomy to consolidate 
a one-man autocracy that does not tolerate independent 
civic and political activities. In the ethnic Armenian enclave 
ofSamtskhe-Javakhcti and the Azeri enclave ofKvemo Kartli, 
elections arc characterized by large-scale irregularities that 
help the incumbents. The secessionist Abkhazia and South 
Ossetia regions, meanwhile, have few connections to civic 
and political life in the rest of Georgia. Their regimes are 
not democratic, despite some gains in political pluralism in 
the past several years. 

Georgia's gradually deepening crisis of governance came 
close to disrupting the constitutional process at the end of 
2001. The government's inability to overcome its fiscal cri­
sis and tackle the problem of corruption sent its popularity 
to a low point, while President Eduard Shevardnadze was 
unable to put an end to open bickering within his cabinet. 
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The climax came in the form of mass student protests in 
October and November 2001 that called for the president's 
resignation. Although a series of lower-level resignations 
helped end the crisis, tensions persist. 

DEMOCRATIZATION 

1997 
5.00 
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4.50 

Political Process 
1999-2000 

4.00 
2001 
4.50 

2002 
5.00 

Georgian politics since independence have been largely 
dominated by President Eduard Shevardnadze, who was 
invited to serve as the head of state in March 1992 by the 
leaders of the coup, or uprising, that overthrew Zviad 
Gamsakhurdia. The latter was Georgia's first popularly 
elected president. Shevardnadze was the chairman of Par­
liament, which made him head of state, between 1992 and 
1995 before becoming president. His skillful balancing of 
different political and, particularly in early 1990s, paramili­
tary groups brought a measure of stability to the country. 
During his tenure, political and civic groups have enjoyed 
fairly unrestricted freedom of expression and action. 

Beginning in the mid-1990s, Shevardnadze appeared 
to be allied with a group of young reformers that was led by 
Zurab Zhvania, the speaker of Parliament between 1995 
and 2001. This reformist group held the leading position in 
tl1e Citizens' Union of Georgia (CUG), tile president's party, 
and Zhvania is widely believed to be Shevardnadze's suc­
cessor of choice when constitutional term limits force the 
president to step down in 2005. The CUG itself has never 
been a consolidated political force with a common vision 
and values. Rather, it is a loose coalition of different groups 
united by personal allegiance to Shevardnadze. 

Although this alliance led to some successful democratic 
and economic reforms in the latter half of the 1990s, 
Shevardnadze balanced the influence of the reformers with 
that of other political actors, mainly from the former Com­
munist nomcnldatttra, privileged business groups, and the 
law enforcement agencies. Members of these groups increas­
ingly resisted the reformers' drive for change, and the presi­
dent-oscillating between the various actors-failed to set 
a consistent political agenda. The result has been a divided, 
ineffectual, and directionless government and a reform pro­
cess that has been stalled since 1998. 

By 2000, rifts within the CUG faction in Parliament 
and, to an even greater extent, in the cabinet had become 
increasingly open. In the spring and summer of2001, Min­
ister of Justice Mikheil Saakaslwili and some other mem­
bers of the reformist camp openly accused the minister of 
internal affairs, Kakha Targamadze, the minister of the 
economy, Vano Chkhartishvili, and several other key fig­
ures in the government of corruption. In September, 
Shevardnadze resigned from his position as CUG chairman, 
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signaling that he was distancing himself from the reformers 
and siding with forces allied with Targamadzc and 
Chkhartishvili. Almost immediately, the CUG faction in 
Parliament split into several groups. Later that month, 
Saakashvili resigned and accused the president of encourag­
ing corruption. 

An October 30 Ministry of Security raid on the offices 
of Rttstaiii-2, the leading independent television channel, was 
widely perceived as the beginning of an attack on indepen­
dent media specifically and democratic freedoms in general. 
It led to mass protests by students who demanded the resig­
nation of the law enforcement ministers and the president. 
Parliament Speaker Zhvania, who sided with the protesters, 
resigned, while Shevardnadze sacked the entire cabinet. How­
ever, the president later reappointed almost all of the same 
ministers, save the most unpopular ones whose resignation 
the reformers had demanded earlier. With Parliament deeply 
fragmented and the president unpopular, there were grow­
ing calls for early parliamentary and presidential elections, 
which are due in 2003 and 2005, respectively. 

Amid this infighting among members of the president's 
team, the parliamentary opposition chose Zhvania as the 
main target of its attacks. This led to a paradoxical situation 
in which the opposition either tacitly or openly supported 
the president's ministers against criticism of the so-called 
reformers, who were formally considered the president's 
supporters. Revival, the party of Asian Abashidzc, led the 
opposition in a boycott of most parliamentary sessions in 
the spring and summer of2001 and seriously disrupted the 
body's work. 

The crisis in October and November left the Parlia­
ment without any group holding a majority and led to a 
redrawing of Georgia's political landscape. The CUG's re­
formist wing became the most vocal opponents of 
Shcvardnazde while splitting into two parts. Zhvania leads 
a more moderate faction that appears to have taken control 
of the party machine since the CUG congress in December. 
The faction includes Nino Burjanadzc, a politician who is 
close to Zhvania and who was elected as the speaker of Par­
liament after Zhvania's resignation. 

The CUG's more radical reformist wing, which is led 
by Mik.heil Saakashvili, cut all tics to the party and announced 
the establishment of the National Movement, a broad anti­
government alliance that has called for bolder reforms. 
However, Zhvania's and Saakashvili's groups continue to 
coordinate their policies. In Parliament, they occasionally 
cooperate with the Industrialist, Traditionalist, and Chris­
tian Democratic factions but have not created a true alli­
ance. Their major opponent appears to be the New Right, a 
CUG splinter group that consists mainly of new business­
men. The media considers the New Right's eminence gris 
to be Badri Patarkatsishvili, a right-hand man of Russian 
oligarch Boris Berezovski who returned to Georgia after 
being targeted by the Russian prosecutor's office. Amid these 
changes, President Shevardnadze is likely to continue his 
balancing role. As this jockeying suggests, Georgian poli-

tics is often freewheeling and the government generally does 
not openly repress its opponents. 

In the 1999 parliamentary elections, 33 parties and blocs 
vied for Parliament's 150 proportional scats, and 3,000 can­
didates contested the 85 scats chosen in single-member 
constituencies. The official results gave only three parties 
enough votes to overcome the seven percent threshold that 
is needed to enter Parliament: CUG, 41.75 per cent; Re­
vival, 26.58 percent; and Industry Will Save Georgia, 7.08 
percent. Voter turnout was 67 percent. The CUG's strong 
showing gave it a comfortable majority in Parliament. How­
ever, following various defections and a series of party splits 
that mostly involved the CUG, Parliament had as many as 
14 factions by late 2001. 

Although the OSCE's observer mission noted a num­
ber of irregularities in the elections, it concluded that "Geor­
gian voters were generally able to express their will." The 
worst abuses took place in the republic of Ajaria, where 
authorities barely allowed the opposition to function . There, 
with opposition parties facing severe restrictions on their 
ability to campaign, the ruling Revival Party won 95 per­
cent of the vote. 

The most recent presidential elections took place in 
2000, and President Shevardnadze won with 78.82 percent 
of the vote. His major rival, former Communist leader 
Jumbcr Patiashvili, took 16.66 percent of the vote, while 
four other candidates each won under one half of one per­
cent. Voter turnout was 76 percent. Both the OSCE and 
the Council of Europe's Parliamentary Assembly noted se­
rious irregularities, including media bias, ballot box stuff­
ing, and a lack of transparency in the counting and tabulating 
of votes. As with all other national elections since 1992, the 
self-proclaimed republics of Abkhazia and South Ossetia did 
not participate in either the parliamentary or the presiden­
tial elections. 

By-elections for two parliamentary seats in October 
2001 were not free of controversy. In the Vake District, 
where Saakaslwili, the main opposition candidate, won com­
fortably, there were incidents of actual and attempted theft 
of ballot boxes. In the Bagdadi district, ISFED, a Georgian 
NGO that monitors elections, sued the winning candidate 
for buying votes. 

Although all parliamentary elections have been held 
under a mixed system of national party lists and majoritarian 
representation, the legislation governing elections in Geor­
gia has changed from one vote to the next. The threshold 
for party lists to gain seats in Parliament increased from 
four percent in 1990 to five percent in 1995 and seven per­
cent in 1999 in an effort to encourage larger coalitions. 
The most controversial election law issue is the manner in 
which electoral commissions are appointed. Between 1990 
and 1995, the fact that the commissions consisted of politi­
cal party members made them representative but also en­
couraged back-room deals. 

Under 1999 amendments to the election law that were 
intended to make membership on election commissions less 



political, commission members were to be appointed by 
Parliament, the president, and the parties represc.:nted in 
Parliament. In practice, although most members of the new 
commissions do not formally represent political parties, the 
nomination process allows the government to promote in­
dividuals who would lend their support to the party associ­
ated with the government. This has damaged popular trust 
in the fairness of the election process. 

In August 2001, a new election code was enacted. The 
code provides for the creation of completely nonpartisan 
electoral commissions that consist of NGO representatives. 
Under the legislation, coalitions ofNGOs that have experi­
ence in monitoring elections or in democracy, civil society, 
and human rights issues will be able to submit the names of 
14 candidates to Parliament. That body, in turn, will choose 
the seven-member Central Electoral Commission (CEC) 
by a two-thirds majority, and the CEC will then appoint 
lower lever (provincial and local) commissions. However, 
the parliamentary crisis in 2001 did not allow for the cre­
ation of a new CEC in September, as was envisioned, and 
the change in party balance in Parliament may lead to modi­
fications of the new code. 

To contest elections, parties that arc not already repre­
sented in Parliament must obtain 50,000 signatures to reg­
ister a party list and 1,000 signatures to register a candidate 
in a single-scat district. Presidential candidates must obtain 
50,000 signatures. 

For the most part, there arc no serious barriers to the 
formation and activities of political parties, except in Ajaria. 
As of November 2001, Georgia had 145 registered par­
ties. The government has only twice denied registration 
to parties. In 1998 this happened to Virk, a group based 
in an ethnically Armenian region of Javakhcti. The gov­
ernment said Virk's charter violated the 1997 Law on Citi­
zens' Political Associations, which bans the creation of 
parties based on region. In 2001, the Ministry of Justice 
denied registration to Mkhcdrioni, an erstwhile militia that 
was notorious for undermining the chances for political 
order in the early 1990s but registered as a party after 
authorities released its leading members from jail. The 
Ministry of J usticc alleged that the organization was still 
terrorist in nature. 

The main problem concerning political parties is their 
weakness rather than state repression. The very fact that 
both major parties in the 1999 parliamentary elections ral­
lied around central and regional leaders such as Eduard 
Shevardnadze and Asian Abashidze, respectively, indicated 
that parties arc only weakly anchored in the broader public. 
The CU G's swift dissolution after Shevardnadze's resigna­
tion from its chairmanship confirmed this trend. According 
to CORBI, a Georgian polling organization, only 4.4 per­
cent of the population belongs to a political party; 2.2 per­
cent claim membership in either Revival or CUG. 

Although minority regions tend to have high turnout 
figures, ethnic minorities tend to support government can­
didates and play a largely passive role in political life. For 

GEORGIA • 185 

instance, in the Kvcmo Kartli Province, which has a large 
ethnic Azeri population, official turnout figures in presi­
dential elections have reached an unrealistic 98 percent. 
Insufficient knowledge of the Georgian language, as well as 
a fear that their ethnicity may become an issue in political 
fights, arc among the reasons that minorities do not get 
more involved in politics. 

The current Parliament has 14 ethnic minority repre­
sentatives, all of whom were part of the parliamentary ma­
jority that collapsed in the fall of 2001. The highest 
executive positions held by minorities arc two deputy min­
isterial posts. Minorities arc better represented in some 
regions. For instance, in Javakheti, an Armenian enclave 
in Georgia, ethnic Armenians dominate the local adminis­
tration. Women arc not well represented, but a number of 
them hold important positions. For example, in Novem­
ber 2001, Nino Burjanadzc was elected as the speaker of 
Parliament, constitutionally the second most important 
position in the country. 

1997 
4.50 
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4.00 
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Georgia's NGO sector has grown over the last decade. It is 
fairly vibrant and plays an increasingly important role in 
public and political life. Nevertheless, the number of Geor­
gians involved in NGOs remains only a small segment of 
society. A number ofNGOs act as aggressive advocates and 
pressure groups on a variety of issues, in a sense compensat­
ing for the weakness of the political opposition . NGOs arc 
often successful in blocking or encouraging legislation. For 
example, Section 3 of the administrative code, which is the 
equivalent of the Freedom oflnformation Act in the United 
States, was enacted mainly due to the activism of NGOs 
and journalists. The Georgian Young Lawyers' Association 
and the Institute of Liberty play a particularly active role in 
the legislative process. Several ministries have created coun­
cils for advice or public oversight that arc comprised mainly 
of NGO representatives and journalists. Law enforcement 
agencies and most regional and local level authorities arc, 
however, less likely to cooperate with NGOs. 

The increased influence of NGOs has led to frequent 
allegations by some political parties and the media of hid­
den political links-mainly that they arc close to the CUG's 
reformist wing. Most NGOs, however, try to distance them­
selves from political parties. Another negative side of the 
growing influence of NGOs is the proliferation of quasi­
NGOs created by government agencies or political groups. 
Media outlets that arc generally critical of western values 
and influence often denounce NGOs in general as agents of 
such influence. The more pro-democratic media are largely 
sympathetic to NGOs and use them as their main source 
for expert opinions. 
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In 1997, a new civic code defined two legal forms of 
noncommercial organizations: foundacions, which must be 
registered with the Ministry of Justice, and associations, which 
must be registered with local courts. As of November 2001, 
Georgia had 571 foundations. Overall, there were about 4,000 
registered organizacions in 1997, including associations. The 
tot.11 number of rcgiscered organizations is believed to have 
grown since then, but more recent figures arc not available. 
Alchough many of these groups exist only in name, there arc 
at least several hundred active organizations. 

The civil code allows NGOs to register fairly easily. The 
law denies registration to NGOs thac call for a violent over­
throw of the politic.11 regime, violate the sovereignty and 
territorial integrity of the country, propagate war, or incite 
hatred on ethnic, regional, religious, or social grounds. Only 
courts have the right to suspend or ban NGO activities for 
such offenses, and so far this has not been done. There is no 
special tax status for NGOs, but the 1996 Law on Grants 
exempts grant revenue from all taxes except the income tax. 
The law docs not give Georgian businesses a tax incentive 
to donate money for cha1itable purposes. NGOs arc obliged 
to disclose their revenue sources to tax authorities, but only 
a fow make such information public. 

Most NGOs arc based around small groups of activists 
and, with few exceptions, have no real organizational struc­
ture. The best organizations have regular staff and arc well 
equipped with information technology. 

For the most part, NGO membership includes younger 
and more educated members of society. Sociological sur­
veys confirm that only a small fraction of society is involved 
in NGO activities. According to data released by the Insti­
tute of Polling .md Marketing in December 2001, 94.1 per­
cent of respondents to a survey said they do not take part in 
NGO activities. Up to 80 percent think NGO activism is 
meaningless and will not lead to any improvement in their 
lives. Many people, particularly those residing outside Tbilisi, 
have difficulty distinguishing between NGOs and govern­
ment organizations. 

Geographically, civil society activism is more advanced 
in the capital city and unevenly distributed in the rest of the 
country. By sector, NGO activism is conspicuous in policy 
advocacy, legal reform, human rights, conflict resolution, 
civic education, environmental protection, social problems, 
health care, humanitarian assistance, youth issues, and 
women's and ethnic communities' issues. The number of 
community-based organizations is small but growing in some 
regions. 

Many women arc active in, or even lead, NGOs, and 
some 60 groups work specifically on women's issues. Ex­
perts estimate the number of active members of these NGOs 
at about 600 to 700, though their formal membership is 
much higher. In recent years, two networks oftemalc-bascd 
organizations have been created: The Coalition of Associa­
tions Working on Women and Gender Issues, supported by 
the OSCE, and the Georgian Regional Network for Gen­
der Equality. 

The past two years have witnessed a significant increase 
in the number and activities of ethnic-based community 
organizations, particularly in Azeri and Armenian enclaves. 
Some 60 groups work in this field, with an estimated 400 
to 500 active members. The formal membership of these 
groups is reportedly around 50,000. The Public Movement 
for Multinational Georgia includes 27 groups. Its objec­
tives include encouraging minority participation in civic and 
political lite, influencing legislation that affects minorities, 
and protecting minority culture. 

Although religious groups arc involved in charitable 
work, the level of their involvement is not high. Through 
its Lazarus Foundation, the mainstream Georgian Ortho­
dox Church cooperates with the International Organiza­
tion of Christian Churches in charitable works in several 
regions of the country. International organizations that have 
religious affiliations, including the United Methodist Com­
mittee on Relief, Caritas, and the Salvation Army, arc also 
active in Georgia. However, against the backdrop of increas­
ing religious intolerance, these agencies are sometimes ha­
rassed because of their alleged hidden agendas to engage in 
proselytizing. For example, in 2001 the Baptist Church was 
forced to stop construction ofa senior's asylum. 

There have been several programs aimed specifically at 
NGO development in Georgia. The Horizon ti Foundation 
and the Center for Training and Consultancy arc the most 
active in conducting training programs on NGO manage­
ment issues. These and several other organizations have 
published advisory materials for NGOs in the Georgian and 
Russian languages. Horizonti also publishes a monthly news­
letter in Georgian, Russian, and English on various issues 
of concern to NGOs. 

In a country with a limited tradition of voluntecrism, 
grants from Western foundations constitute the main source 
of financial support for NGOs. Membership dues, voluntary 
contributions, and income from activities account for only a 
small portion of NGO funding. The Georgian government 
does not provide financial resources to NGOs, and support 
from Georgian business is negligible. In 2001, however, sev­
eral business groups created the New Georgian Foundation, 
which donated money to education and sports programs. 

Attempts to create large associations ofNGOs have not 
been successful. Most leading organizations resist such ini­
tiatives because they fear that different political groups would 
manipulate them. Ad hoc coalitions aimed at influencing leg­
islation or organizing public advocacy campaigns have proven 
more effective. 

Trade unions arc weak in Georgia. The successors to the 
Soviet-era unions belong to the Georgian Trade Unions 
Amalgamation. Their membership has declined from 1.4 
million workers in 1996 to around 675,000 in 2001 out of a 
total workforce that is estimated at 2.3 million. The most 
viable and active independent trade union is Solidaroba (Soli­
darity), a schoolteachers' union that was formally established 
in May 2000 in Kutaisi, Georgia's second largest city. By the 
end of2001 , it had opened a number of branches through-



out Georgia and its membership had reached 4,000. While 
Solidaroba has faced harassment by local authorities, it has 
enjoyed better relations with the Ministry of Education. 

There arc several farmers' group~ in Georgia. The larg­
est, Memamuleta Kavshiri, counts 25,000 members. Busi­
ness associations are weakly developed but their number is 
growing. While large businesses often defend their interests 
through backroom and usually corrupt deals, some interest 
groups organize themselves as public associations. The In­
dustrialists' Union has been the most successful and con­
spicuous among them. It created the Industry Will Save 
Georgia electoral bloc that placed third in the 1999 elec­
tions. Other important organized interest groups include the 
Large Taxpayers' Union, the Bankers' Association, the Union 
of Petrol Importers, the Insurers' Association, and the Union 
of the Disabled. 

The 1998 Law Concerning Lobbyist Activities allows any 
legal entity or a group of 50 people to take part in the legisla­
tive process through a hired lobbyist. However, Georgia has 
very few registered lobbying organizations, which may sug­
gest that businesses prefer to influence legislation through less 
transparent means. Of Georgia's several public policy insti­
tutes, the most developed are the Caucasian Institute for Peace, 
Democracy and Development, the Centre for Strategic Stud­
ies, and the Centre for Strategic Research and Development. 
Some policy institutes have experience drafting policy docu­
ments for the government, but in general there is little coop­
eration of this type between the institutes and the government. 
These groups tend to focus on working v.rith international or­
ganizations and trying to influence public opinion. 

Private educational institutions have proliferated since 
independence, especially at the university level. According to 
data from the Ministry of Education, there are 220 private 
and 24 state universities, but some 60 percent of university 
students attend the state schools. For the most part, the quality 
of the new private universities is low. Schools that set high 
educational standards tend to be those that have Western 
ties. These schools include the European School of Manage­
ment, the Caucasian Business School, the Georgian Institute 
for Public Affairs, and the Black Sea University. At the sec­
ondary level, 350 out of the 3,170 schools are private. State 
educational institutions suffer from corruption and insuffi­
cient funding, but they arc not subject to political influence. 

1997 
4.50 

Independent Media 
1998 
4.25 

1999-2000 
3.75 

2001 
3.50 

2002 
3.75 

Georgia's media are free from censorship. However, the 
government maintains control over some strategic outlets. 
Most independent media outlets lack professionalism, cred­
ibility, and financial viability, therefore making them vul­
nerable to influence through financial pressure. In late 200 l, 
Badri Patarkatsishvili, a controversial tycoon who is close to 
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the New Right political party, started to develop a large 
media holding by buying some existing media entities and 
establishing new ones. In 2002, this emerging media hold­
ing is expected to become the mouthpiece for a political 
alliance that Patarkatsishvili reportedly is forging . 

Television is the main source of information for the vast 
majority of the population. Both national channels are statc­
controllcd and give preference to official points of view. 
Although state coverage is still far from being editorially 
independent, competition from independent companies has 
forced state television in the past three years to make its 
programming more balanced. The main independent chan­
nel is Rustavi-2, which survived government attempts to 
close it down in 1997. It broadcasts in Tbilisi and a handful 
of other regions, while its affiliated local channels rebroad­
cast Rustavi-2 shows and some otl1er programming. Rustavi-
2 is the clear leader in terms of ratings, share of the national 
advertisement market, and influence on public opinion. 
Despite some allegations of bias, it tries to maintain balance 
in its political coverage. 

Other independent television stations, unless supported 
by powerful business or political interests, are hardly finan­
cially viable. Those that are supported by powerful interests 
tend to express the political views of their supporters. Chan­
nel 9, while relying on financial subsidies from a business 
group, is the most politically independent of these stations. 
There are a number of small regional television stations 
outside the capital that try to maintain their independence 
but struggle financially. Some of them have joined the 
Rustavi-2 network; others created the ten-member United 
Television Network (UTN) in January 2000 in order to 
pool advertising revenues. 

Whether or not state domination of television outside 
Tbilisi will be broken may depend on the results ofa tender 
for the rights to a broadcasting frequency that had been 
used by the Russian ORT network. The creation of the 
National Regulatory Commission for Communication in 
May 2000 was considered a major step in ensuring fair com­
petition among broadcast media. The commission's long­
awaited decision on the contested frequency is being closely 
watched as a measure of the body's independence. 

A number of independent radio stations broadcast on 
AM and FM frequencies, with most of their programming 
consisting of music. Although many regions now have popu­
lar independent stations, state radio is still strong outside 
Tbilisi. Radio 105 became highly popular for its political 
satire but lost its cutting edge after a financial dispute among 
its founders in late 2001. 

All print media are formally private. However, the 
successors to erstwhile Communist newspapers, includ­
ing the Georgian-language Salzartvelos Rcsptiblilza, and 
its Russian-, Armenian- and Azerbaijani-language coun­
terparts, receive government subsidies, have editors ap­
pointed by the president, and serve as official propaganda 
outlets. Their circulation ( 6,000 to 7 ,000 for Salzartl'clos 
Rcspttblika) mainly depends on obligatory subscriptions 
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by government agencies. The market is dominated by in­
dependi:nt newspapers, and in 200 l the most popular 
papers saw their circulations increase. Two weekly news­
papers, KPiris Palitra and the recently established Akhali 
Versia, dearly outplayed the others. Their circulation is 
estimated at 60,000 and 50,000, respectively. Both are 
fairly critical of the government. The tabloid weekly maga­
zine Sm·ke has an even higher circulation of about 70,000 
copies. 

Daily newspapers are numerous but much weaker. The 
circulation of the most popular dailies, Alia and Akhali 
Taoba, is under 10,000 copies. Small newspapers outside 
the capital struggle to maintain both financial viability and 
independence. Grants from foreign foundations give news­
papers some temporary relict: Competition from television, 
the obvious political bias of most papers, and their inability 
to pay decent incomes in order to attract good journalists 
explains the relative failure of the print media. 

Six major information agencies compete. One of them, 
Sakinpormi, is government-controlled and serves as the 
president's press center. Apart from government subsidies, 
it enjoys privileged access to official information. Gea, 
Iprinda, and Prime News are mostly oriented towards Geor­
gian-language information markets, while Black Sea Press 
and Caucasus Press cater mostly to international organiza­
tions and embassies in Georgia. 

There are eight distribution agencies, three of them 
state-owned. The distribution share of private agencies is 
increasing. Press Distribution Service Ltd., established by 
tour independent newspapers in 1996, is the largest dis­
tributor in Tbilisi with some 50 percent of the market. The 
state agency Sakpresa and the private Presinfo agency domi­
nate distribution outside Tbilisi. 

Apart from constitutional provisions that guarantee free­
dom of speech, major laws that regulate media activities 
include the Law on Press and Other Mass Media, enacted 
in 1991 but amended several times, and the civil, adminis­
trative, and criminal codes. The Law on Press and Other 
Mass Media stipulates that "activities of a mass media out­
let may be banned or suspended if it repeatedly violates the 
law thus contributing to crime, endangering national secu­
rity, territorial integrity, or public order." 

The July 2001 murder of Giorgi Sanaia, a popular 
Rustavi-2 anchorman, led to an unprecedented expression 
of public grief and anger. Most ordinary Georgians, as well 
as the leadership of the company, blamed the murder on a 
covert government effort to intimidate independent me­
dia, though there was no evidence of such activity. In De­
cember 2001, the police arrested the alleged killer and 
presented the incident as non-political, but most media and 
members of the public remained skeptical. In October 2001, 
a criminal case was filed against Rustavi-2 for large-scale tax 
evasion. The refusal of the company's leadership to submit 
documents to the Ministry of Security in relation to the 
case led to a ministry raid on the station. That was followed 
by mass protests. The company's leadership said the matter 

had been cleared with the tax inspection authorities a few 
days before the raid. 

A proliferation of investigative reporting that alleges 
corruption or other crimes by high-ranking officials has led 
to an increase in the number of cases filed against journal­
ists and media outlets. The claimants prefer to sue for defa­
mation rather than libel. In most cases, though, the actual 
targets of media investigations deny the allegations but do 
not file suit. Sixteen such cases were filed in the last three 
years. The most prominent cases were those filed by Kakha 
Targamadze, a former minister of internal affairs, against 
the Resonansi newspaper, and by Valeri Asatiani, a former 
minister of culture, against Rustavi-2. Court decisions usu­
ally favor the media, as in the suit against Resonansi. The 
one time the media lost, in a case involving Rustavi-2, the 
outcome was clearly non-political. 

The media face greater restrictions outside the capital. 
In Ajaria, there are no independent broadcasts on political 
issues. When Channel 25, the only independent television 
company in Ajaria, began to broadcast news programs in 
February 1999, three of its four owners were forced under 
threat to cede 75 percent of the company's shares to a local 
boss. In the self-proclaimed Abkhazian and South-Ossetian 
republics, a few independent outlets have appeared, but 
authorities control most media. 

The number of people using the Internet is low but 
rapidly growing. A 2001 poll by the Georgian Opinion 
Research Business International (GORBI) group showed 
5.3 percent ofrespondents using the Internet, though many 
of them use it only occasionally. The company Sanet con­
tinues to be the main Internet service provider, with around 
10,000 accounts, followed by Georgia Online, which is 
owned by Rustavi-2, and ICN. Each of the latter two com­
panies has 5,000 to 7,000 accounts. 

There are a number of journalists' associations and 
NGOs that promote media issues, but none of them play a 
leading role . Media rights are more effectively promoted by 
ad hoc coalitions of NGOs and journalists. There are no 
figures on the number of female journalists who belong to 
press associations, but a majority of Georgian journalists 
are indeed female. 

Freedom House's annual Sttri•ey of Press Freedom rated 
Georgia "Partly Free" in 1992 and 1993, "Not Free" from 
1994 to 1996, and "Partly Free" from 1997 to 2001. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
4.50 5.00 4.50 4.75 5.00 

The Georgian Constitution calls for the separation of pow­
ers among the executive, legislative, and judicial branches 
of government. The president cannot dissolve Parliament 
and must secure its agreement on the main provisions of his 
budget before passage. Under Article 73 of the Constitu-



tion, the president issues decrees and orders on the basis of 
the Constitution and other legislation. 

According to the 1996 Law on Normative Acts, laws 
adopted by Parliament take precedence over presidential de­
crees. In practice, however, an effective system of checks 
and balances has yet to be established. Despite the presumed 
political strength of President Shevardnadze, he is not a 
strong leader within the executive branch, and government 
ministers openly promote conflicting agendas. Military, 
rather than civilian, leaders typically run Georgia's so-called 
power ministries (defense, security, and internal affairs). 
However, since November 2001, this has not been true of 
the Ministry of Security. In addition, while the army steers 
clear of political life, the security service and especially the 
Ministry of Internal Affairs tend to intervene in political 
and economic life, including the electoral process. 

Parliament is independent in its legislative activities. 
The body was fairly productive between 1995 and 1999 
when it enacted important legislation that laid down the 
foundation for reforms in many areas of life in Georgia. 
The 1999 Parliament, however, was particularly unpro­
ductive because of internal divisions within the majority 
CUG faction. Since the final break-up of the faction in 
September 2001, there has been no prospect in sight for 
the creation of a new majority; hence, Parliament is not 
likely in the foreseeable future to be able to pursue any 
coherent legislative agenda. While legislation gives Par­
liament fairly effective tools with which to exercise its 
right of oversight, such as the power to confirm or reject 
ministerial nominations, hold hearings, and set up inves­
tigative commissions, Parliament has been relatively un­
successful in exercising these rights. Its increasing 
weakness has allowed executive officials to ignore parlia­
mentary oversight efforts. 

Contrary to the Law on Normative Acts, some gov­
ernment agencies still give precedence to internally-issued 
regulations over laws. Though the law obliges ministers 
to have a deputy in charge of relations with Parliament, 
effective contacts between the executive and legislature 
are quite weak. 

Branches of power differ with regard to openness and 
transparency. Chapter 3 of the July 1999 administrative code 
requires government officials to make available to the pub­
lic at no cost original versions of public documents. Although 
this law effectively increased access to public information, 
some government agencies are still reluctant to comply with 
these requirements. 

The 1995 Constitution does not define a territorial ar­
rangement for the country. Article 2 of the Constitution 
says that the territorial arrangement will be defined after 
the country's territorial integrity is restored. Currently, the 
territory of Abkhazia and most of South Ossetia, both of 
which were autonomous within Georgia under the Soviet 
Constitution, are outside the government's control and do 
not participate in Georgia's political life. The exception is 
the Tbilisi-based Abkhazian government in exile. This gov-
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ernment is recognized by the Georgian government as the 
sole legitimate representative of Abkhazia and in effect 
handles issues involving internally displaced persons. 

The third autonomous territory within the country is 
Ajaria. Tblisi never contested Ajaria's special status, but it 
was only in April 2000 that the Georgian Parliament 
amended the Constitution to include a clause guaranteeing 
Ajaria's autonomy. Legislation defining the separation of 
powers between the center and Ajaria has yet to be devel­
oped. In 2001, Ajaria adopted a new Constitution that in­
troduced a two-chamber Parliament and the position of head 
of the republic. In practice, the Ajarian leadership often defies 
Georgian legislation, in particular by refusing to pay taxes 
to the central government. 

In 1994, President Shevardnadze created a new level 
of governance between the district and national levels called 
the mlzhare. The mkhare is ruled by the president's 
rtsmtmebttli, or authorized representative, who is informally 
called a "governor." However, this level exists only by presi­
dential decree and its constitutionality is contested. Under 
this arrangement, Georgia is divided into 12 mkhares, in­
cluding autonomous regions and the capital as an indepen­
dent unit. 

Local government on the 1·a)•011 (district) level and be­
low is organized according to a law enacted in February 
1997 and amended in August 2001. Under the 1997 ver­
sion of the law, presidential appointees held administrative 
power at the district level and in Georgia's seven largest 
cities. Amendments to the 1997 law, adopted in August 
2001 after long and heated debates, led to only a modest 
increase in local powers. Mayors of all cities except Tbilisi 
and Poti will be elected by direct popular vote, while heads 
of district-level administrations will be selected by the presi­
dent from locally elected salzrebttlos, or elected councils in 
settlements of more than 5,000 residents. Local elections 
scheduled for November 2001 were postponed until June 
2002 because of the late adoption of the new election code 
and general disarray in the political system. 

The sakrebulos have very limited powers and do not 
really play a role in local governance. For example, local 
councils approve budgets submitted by gamgebeli, or cen­
trally appointed local administrators. However, ifthe coun­
cils fail to do so in the first two months of the year, the 
president may dismiss them. Excessive centralization of the 
political system and insufficient devolution of power to the 
local level are among the most frequently criticized aspects 
of the Georgian political system. In his pre-election speech 
in March 2000, President Shevardnadze pledged that in 
2001 gamgebelis would be elected by direct popular vote, a 
measure required by the Council of Europe. However, 
amendments that were adopted in August 2001 after long 
and heated debates only led to a modest increase in local 
powers. Although the mayors of all cities except Tbilisi and 
Poti will be elected by direct popular vote, the heads of 
district-level administrations will be selected by the presi­
dent from locally elected sakrebulos. 
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Municipal governments collect some revenues through 
the management of municipal property and the collection 
of local taxes. However, they remain heavily dependent on 
transfers from the state budget. This increases the power of 
the centrally appointed gamgcbelis, since the timeliness of 
the transtCrs depends on their relations with otlicials in the 
capital. 

A 1997 law gives local governments responsibility over 
local civil servants. However, there arc no effective pro\'i­
sions for improving the efficiency or professionalism of civil 
servants. Incoming heads of state agencies generally con­
duct major staff overhauls motivated more by political loy­
alty and personal connections than by professional 
competence. Moreover, the extremely low salaries paid to 
civil servants make it difficult to attract honest and compe­
tent personnel. The U .S.-funded Georgian Institute for 
Public Affairs and the Office of Regional Management un­
der the president's chancellery conduct training for civil 
servants. 

RULE OF LAW 

1997 
5.00 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
4.75 4.00 4.00 

2002 
4.25 

The 1995 Parliament brought Georgian legislation closer 
to international standards. The implementation of this leg­
islation, however, is questionable. Resistance to the reforms 
by the law enforcement system, in particular the internal 
affairs and security ministries and the procuracy, have prob­
ably been the greatest challenge to the constitutional order. 
The government has been relatively successful in carrying 
out judicial reforms, but the general environment in which 
the judiciary operates has reduced any positive effects. Al­
though the president's policies have been more or less con­
ducive to the development of political pluralism, they have 
not been consistent in terms of upholding the rule of law. 

The government created a Constitutional Court in 
1996. The president, Parliament, and Supreme Court each 
name three of the Constitutional Court's nine members, 
who hold ten-year terms. There have been a number of 
cases in which the Court has ruled against the state in favor 
of individual citizens and organizations. In the most publi­
cized case of 200 l, the Court determined that it was un­
constitutional to hold a second round of elections in three 
western districts during the 1999 parliamentary elections. 
The effect was to declare invalid the elections of three mem­
bers of the then ruling coalition . The Constitutional Court 
also agreed with the opposition Labor Party that the mkhare 
territorial unit is unconstitutional. In common law courts, 
direct invocations of the Constitution have become a rela­
tively established practice, especially in civil cases. 

Between 1997 and 1999, Parliament enacted a pack­
age of laws designed to reform the law enforcement sys­
tem, including the criminal justice system. These laws 
were: On General Courts ( 1997), On the Office of the 
Public Prosecutor ( 1997), the Code of Civil Proceedings 
(1997), the Criminal Proceedings Code (1998), the Gen­
eral Administrative Code ( 1999), and the Criminal Code 
on Imprisonment (1999) . The aim of these reforms was 
to create a legal system that would reduce the pervasive 
powers of the procuracy, increase the defense attorneys' 
role, and enhance the independence and authority of the 
judiciary. Under the reforms, only courts may issue search 
and arrest warrants. 

The death penalty was abolished in November 1997. 
In January 2000, the penitentiary system was removed from 
the authority of the Ministry of Internal Affairs and placed 
under the Ministry ofJustice. Since then, however, reforms 
to the law enforcement system have stalled, save for the 
penitentiary system where authorities have taken strong anti­
corruption measures. In November 2001, the president cre­
ated an Interagency Commission on Institutional Reform 
of the Law Enforcement System under the Security Coun­
cil. The commission's recommendations are expected by 
spring 2002. 

Chapter 2 of the 1995 Constitution provides for basic 
human rights and freedoms. It guarantees freedom of speech, 
movement, and assembly, as well as freedom from torture, 
inhuman punishment, and discrimination based on race, 
language, religion, or gender. Article 21 of the Constitu­
tion guarantees the right to own and inherit property. Ar­
ticle 30 requires that the state to foster conditions conducive 
to the development of free enterprise. Business rights are 
further elaborated in the 1994 Law on Entrepreneurs, the 
1996 Law on the Promotion and Guarantees of Investing 
Activities, the 1997 civil code, and other legislation. 

Article 43 of the Constitution creates the post of pub­
lic defender. The office is nominated by the president and 
elected by Parliament to a five-year term, but it is not ac­
countable to either the president or Parliament. In May 
1999, Georgia ratified the European Convention on Hu­
man Rights. A number of laws passed between 1996 and 
1999 created specific mechanisms to protect these freedoms 
but in some cases restricted rights provided for by the Con­
stitution. For example, the Law on Meetings and Manifes­
tations requires special permission to hold protests on streets 
and near government offices. 

The criminal code, which was enacted in July 1999, is 
largely modeled on the Soviet-era law but does not contain 
some of its predecessor's most notorious aspects. The main 
thrust of the government's efforts to reform the criminal jus­
tice system has been the Criminal Procedures Code, which 
was adopted prior to Georgia's accession to the Council of 
Europe in April 1999. The code was meant to demonstrate 
Georgia's readiness to comply with international human rights 
standards. However, in May and July 1999, Parliament 
adopted more than 300 amendments to the code that were 



later denounced by the New York-based organization Hu­
man Rights Watch as "backtracking on reform." Of particu­
lar concern is a provision that allows officials to detain suspects 
for up to 72 hours without charge or access to counsel. In 
practice, detainees arc frequently denied access to counsel 
even after spending 72 hours in detention. Similarly, a sus­
pect may be remanded for up to nine months in pretrial de­
tention, and this period is often exceeded in practice. 

Police continue to carry out searches without warrants 
and to make unregistered arrests, usually to extort money. 
Formal complaints against such violations arc rare, as most 
citizens have limited awareness of their rights and are eas­
ily intimidated by police. Defendants often state during 
court proceedings that they confessed to crimes they did 
not commit because of physical and psychological pres­
sure. There have been several publicized cases in which 
suspects suspiciously fell to their deaths from the deten­
tion wards of the procurator's office. Officials termed all 
of these cases suicides. 

A new judicial system has been in place since May 1999. 
According to the Constitution, the judiciary is independent 
from the other branches, and judges are prohibited from 
joining political parties or participating in political activi­
ties. Under the 1999 changes, judges are appointed by the 
president upon nomination by the Council of Justice, a con­
sultative body of 12 members (4 nominated by the presi­
dent, 4 by Parliament, and 1 by the Supreme Court). The 
chairman of the Supreme Court and the chairmen of the 
Supreme Courts of Abkhazia and Ajaria participate as ex 
officio members. 

New judges must pass exams conducted by the Council 
of Justice with the assistance of international organizations. 
Judges receive monthly salaries of $250 to $350, which is 
relatively high by the standards of the Georgian public ser­
vice. However, these reforms have not eliminated judicial 
corruption, which appears to have replaced political pressure 
as the major problem facing the courts. Frequent delays in 
the payment judges' salaries, for example, are an ongoing 
problem that perpetuates corruption. Courts have also proven 
susceptible to public pressure when confronted with cases 
involving religious minorities. Although the Ministry ofJus­
tice made considerable progress in enforcing cases during 
the first nine months of 2001, the implementation of court 
decisions, especially in civil cases, is still often lacking. 

The role of defense attorneys in court proceedings has 
increased considerably, but professional and ethical stan­
dards are often low. The state provides public defenders to 
criminal defendants who cannot afford an attorney. The Law 
on the Bar, adopted in June 2001, states that all lawyers 
must pass exams administered by a future Georgian Bar 
Association and later become members of the bar. The 
Council ofJustice will administer the initial exams, and the 
first 100 lawyers who pass will be entitled to create the Bar 
Association. Beginning in January 2003, only members of 
the Bar Association will have the right to represent clients 
in court. The objective of the reform is to create a mecha-
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nism for self government of lawyers and to enforce profes­
~ional and ethical standards. 

Georgia has no specific legislation on ethnic or reli­
gious minority and gender rights. The past three years have 
seen an increase in religious intolerance. Some 75 percent 
of Georgians are eastern Orthodox (both Georgian and 
Russian), 13 percent are Muslim (Georgian and Azeri), and 
8 percent are Armenian Apostlic. Other religious faiths have 
far teweradherents. These include Catholics (50,000), Yezidi 
Kurds (33,000), Evangelists (18,000), and Jehovah's Wit­
nesses (15,000). 

Since 1999, there have been more than 80 violent 
attacks against members of religious minority groups. 
Over 40 such episodes took place in 2001. The main vic­
tims have been Jehovah's Witnesses and, to a lesser ex­
tent, Baptists and other members of mainstream churches. 
A group led by a defrocked Orthodox priest, Basil 
Mkalavishvili, and the Jvari (Cross) organization took part 
in most of the assaults. Assailants even attacked some 
newspapers such as Resonawi that reported on these 
groups' activities in a critical vein. The police did not 
take any action, and on some occasions members of the 
police and other state agencies took part in the attacks. 
The perpetrators have not been punished, though on 
some occasions the victims have sued . 

In January 2001, the Georgian Supreme Court can­
celed the registration of the Jehovah's Witnesses, and the 
group appealed to the European Court of Justice. Given 
that religious violence is mainly targeted towards small 
churches headquartered in the United States, one explana­
tion of this new trend may be general dissatisfaction with 
the policies of Georgia's pro-Western government. 

In 2000 and 2001, there was a campaign to give the 
Georgian Orthodox Church a special legal status through a 
constitutionally established agreement between the Ortho­
dox Church and the state. Although NGOs warned that such 
an agreement could lead to inequality between members of 
different denominations, the project was too popular for any 
politician to oppose it. On March 30, 2001, an amendment 
to Article 9 of the Constitution established that a special agree­
ment that was to be in compliance with international human 
rights norms should govern relations between the Georgian 
state and the Georgian Orthodox Church. However, after 
this amendment was adopted the matter of drafting the ac­
tual agreement drew little attention. 

Corruption 
1999-2000 2001 2002 
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There is a strong consensus in Georgia that corruption has 
become a major obstacle to political and economic devel­
opment, and the problem of graft has become the central 
issue in political struggles. While the government recog-
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nizcs the scope and urgency of the problem, it has taken no 
effective measures to remedy it. 

According to the 1997 Law on Corruption and the 
Incompatibility oflntercsts in the Public Service, high-rank­
ing public officials (including members of Parliament, min­
isters, and their deputies) and members of their families 
cannot hold positions in commercial agencies whose activi­
ties arc supervised by the government agency for which the 
said public official works. The officials also must submit 
public declarations of their property and income. This re­
quirement was extended by presidential decree to all civil 
servants. 

Despite these reforms, it is widely recognized that ma­
jor business groups have close tics to leading state agencies 
and promote their interests through them. Two factions in 
Parliament, the Industrialists and the New Faction (which 
is linked to the New Right party), mainly consist of busi­
nessmen . Until recently, the United Georgian Bank, one of 
the largest banks in Georgia, was represented in govern­
ment by Vano Chk.hartishvili, the minister of economy, trade, 
and industry. (Chkhartishvili was not reappointed after the 
government was sacked in November 2001.) The bank is 
still represented in Parliament by Zaza Sioridze, the chair­
man ofa parliamentary committee. Several close relatives of 
President Shevardnadze run successful businesses and arc 
widely believed to enjoy unfair advantages over their com­
petitors. In Ajaria, most high-ranking officials arc related to 
the republic's leader, Asian Abashidze, and much of the re­
gional economy is believed to be under the direct control 
of the Abashidze clan. 

Corruption is rampant in various spheres of public life, 
though its scale varies from one agency or region to an­
other. In a poll conducted by GORBI in 2001, 60.4 per­
cent of respondents said that all or at least a majority of 
public servants were corrupt, and 36.8 percent considered 
some of them to be corrupt. The respondents considered 
customs to be the most corrupt agency, followed by police 
and tax inspection. According to the Institute of Polling 
and Marketing and other sources, the routine activities that 
arc most commonly subject to corruption arc obtaining a 
construction permit, getting a business registered, and ob­
taining a passport. In addition, public servants often ille­
gally sell state information for private gain, and Georgians 
often pay bribes to obtain exemptions from mandatory mili­
tary service or gain admission to prestigious departments in 
universities. Extortion of protection money by law enforce­
ment agencies has become an established practice. 

Extremely low salaries in the public sector encourage 
corrupt activity. In 2001, the average salary of an employee 
in the budgetary sector was 53 lari (about $26), while a 
minister received 165 lari. Because of the fiscal crisis that 
began in 1998, even those salaries would often go unpaid 
for months. However, many government agencies pay bo­
nuses to public servants from their so-called "extra-bud­
get" incomes. As a result, actual remuneration in various 
public agencies varies considerably. 

Until recently, almost no cases of high-level corruption 
were prosecuted. In the fall of 2000, several former high­
ranking oflicials of the Ministry of Energy and a major state­
controllcd power generating company were arrested and 
charged with embezzlement of public funds . All but two 
were released in the course of the investigation. When this 
report went to press, court proceedings for the two remain­
ing officials were underway. 

The media have been active in investigating cases of 
alleged corruption. Since early 2000, 60 Minutes, a weekly 
program on Rustavi -2, has devoted itself almost exclusively 
to exposing high-level corruption in state agencies. The 
program has become one of the highest rated shows on 
Georgian television . 

Investigative reports by the media appear to confirm 
the widespread belief that government agents, in particular 
law enforcement officials, arc closely implicated in cigarette, 
fuel, and alcohol smuggling; the drug trade; and abduc­
tions for ransom. Regions outside of government control 
such as Abkhazia and South Ossetia provide safe haven for 
those involved in such activities. As a result of the second 
war in Chechnya, Pankisi Gorge has become another area 
where trade in narcotics and hostages under the protection 
of corrupt law enforcement officers has flourished . The 
Gorge is host to considerable numbers ofrefugecs who fled 
the war and, reportedly, to some fighters as well. The U.S. 
State Department considers Georgia a secondary route for 
the heroin transport from Afghanistan to Europe. 

In July 2000, President Shevardnadze created a scvcn­
mcmber working group to elaborate a national anticorrup­
tion program. The group was chaired by the head of the 
Supreme Court, Lado Chanturia. In the spring of 2001, 
the group presented its recommendations, which focused 
on liberalizing the business environment, improving man­
agement of public finances, increasing the general efficiency 
of governance, reforming law enforcement bodies and the 
educational system, and tackling political corruption . Fol­
lowing the group's recommendation, a coordinating body 
under the president was created to elaborate further anti­
corruption policies and monitor their implementation. So 
far, these efforts have not brought tangible results. 

In March 2001, the president issued a decree that in­
cluded specific measures aimed at increasing transparency 
in key government institutions, reducing excessive govern­
ment control of business agencies, and improving the moni­
toring of income and spending of public officials. Most of 
the decree's provisions, however, were either insufficiently 
fulfilled or not at all. In line with the recommendations of 
the anticorruption group, the Ministry of Justice proposed 
a draft law on returning property to the state that was un­
lawfully acquired by public officials. Most cabinet members 
opposed the proposal. 

Growing public awareness of the problem of corrup­
tion may be the main positive result of the government's 
anticorruption measures. Some economic experts, includ­
ing the contributors to the UNDP's annual Human Dc11el-



opment Repo1't, view the diminishing gap in 2000 and 2001 
between registered incomes and actual levels of spending as 
a positive effect of the anticorruption campaign. This could 
mean, however, that money gained through corruption is 
simply sent abroad rather than spent in the country. 

In the past few years, several textbooks have been writ­
ten in the field of civic education. Among the books' objec­
tives is the development of an anticorruption mindset among 
students. In 2001, a program of anti-crime and anticorrup­
tion education began in 20 schools in Tbilisi and Batumi. 
In these schools, anticorruption education is part uf the 
obligatory curriculum. There arc also several optional 
courses. 

Georgia was rated 84th out of 99 countries in Trans­
parency International's 1999 Corruption Perceptions In­
dex. The country received a score of 2.3 on a scale of 0 to 
10, with a 10 given to the least corrupt country. Transpar­
ency International did not rate Georgia in 2000 and 2001. 

ECONOMIC LIBERALIZATION 
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The Georgian economy experienced a catastrophic decline 
after the break-up of the Soviet Union. Growth in GDP, 
for example, has been volatile, rising from an abysmal -11.4 
percent in 1994 to 10.8 percent in 1997, and then falling 
sharply again to 2 percent in 2000. The relative stability of 
the lari, which Georgia introduced in the mid-1990s, con­
tinues to be one of the government's major economic suc­
cesses. In the mid-l 990s the government also tamed 
inflation, carried out large-scale privatization, and enacted 
fairly liberal economic legislation. Since 1999, however, both 
political and economic reforms slowed. 

Since 1994, Georgia has largely followed the World 
Bank and the International Monetary Fund's recommen­
dations for macroeconomic policies. While the reformist 
camp of the leadership generally supports economic liberal­
ization and considers the Bretton Woods institutions, United 
States Agency for International Development ( USAID ), and 
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other Western institutions to be its allies in this process, 
many other government officials resist carrying out reforms. 
Fur example, in the early 1990s, officials who were opposed 
to reform exempted from privatization most large manu­
facturing enterprises on the grounds that they were strate­
gic national assets. It is much more difficult to privatize 
these companies now, as their assets were plundered and 
they accumulated huge debts. 

According to the State Department of Statistics, more 
than 85 percent of GDP was produced by the private sector 
in 2000, up slightly from 82 percent in 1999. The UNDP 
estimates that more than 75 percent of Georgia's economi­
cally active population works in the private sector. More 
than 80 percent ofagricultural production is in private hands. 
The process of privatization, however, has slowed consider­
ably during the past two years. 

The 1997 Law on State Property Privatization regu­
lates the privatization process, with the exception of land 
and housing privatization . Housing privatization was 
largely completed in the early 1990s under a Soviet-era 
law that allowed citizens to purchase the housing they 
occupied at a nominal price and with a minimum of bu­
reaucratic procedures. The 1996 Law on the Ownership 
of Agricultural Land regulates the privatization of agricul­
tural land, while the 1998 Law on Urban and Industrial 
Land Privatization declared the land allocated to priva­
tized enterprises, private legal entities, and citizens to be 
private, based on existing drafts and documents. Privatized 
land is registered rapidly without additional surveying, af­
ter payment of a one-time fee. 

For enterprises, the government initially used voucher 
privatization. Under this system, Soviet-era managers or 
Georgians with 1wme11/zlatttm connections gained owner­
ship of almost all valuable assets. In some cases, top manag­
ers of enterprises set aside for privatization kept outsiders 
from bidding (often using force or the threat of force), with 
the privatization taking place at a starting price of 1 lari. 

In May 1997, the Ministry of State Property Manage­
ment launched a new system of privatization of large state­
owned enterprises that used international tenders prepared 
in close collaboration with Western advisers. The ministry 
prioritized the reform of three crucial sectors of the economy: 
energy, telecommunications, and transportation. In late 1998, 
the Tbilisi electricity distribution company Telasi was sold to 
the American firm Applied Energy Services (AES). AES also 
took ownership in 2000 of the two largest blocs of the Tbilisi 
thermal power station, which has the greatest power-gener­
ating capacity in Georgia, and in 2001 of two other hydro­
thermal electric plants. In 2001, the German banking giant 
Kommerzbank was developing the terms of reference for tele­
communications privatization. However, the terms of the 
tender expired in November 2001 without any success. A 
new tender is scheduled for January 2002. 

The government's large-scale failure to collect taxes has 
led to a severe, ongoing fiscal crisis that began in 1998. The 
2001 budget was cut by one-fourth in the fall but even this 
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reduced target was missed by 87 million GEL ($43 mil· 
lion). Apart from poor administration, inadequate tax col­
lection is often blamed on the June l 997 tax code, which 
was drafted in close collaboration with a number of foreign 
advisors and relies heavily on Western (particularly German) 
codes. Specifically, the 20 percent value added tax (VAT) is 
believed to be too difficult to administer in an economy 
that lacks an adequate system for tracking records for most 
types of transactions. This and other shortcomings in Geor· 
gian legislation and administration are often blamed on the 
very large size of the shadow economy in Georgia. Although 
the International Monetary Fund estimates the shadow 
economy at 35 percent of GDP, the United Nations Devel­
opment Programme puts the figure at 70 percent. By the 
UNDP estimate, the shadow economy includes, for example, 
75 percent of small and medium size enterprise (SME) turn­
over, 60 percent of the tobacco business, and 70 percent of 
fuel imports. 

Amendments to the tax code, developed by a team of 
advisors under the umbrella of USAID and the Barents 
Group, have been submitted to Parliament. The draft law 
sets out different tax regimes for large enterprises as op­
posed to SMEs. No changes are proposed for the former, 
whereas the VAT and income taxes on SMEs with sales of 
less than 100,000 GEL per annum would be replaced by a 
flat tax at 5 percent of sales. Parliament has yet to discuss 
the draft proposals. 

Despite the country's fiscal crisis, the National Bank of 
Georgia (NBG), the central bank, has become independent. 
A June 1995 law strengthened the NBG's authority to imple­
ment anti-inflationary monetary policies and supervise the 
banking system. The lari was introduced in 1995 and was 
kept stable at a rate of about 1.3 per U.S. dollar until the 
Russian financial crisis in 1998. In late 1998, the NBG in­
stituted a free floating regime for the lari. After an initial 
fall, the currency regained lost ground and has been rela· 
tively stable, fluctuating between 1.85 and 2.20 per dollar. 
Because of an increase in the consumption prices of dee· 
tricity and gas, inflation grew by 10.5 percent in 2001, up 
from 4 .6 percent in 2000. 

The NBG's policies also contributed to a consolidation 
of the private banking sector by increasing the minimum 
foundation capital of commercial banks to $5 million. This 
reduced the number of Georgian commercial banks to 18. 
The International Financial Corporation and the European 
Bank for Reconstruction and Development obtained eq­
uity stakes in some banks. In the fall of 2000, the TBC 
bank became the first Georgian bank to obtain an interna· 
tional rating by Thomson Financial. Public confidence in 
banking institutions has been increasing: between 1996 and 
2001, commercial bank deposits increased fourfold . How­
ever, the absolute volume of deposits is still low and major 
banks do most of their business servicing government spend­
ing and international credits. Extremely high interest rates, 
ranging from 1.5 percent to 3 percent per month, make 
lending, especially long-term lending, problematic. These 

rates, however, arc down from monthly rates of between 2 
percent and 7 percent in 2000. 

The creation of a Georgian capital market infrastruc­
ture was initiated at the end of 1999, when the Caucasus 
Stock Exchange won a tender to manage the Georgian Stock 
Exchange (GSE). Today, some 350 companies are regis· 
tered on the GSE and take part in trading each Tuesday. 
The GSE has signed a memorandum of understanding with 
the lstanbul stock exchange that will allow Georgian and 
Turkish investors to have access to both markets beginning 
in 2002. 

Article 21 of the Constitution guarantees the right to 
property ownership and inheritance. Intellectual property 
rights are protected by Article 23 of the Constitution, the 
1997 Civil Code, the 1997 Copyright Law, the 1999 Patent 
L'lw, and the 1999 Law on Trademarks. Georgia has also 
acceded to a number of international conventions protect­
ing property rights. The Constitution permits the expro­
priation of property, with full compensation, in cases of 
"necessary social need" as determined by law or court deci­
sion. No expropriations have taken place. 

The government largely completed price liberalization 
by 1996. Energy and urban electric transport are the only 
areas where prices remain controlled. 

The 1994 Law on Entrepreneurial Activity codified and 
fundamentally changed many corporate laws and regula­
tions. According to the 1997 civil code and the Code of 
Civil Proceedings, commercial companies must be regis· 
tered by the district court of justice and added to the state 
register. New, simpler regulations for business registration 
are being discussed. The main obstacle to entrepreneurial 
activities, however, is interference by numerous inspection 
and law enforcement bodies that constitutes a web of infor­
mal taxation. ln June 2001, Parliament passed an amend­
ment to Article 218 of the tax code providing that only the 
tax inspection office and its affiliated agencies have the right 
to check the accounting books of private companies. All 
unusual checks must be authorized by a judge. The amend­
ment reportedly has reduced the number of inspections. 

The 1999 judicial reforms moved economic disputes 
to common law courts from a separate court of arbitra­
tion. This has increased the speed and transparency of the 
proceedings. However, the competence of judges in ap­
plying new economic legislation is insufficient, and cor­
ruption continues to be a major problem. In late 2000, 
the first private court of arbitration was established . Cur­
rently, several such courts are active and two of them are 
quite efficient. 

Under Article 30 of the Constitution, the state is re­
quired to foster conditions conducive to free enterprise and 
competition. The 1996 Law on Monopoly Activity and 
Competition created an agency charged with antimonopoly 
enforcement for all goods markets, while the NBG regu­
lates the securities and financial markets. Business competi­
tion is hindered, however, by the existence of patronage 
networks that practice insider dealing among preferred eco-



nomic actors. Government-granted monopolies exist in such 
sectors as rail transport, telecommunications, and energy. 

In June 2000, Georgia joined the World Trade Organi­
zation. According to its membership terms, Georgia must 
make all legislative changes required by the international 
trade body within five years. 

Severe energy shortages have become a symbol of the 
Georgian economic crisis. Since independence, Tbilisi has 
typically enjoyed only four to six hours of electricity per day 
in winter, while most of the country averages three to four 
hours and some areas even less. Since 1995, the sector has 
been divided into independent entities responsible for gen­
eration, transmission, dispatch, and distribution. The dis­
tribution sector was broken up into more than 70 
municipally owned companies. 

The regulatory framework was strengthened consider­
ably by the 1997 Electricity Law, which created the inde­
pendent Georgian National Electricity Regulatory 
Commission (GNERC). The commission adopted a trans­
parent tariff framework and issued licenses to sector enter­
prises. A wholesale electricity market has been created, with 
major power distributing and generating companies having 
been privatized. The government has begun extending the 
same approach to the natural gas sector. In September 2001, 
the management of electricity distribution was transferred 
to a Spanish company that won a tender organized by the 
World Bank. The first sign of tangible improvement came 
in November and December 2001, when most parts of the 
capital had electricity almost around-the-clock. However, 
it took a threat from AES to withdraw from Georgia to 
close more than six months of negotiations between AES­
Telasi and GNERC on a new electricity tarift: AES ulti­
mately suspended investments in Georgia until 2002 and 
left AES-Telasi to finance itself. 

Georgia currently imports its gas from Russia and elec­
tricity from Russia and Armenia. Since gas is crucial for 
domestic electricity generation and heating, Russia's mo­
nopoly of gas supplies constitutes a major problem given 
the strained relations between the two countries. The South­
ern Caucasus Energy Corridor Projects-the Baku-Tbilisi­
Ceyhan oil and Baku-Tbilisi-Erzrum gas pipelines-could 
improve the energy situation somewhat if their construc­
tion begins as expected in summer 2002. The annual in­
come from these projects is expected to be about $273 
million. 

According to official statistics, the unemployment rate 
in summer 2001 was 26.9 percent (33.l percent for men 
and 21.9 percent for women) among Georgians aged 15 
and older and 42.8 percent among the economically active 
population. The difficulty of finding work given the dra­
matic drop in economic production since independence has 
forced many Georgians to look for alternatives to formal 
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jobs, leading to an increase in the number of self-employed 
workers. More than 78 percent of self.employed workers 
are engaged in agricultural activities that allow them to avoid 
hunger but provide very small-if any-monetary incomes. 

For many public sector workers, the problem is un­
deremployment; that is, limited employment at low remu­
neration. Unemployment has hit the most educated sectors 
of Georgian society; its levels are significantly higher in 
Tbilisi, where about 30 percent of the economically active 
population is underemployed, than in any other region . 
State-provided unemployment compensation is 63.20 lari 
(approximately $32), paid over a period of six months. 
Official statistics registered a sharp increase in the average 
monthly salary to 127.6 lari in 1997 from 42.5 in 1998, 
but the average salary has since declined to 114.4 lari in 
1999 and 111 in 2001. 

Pensions are paid from the United Social Welfare Fund. 
All female citizens over age 60 and ma{e citizens over age 
65 are entitled to pensions. The rate of pensions is universal 
( 14 lari per month), save for some special categories. Be­
tween 1998 and 2000, the state accumulated huge arrears 
to pensioners (41.9 percent of payments were in arrears in 
1998 and 20.6 percent in 1999) because of Georgia's se­
vere fiscal crisis and rampant corruption. In the second half 
of 2000, against the backdrop of modest improvements in 
tax collection, the accumulation of arrears in pensions ceased, 
although old arrears persist. The ministry of finance had 
started payments in the first half of the fiscal year, but stopped 
making payments after the sequester of the state budget. 

The level of education in Georgia is on a par with that 
in high-income countries. Public funding for education, 
however, has been shrinking. In 1999, Georgia spent 2.2 
percent of GDP on education, compared to about 5.4 per­
cent in Eastern European countries and 3.7 percent in Latin 
America. 

Georgian primary schools have a 95 percent gradua­
tion rate. Of those who graduate, 97 percent enter Level I 
secondary school; approximately 96 percent of these stu­
dents graduate. However, only 58.84 percent of Level I 
graduates continue to Level II secondary schools. 

The infant mortality rate has remained relatively steady 
since 1993, ranging between 10 and 20 deaths per 1,000 
live births. The rate was about 16 deaths per 1,000 live 
births in 1999. Maternal mortality declined to 64.8 deaths 
per 100,000 live births in 2000 after peaking at close to 71 
in 1997, up considerably from 32 in 1993. 

Ghia Nodia is a political scientist based in Tbilisi, Ge01·;qia. 
He is the chairman of the Caucasian Institute for Peace, De­
mocracy and Development and holds a chair in political sci­
ence at the Ilia Chanchavadze University of Langziage and 
Culttire. 
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KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 4,359.4 4,424.6 4,494.9 4,641.0 4,757.4 4,589.4 5, 121 .0 

Real GDP growth(% change) 1.5 1.3 4.6 4.9 4.2 5.2 4.5 

Inflation rate 28.2 23.6 18.3 14.3 10.0 9.8 9.1 

Exports($ millions) 12,810.0 14,183.0 19,637.0 20,749.0 21,844.0 25,346.0 28,451.0 

Imports($ millions) 15,252.0 16,828.0 21,600.0 23,102.0 24,020.0 27,466.0 31 ,678.0 

Foreign Direct Investment($ millions) 4,410.0 2,279.0 1,741.0 1,555.0 1,720.0 1,167.0 1,314.0 

Unemployment rate 12.1 11.8 11.6 10.1 9.9 9.1 8.4 

Life Expectancy (years) 69.8 70.3 70.6 70.5 70.6 71.2 71.0 



INTRODUCTION 

Since October 1989, Hungary has been a constitutional 
democracy in which independent courts guarantee the 
rule of law. The Constitutional Court, in particular, 

has extensively practiced its right to overturn any legisla­
tion or government act that it deems unconstitutional. In 
general, the constitutional framework provides for human 
rights and for the protection of minorities. However, in 
certain areas either specific human rights legislation is lack­
ing or existing provisions violate basic civil liberties. A gen­
eral antidiscrimination law is entirely absent from the legal 
system. 

Hungary's economic system is overwhelmingly capi­
talist. Over the last decade, the government has sold the 
vast majority of state-owned assets to private investors, and 
it has adopted fundamental laws that guarantee one's free­
dom to engage in economic activity. Property rights are 
also generally respected. The state has removed most price 
regulations and limited its monopolies to a small number of 
strategically important fields. Outside the public sector, 
market factors largely determine prices and wages. 

During the period covered by this report, Hungary did 
not experience any major changes in its constitutional regu­
lations. Yet a tendency observed in previous years, namely 
the shift in balance between the executive and the legisla­
tive branches of government, grew more marked. On sev­
eral occasions, for example, the government used its 
parliamentary majority to weaken legislative oversight in 
general and investigations of alleged corruption cases that 
involve its representatives in particular. 

The constitutional framework and specific laws gener­
ally provide for freedom of the press. However, the passage 
in 2001 of legislation that was intended to provide a more 
balanced representation of opinions in each and every media 
forum drew the ire of many commentators, who viewed the 
new law as an imposition on editorial freedom. Governmen­
tal control of the state-owned section of the electronic media 
has also received substantial criticism at home and abroad. 

Broadly speaking, Hungary's constitutional regime is 
stable. It is clearly not threatened by open attempts at its 
overthrow but, rather, by the declining role of some formal 
democratic institutions. This is due, in part, to lack of effec­
tive enforcement, or neglect, of existing laws. This declin­
ing role has gained strength over a long period of time, as 
subsequent administrations have failed to strictly observe 
limits on their power or have sought to maximize their pre­
rogatives. Since 1998, the ruling coalition, which is led by 
the Federation ofYoung Democrats-Hungarian Civic Party 
(FIDESZ-HCP), has demonstrated a desire to weaken con­
stitutional controls over the executive. 

The single largest social problem in Hungary continues 
to be the plight of d1e Roma (or Gypsy) minority, whose 
members experience police brutality and discrimination in 
employment and education. In 2001, some well-publicized 
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cases of conflict between the Roma minority and members 
of d1e non-Roma majority came to the fore. Most notably, 
France offered refugee status to a number of Roma families 
that had unsuccessfully brought a ~uit against Hungary in 
the European Court of Human Rights. The suit was rejected 
on formal rather than substantive grounds, with the ECHR 
claiming that the claimants did not exhaust all local rem­
edies. Nevertheless, French authorities found their claims well 
grounded. In addition, the adoption in 2001 of the so-called 
status law, which grants certain economic and legal privileges 
to ethnic Hungarians living outside Hungary, generated some 
controversy domestically and considerable controversy abroad, 
most notably with neighboring Romania. 

Today, more than a decade after the fall of commu­
nism, Hungary's institutional framework for constitutional 
democracy and a market economy is largely intact. At the 
same time, the everyday performance of some of the 
country's core democratic institutions falls short of what an 
established democratic polity requires. This is largely the 
result of a long tradition of insufficient law enforcement 
that is partly attributable to the legacy of the former Com­
munist regime. In many instances, however, certain politi­
cal players in the post-Communist regime have deliberately 
furthered the trend. Even more worrisome is the fact that 
the general public perceives these institutions, particularly 
the legislature, as having little day-to-day relevance to the 
actual conduct of public affairs in Hungary. 
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Institutionally, the Hungarian political system has not un­
dergone any significant modification since the country sub­
stantially reshaped its Constitution in October 1989 and 
adopted a new electoral law in the same period. Under the 
Constitution, Hungary is a parliamentary democracy in 
which popular sovereignty resides in the Orszaggyules (Par­
liament) and principal executive authority rests with the 
prime minister, who leads the government. The powers of 
the president of the republic are largely ceremonial. 

Hungary's electoral law establishes a mixed electoral 
system that combines territorial electoral districts, based on 
a two-tier first-past-the-post system, with a vote on national 
party lists. Representatives who arc elected in districts fill a 
little less than half of the seats in Parliament. The remaining 
seats are filled through party lists according to a propor­
tional principle. The aim of the system is to guarantee rep­
resentation in the legislature to a viable majority of 
like-minded political parties while still retaining a sufficient 
level of proportionality. Despite its apparent complexity, this 
system has served its dual objective well, with the 
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majoritarian component of the system being slightly stron­
ger than the proportional. All three parliamentary elections 
since 1989 have resulted in a peaceful change of power, and 
the composition of each new government has reflected the 
electoral will, as represented by the popular vote. 

A significant indicator of stability is the fact that no 
post-transition government has been forced to resign pre­
maturely. That is, every government has completed its full 
term. Likewise, the proportionality of the electoral system 
is indicated by the fact that in all three post-transition elec­
tions, several minor parties have gained a mandate in Par­
liament. On the other hand, the overall number of parties 
represented in Parliament has remained remarkably stable 
throughout the post-Communist period. In all three legis­
lative elections, six parties have entered Parliament. This is 
largely due to a 5 percent national threshold for legislative 
representation. 

By contrast, observers anticipate that the 2002 legisla­
tive elections will bring about a significant realignment of 
the political landscape and that fewer parties will win rep­
resentation in Parliament. They view this possibility as pJrt 
of a longer process in which Hungarian political parties have 
been coalescing around one of two major ideological blocs. 
Specifically, a center-right bloc has emerged largely out of 
the parties that make up the current governing coalition, in 
which the FIDESZ-HCP is the senior partner. The junior 
partners in the coalition, most notably the Hungarian Demo­
cratic Forum (MDF), have retained their organizational in­
dependence but appear to have lost much of their capacity 
for independent political initiative. At the same time, a cen­
ter-left bloc has formed around the post-Communist Hun­
garian Socialist Party (MSZP). The liberal Alliance of Free 
Democrats (SZDSZ) is its junior partner. The far-right 
Hungarian Justice and Life Party (MIEP), while maintain­
ing opposing views on several key issues like EU member­
ship, gives its ideological and practical support to the 
Fidesz-MPP-led coalition on ideologically charged issues 
that divide the coalition and the other two opposition par­
ties. 

In terms of partisan politics, the single most important 
event of the period covered by this report was the all but 
complete disintegration of the Independent Smallholders 
Party (FKGP), a junior partner in the ruling coalition that 
commanded nearly 15 percent of the popular vote in 1998. 
Owing to a series of corruption cases, nearly half of the 
party's representatives in Parliament defected in 2001. It 
now stands little chance of passing the 5 percent hurdle in 
the 2002 legislative elections. 

Also notable in 2001 was the conclusion of an agree­
ment between FIDESZ-HCP and Lungo Drom, a Roma 
organization, on cooperation in the 2002 parliamentary 
election campaign . Under the agreement, Roma candidates 
would receive three seats on FIDESZ-HCP's national list 
and seven seats on its regional lists . Florian Farkas, the 
head of Lungo Drom, described the alliance as "historic" 
and noted that it had been established "in the interest of 

the prosperity of the nation ... in which Hungary's [Roma] 
obtain economic, !>ocial, legal and political interest repre­
sentation." At the same time, Lorant Kertesz, the chair­
man of the Democratic Roma Party, was critical of the 
alliance, fearing that it would divide Hungary's Roma com­
munity and tllcrcforc weaken its ability to pursue its agenda. 
Although the Fidesz-Lungo Drom agreement is an im­
portant gesture for its creation of Roma representation in 
Parliament, it should be noted that Florian Farkas lacks 
credibility among many Roma organizations and intellec­
tuals, in part because his organization is often perceived as 
avoiding conflict with government authorities on impor­
tant Roma issues. 

The ideological cleavage between the two main blocs is 
considerable. Each side views the other as inherently hostile 
to political plurality and to the democratic polity as a whole. 
Some fear that the intensity of the conflict between the two 
political blocs is not conducive to the effectiveness and sta­
bility of the country's political system. Yet there is at least 
notional agreement between the two sides on such strate­
gic issues as Hungary's Western orientation and the desir­
ability of joining the European Union. 

Domestic and international election-monitoring orga­
nizations such as the Organization for Security and Coop­
eration in Europe have judged all three post-Communist 
legislative elections as free and fair. T he most recent Parlia­
ment elections took place in May 1998 and resulted in the 
dismissal of a center-left coalition that had consisted of the 
post-Communist MSZP and the liberal SZDSZ. The present 
governing coalition, led by Prime Minister Viktor Orban, 
comprises three center-right parties: the FIDESZ-HCP witl1 
148 seats, the FKGP with 48 seats, and the MDF with 17 
seats. The MSZP controls 134 seats and the SZDSZ 24. The 
far right-wing MIEP also emerged in this election and took 
14 out of386 seats. In 2001, these figures changed consid­
erably when many representatives of tlle FKGP left the fac­
tion. The party's leaders now have little influence, even over 
the very members of the cabinet it has nominally delegated. 

The most recent presidential election took place in June 
2000, and the process was free and fair. Since the Constitu­
tion sets a two-term limit on presidential mandates, Presi­
dent Arpad Gonez, who completed his second five-year term 
in 2000, was not eligible to run. In keeping with the essen­
tially ceremonial character of the office, the Constitution 
establishes that Parliament, and not the general electorate, 
elects the president. Nominees must demonstrate the sup­
port of at least 50 members of Parliament to become candi­
dates. To win in the first two rounds, a candidate must receive 
a qualified majority (or two-thirds of the total number of 
scats). In the third round, a simple majority of the repre­
sentatives present is sufficient. In the 2000 election, Parlia­
ment elected Ferenc Madi, a well-known professor of 
jurisprudence and a member of the conservative govern­
ment between 1990 and 1994, in the third round by a simple 
majority. The coalition parties supported his candidacy. T he 
opposition parties did not nominate candidates. 



Low voter turnout figures for national and municipal 
elections highlight a weakness in Hungary's democratic re­
gime-namely, an Jrguablc lack of popular support. This is 
evidenced by a number of independent cin.:umstances. Popular 
participation in the political process, for example, has remained 
relatively low by European standards, ranging from 55 to 68 
percent in the first round of national legislative elections and 
from 42 to 58 percent in the second round . Voter turnout 
for municipal elections has been even lower, ranging from 38 
to 45 percent. By comparison, no Western European coun­
try other than Switzerland (where local referenda decide most 
public issues) has a lower turnout in national legislative elec­
tions. In regional perspective, too, the nation's voter turnout 
rate is 19th among 26 former Communist and former Soviet 
countries, according to the International Institute for De­
mocracy and Electoral Assistance (IDEA). In a narrower re­
gional perspective, Hungary ranks 7'" out oflO Eastern and 
Central European countries. 

Another indicator of insufficient popular backing for 
the democratic regimes is the fact that membership in po­
litical parties is low. Even according to their own records, 
the aggregate membership in the six parties represented in 
Parliament docs not exceed 210,000, or less than 2.5 per­
cent of the adult population. Furthermore, party officials 
readily admit that only an insignificant proportion of that 
figure can be regarded as effectively taking part in intraparty 
political activities. Due to these facts, rank-and-file mem­
bers have little if any say in determining their party's gen­
eral direction, except during leadership contests. In most 
parties, central executive bodies, which comprise a small 
number of elected officials, make the important political 
decisions. By all accounts, active party membership has de­
clined since 1989. Currently there arc an estimated 70 to 
80 officially registered parties. This is an all-time low, com­
pared to the nearly 200 parties that existed in the early 1990s. 

These widely acknowledged phenomena suggest that 
the populace lacks strong trust in Hungary's new, and still 
fragile, democratic institutions. Thus, the country's politi­
cal stability is not vulnerable to detects in its institutional 
setting or to imminent threats against the entire constitu­
tional establishment. Instead, a major cause of concern is 
the fact that the existence of democratic processes is not 
substantiated by the actual participation of the citizenry, 
especially during intcrelcction periods. Since 1990, no single 
popular initiative has proved strong enough to significantly 
shape the nation's political agenda. 

1997 
1.25 

1998 
1.25 

Civil Society 
1999-2000 

1.25 
2001 
1.25 

2002 
1.25 

According to the Central Bureau of Statistics, there were 
61,907 registered nongovernmental organizations in Hun­
gary in 1999, 65,335 in 2000, and 67,151 in 2001. Ex-
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perts agree, though, that no more than 20,000 or 30,000 
of these actually carry out continuous activity. A 1998 
amendment to the law on nonprofit organizations created 
a special category for NGOs whose activity promotes the 
"public benefit." This status, which the Metropolitan Court 
in Budapest can grant after reviewing an organization's ap­
plication, guarantees NGOs special rights and obligations. 
An estimated 10,000 groups have the status ofa public ben­
efit organization. 

The number of major NGOs dealing with women's is­
sues does not exceed 15, and not all of these arc national 
organizJtions. Most ethnic groups have their own civic and 
cultural organizations, although many Jrc not financially 
viable and therefore cannot engage in costly activities such 
as bringing lawsuits against government agencies. Although 
there are no exact figures on the share of the population 
that participates in NGOs, estimates show that no more 
than 1 or 2 percent of the population engages in voluntary 
activity. Hungarian NGOs employ approximately 60,000 
paid staff members. All major Hungarian churches, many 
small grassroots religious groups, and international religious 
organizations (or their Hungarian branches) maintain con­
siderable networks for distributing goods to the needy. They 
typically focus their work on activities like helping the home­
less or maintaining telephone help services of various kinds. 

More than 60 percent of the Hungarian population 
claims to belong to one religious group or another. How­
ever, according to the U.S. State Department's 2001 Re­
port 011 International Rcligiom F1·eedom, independent 
surveys in the mid- l 990s "indicated that the population is 
not particularly devout. Only 15 percent of those surveyed 
considered themselves to be religiously active and closely 
followed the tenets of their church. The majority, 55 per­
cent, said they practiced religion in their own way or were 
nominally religious but not regularly active in their church." 

The Roman Catholic Church is by far Hungary's larg­
est and most influential religious formation . It enjoys the 
loyalty of approximately 70 percent of all persons who main­
tain religious ties. Traditionally, the largest Protestant church 
is the Calvinist Church, which claims the adherence of up 
to 21 percent. The Calvinist Church is especially strong in 
the eastern regions of the country. It is also the most politi­
cally active group and has strong tics with certain right­
wing groups and parties. 

The Catholic and Calvinist Churches, together with 
the other "historical churches" such as the Lutheran 
Church, the Unitarian (Anti-Trinitarian) Church, the 
Greek Orthodox Church, and the Jewish community, have 
certain privileges in gaining access to government support 
and public education. Newer religious groups-that is, 
mainly those that emerged after 1989, when religious life 
was freed from its previous constraints-enjoy fewer privi­
leges. Some of the latter, especially a Pentecostal group 
called the Congregation of Faith, have steadily increased 
in popularity over the last two decades, despite repression 
in the 1980s and politically inspired denunciations in the 
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1990s. The Congregation of faith now claims to be 
Hungary's fourth largest church. 

Hungary was the first post-Communist country to 
adopt a law regulating the activities of public interest NGOs. 
Organizations that receive this status must disclose their 
revenues on an annual basis. A special teaturc of the law is a 
provision that allows all taxpayers to donate 1 percent of 
their personal income tax payments to any public interest 
NGO they choose. The beneficiaries of these payments must 
disclose such donations. Although there is a core of experi­
enced trainers and practitioners who regularly organize 
courses in NGO management and fund-raising, the overall 
situation is still characterized by a lack of information and 
proper management. 

According to official estimations, no more than 5,000 
NGOs have an annual budget that exceeds 5,000,000 forints 
($18,000) and, therefore, can be considered financially vi­
able. Some of the better-trained and -organized NGOs re­
ceive funding from international organizations. These groups 
typically have well-defined agendas and focus on issues such 
as women or the environment that have greater interna­
tional appeal. Yet the overwhelming majority ofNGOs have 
to rely on their own resources or government funding. A 
program under which state property can be donated to non­
profit organizations has stirred some controversy, with crit­
ics charging that the current ruling coalition has favored 
organizations with which it has political ties. Such allega­
tions were made in connection with the previous govern­
ment as well. 

A variety of trade union associations has emerged in 
Hungary since 1989. Still, the post-Communist National 
Association of Hungarian Trade Unions is by far the most 
organized and has more members and vaster financial re­
sources than the newly formed unions. Estimates of the 
number of employers that belong to trade unions vary widely. 
According to union estimates, the number of organized 
workplaces is no fewer than 1.3 million, or 36.1 percent of 
the total workforce. The records of the Bureau of Revenues 
indicate, though, that only 775,000 employers (or 20 per­
cent) pay their members' union fees regularly. The propor­
tion of organized workers is significantly lower in the private 
sector, and trade unions are virtually nonexistent in compa­
nies with fewer than 10 employees. Companies of this size 
represent 1.1 million laborers, or about 30 percent of 
Hungary's workforce of 3.8 million. Interest groups that 
represent small businesses and farmers are large in number 
but little in consequence, not least because they arc plagued 
by internal divisions. 

Trade union politics are notably nonmilitant, in part 
because the core labor establishment still comprises former 
fellow-traveler union bosses whose political ties with the 
nation's new political elite (excluding the MSZP) are noto­
riously weak. Arguably, their capacity for mobilization is 
quite limited even among their own ranks. The lack of strong 
labor organizations might have mitigated the political con­
flicts accompanying the most painful phases of the country's 

political and economic transformation, yet this fact may turn 
out to be a problem in the future. Should a significant pro­
portion of the population grow frustrated in its long-term 
economic and social prospects, the absence of well-estab­
lished and effective institutionalized structures of worker 
action could lead to participation in more anarchic and vio­
lent forms of protest. 

A number of public policy research institutes, typically 
in the field of economic policy, emerged during the early 
years of transition . Some, including GK.I Ltd., Kopint­
Datorg Ltd. and Tarki Ltd., were able to secure their repu­
tations as reliable sources of information, often as a kind of 
external check on officially released data. On the whole, 
however, research institutes concentrate more on analysis 
and prediction than on policy proposals, and their influence 
on policy decisions is, in general, not clearly recognizable. 

In the early stages of transition from Communist rule, 
Hungary introduced the legal basis for a pluralist (mixed 
public and private) education system. Although recent data 
have indicated shifting preferences, the vast majority of stu­
dents still attend public educational institutions. It is esti­
mated that in the year 2000 around 130,000 children (or 
15 percent) under the age of 18 attended different private 
schools. Of these, 85,000 attended various church-based 
schools, and around 45,000 went to schools maintained by 
nonreligious private organizations. By comparison, in 1992 
only 23,000 children attended church-based schools, and 
around 5,000 were registered in parochial institutions. 

The primary and secondary levels of education are rela­
tively free from ideological propaganda, and teachers may 
select from a wide variety of authorized educational materi­
als. Ideologically inspired interventions by government au­
thorities are rare, and a case in 2001 was an exception rather 
than the rule. In this case, the Public Administration Bu­
reau of the city of Budapest, which supervises the operation 
of the school system, attempted to shut down a primary 
school that is run by a private foundation . The head of the 
Bureau alleged that the organization has ties with the Church 
of Scientology. 
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2.25 
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Hungary has a reasonably diverse market for print and elec­
tronic media. The primary sources of information on pub­
lic affairs are the various television news programs. According 
to recent data, the three most popular prime-time daily 
evening news broadcasts boast 2 .5 million to 3 million view­
ers on an average day. Public radio is also a major source of 
information, and its main news programs attract 1.5 mil­
lion to 2 million listeners. The four national daily political 
newspapers have a total circulation of around 350,000 cop­
ies, with considerable estimated overlaps in readership. These 



papers primarily provide infrmnation for the better-educated 
and wealthier segments of the population. 

The vast majority of Hungary's media are in private 
hands. More than 80 percent of print media and around 
70 percent of radio and television stations arc privately 
owned . There arc an estimated 220 commercial television 
stations and 30 radio stations in private hands. The mar­
ket-oriented restructuring of Hungary's media was accom­
panied by profound changes in the population's media 
consumption patterns. While in the early 1990s a relatively 
high proportion of the population read newspapers on a 
daily basis ( 400 to 500 per 1,000 adults), only 300 did so 
by the end of the decade. Moreover, as a result of signifi­
cant restructuring in the market for daily newspapers, tab­
loids and quasi tabloids gained significant ground at the 
expense of papers with high-quality political and cultural 
coverage. Likewise, when national television channels were 
privatized during the same period, entertainment maga­
zines largely replaced political and cultural programs. These 
changes may be said to reflect the larger underlying pro­
cess of disillusionment with democratic politics. 

Traditionally, the Bcrtelsmann-owncd Ncpszabadsag has 
enjoyed higher circulation (approximately 210,000 copies) 
than any other daily. Recently, however, the paper has taken 
second place to Mctm, a free quasi tabloid that was founded 
less than two )'Cars ago and already enjoys a daily circula­
tion of 240,000. Incidentally, Ncpszabadsag is expected to 
change hands soon, because Hungarian regulations do not 
allow companies to own more than a 25 percent stake in 
both a national daily and a national television station. 
Bcrtelsmann's share in RTL-KLUB television (see below) 
exceeds that amount. The Swiss organization Ringier is ex­
pected to buy Ncpszabadsag. Should this happen, it might 
foreshadow further realignments in the print media mar­
ket, since Ringicr owns another national daily newspaper, 
Magym· Hfrlap. 

After the merger in 2000 of the right-leaning newspa­
pers Napi Magyarorszag and Magym· Ncmzct, only four 
nationally circulated political dailies, including Nepszabadsag, 
remained. Analysts generally agree, though, that the Hun­
garian market is not strong enough to sustain four political 
dailies. Similar tendencies have been observed in the tab­
loid market as well . In 2001, for example, Blikk and Mai 
Nap, the two tabloids with the highest circulation, merged. 
So far, though, the transaction has failed to deliver expected 
increases in sales. 

Hungary has five national television channels, three of 
which are state owned. The two private channels, TV2 (owned 
by a Hungarian-American-Scandinavian consortium) and 
RTL-KLUB (an affiliate of the Belgian-French RTL-UFA), 
enjoy 85 percent of total viewership and advertising. Since 
privatization of the television market began only a few years 
ago, it is difficult to estimate the financial viability of these 
stations. Nevertheless, observers tend to agree that TV2 and 
RTL-KLUB will be profitable in the long run. 

Privately run media in Hungary are, for the most part, 
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editorially independent. It is true, though, that government 
agencies and party leaders have attempted at times to influ -
ence editorial decisions. For example, Parliament passed a 
piece of legislation in May 2001 that opponents believed 
would make serious impositions on editorial freedom. The 
bill, named Lex Rcpassy ati:er its sponsor Robert Repassy, 
effectively stated that if a news organization publishes an 
opinion that someone considers unfavorable to him or her, 
it may be legally obliged to publish that person's response 
as a form of correction. In December, the Constitutional 
Court declared the law void in its present form . As one 
news report noted, the court "concluded that the legisla­
tion would excessively limit freedom of the press and ex­
pression by introducing the right of response without the 
restrictions applied in international practice." 

Specifically, paragraphs 9 to 11 of the court's ruling 
upheld the principle of having opposing opinions obliga­
torily published, but claimed that the contested bill lacks 
sufficient specificity and thus is contrary to the rule oflaw. 
This implies that with sufficient specification, the bill could 
pass the test of constitutional review. A representative of 
the MSZP called the ruling "a red-letter day in the history 
of Hungarian press freedom ." Repassy, however, believed 
the court's decision still "recognized ... thc right of reply 
as an important means of protecting the personal rights of 
the individual." He stated his intention to modif)1 and re­
submit the bill. 

The situation is fundamentally different in the statc­
owned media sector. The 1996 law that regulates public 
television and radio channels sought to attain a reasonable 
degree of non partisanship by establishing a board of trust­
ees for each channel. Each board has an eight-member pre­
sidium (or standing committee) with a four-year mandate. 
Half of each presidium's members arc nominated by the 
ruling parties and the other half by opposition parties. 

In 1998, shortly after the current government came to 
power, the presidium for Hungarian Television was dis­
solved. This action followed a series of contentious and failed 
attempts to elect the chairman of the institution. The new 
governing parties named their four representatives to the 
presidiums and noted that under the law the opposition 
parties could not enjoy representation on the presidium until 
they agreed on their appointments to the remaining four 
slots. However, this task proved impossible when the far­
right MIEP, which has only 14 seats in Parliament, de­
manded two out of the four slots. The MSZP and the 
SZDSZ, with a total of 158 seats in Parliament, strongly 
disagreed. Thus, since the opposition parties failed to agree 
on their appointments, the presidium was formed solely with 
the four persons whom the governing parties selected. 

Leaders of the opposition claimed, on the other hand, 
that the law allows for unilaterally forming the presidia only 
if opposition parries have failed to nominate candidates. They 
believe, also citing the law, that reaching agreement is not a 
prerequisite of having representation on the presidia. That 
is, the law does not specify that lack of agreement on either 
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side i~ ~ufficient ground for unilaterally forming the 
presidential bodies. 

In di!>cussing the controversy over the presidia, it is im­
portant to note that some observe~ of Hungary have sug­
gested that the problem is with the law itself. The East 
European Constitutional Review, for example, has described 
the law as "faulty", containing "legal loopholes" that rnn be 
exploited for political advantage. Specifically, the law states 
that "halfof the members eligible to be elected into the Board 
of Trustees shall be nominated by the governing Parliamen­
tary factions, the other half by the opposing factiom in such 
a manner that at lca.~t one member nominated by all factions 
shall be elected .. . The Presidential Body of the Board of 
Trustees is formed when all of its members arc elected. How­
ever, the fact that the governing or the opposition parties do 
not nominate a member, shall not hinder the formation of 
the Presidential Body of the Board of Trustees." 

In 1999, the Constitutional Court issued a ruling on 
the law, which stated that "[ w ]ithout any doubt, it is an 
infringement of a rule protecting fundamental constitutional 
rights if either the government or the opposition is over­
represented in the presidia ... and thus may gain decisive in­
fluence" ( paragraph 4 and paragraph 7.3). However, it 
also ruled that "unilaterally forming the presidia is, from a 
constitutional perspective, a 'lesser danger' for the freedom 
of opinion than it~ in the absence of presidia, the boards of 
trustees of public media cannot function at all" (paragraph 
7.3). For practical purposes, the court's ruling upheld the 
current situation but recognized the concerns of the oppo­
sition parties. 

This process was essentially repeated in early 2000, when 
the mandates of the presidia overseeing national public ra­
dio and Duna 1V (a state-owned satellite channel) expired. 
As a result, the three presidia of the boards of trustees for 
state television and radio are currently controlled by repre­
sentatives of the governing parties. Consequently, it is now 
widely argued that there is general bias in the media's cov­
erage of political events and a lack of monitoring of the 
executive's activities in the national public media. Accord­
ing to the National Radio and Television Board, an organi­
zation that supervises the programs and activities of public 
and commercial broadcasting stations, appearances by poli­
ticians belonging to the ruling coalition parties outnum­
bered opposition voices by four or five to one during the 
first few months of2001. In particular, the board has pointed 
out that certain public television and radio programs ex­
plicitly promote the ruling coalition's political agenda. 

The Hungarian press has uncovered illicit state activi­
ties, but transparency remains a problem. Difficulties asso­
ciated with a vague freedom of information act, Law No. 
63/1992, also play a role. It is common practice among 
the ranks of government officials and even members of the 
cabinet, for example, to refuse to respond to inquiries about 
government activities. In previous years, the parliamentary 
commissioner for data protection and freedom of informa­
tion tried in vain to persuade the cabinet to make the pro-

ceedings of its regular sessions accessible. In a recent case, 
the cabinet refused for months to answer questions about 
the use of public fonds to disseminate information about 
cabinet activities. The opposition considers this informa­
tion partisan propaganda. 

Hungary has established the necessary environment in 
which a free press can function . The Constitutional Court 
ruled in 1994 that Article 232 of the criminal code, which 
deals with libel, was unconstitutional because the public's 
right to criticize government officials or other politicians 
must be protected to a much greater extent than its right to 
criticize private citizens. This decision essentially ruled out 
the possibility that libel laws could be used to harass jour­
nalists who criticize government officials. Furthermore, in 
2000 the Constitutional Court struck down a criminal pro­
hibition against deliberately spreading panic that was used 
occasionally against journalists. In the same year, the Court 
upheld prohibitions against desecrating national symbols and 
displaying authoritarian symbols-a move that some viewed 
as a retreat from an earlier decision to overturn a law against 
"inciting [persons] to hatred against ethnic or other com· 
munities." In this case, the Court had ruled that "the law 
must secure the right to free speech regardless of its value­
or truth-content." 

On the whole, the Constitutional Court has remained 
consistent in its robust interpretation of the freedom of ex­
pression. However, lower-level courts are occasionally more 
lenient with government officials who try to take legal ac­
tion against journalists. Likewise, since the Constitutional 
Court is not an appeals court, the concrete legal practice is 
generally less favorable toward press freedom. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
1. 75 1. 75 2.50 3.00 3.00 

Hungary has a parliamentary system of government in which 
the legislature is the only rule-making institution. The gov­
ernment may introduce lower-level provisions within a lim­
ited range, provided they do not contradict acts of 
Parliament. Parliamentary sessions provide the main stage 
for debates between the government and the opposition. 
Governing is essentially based on a majority of the coalition 
parties within the legislative assembly. Deputies who repre­
sent parties in the governing coalition support the course 
urged by their leaders and rarely if ever vote against the 
instructions of the government. Therefore, the system of 
checks and balances between the legislative and the execu­
tive branches, and especially the opposition's right toques­
tion the government's activities, gains special significance. 
Typically, the legislature exercises its control over the ex­
ecutive not by voting against bills that the executive has 
proposed, but by engaging in public discussions. 

One of the most important guarantees against any abuse 



of the power executive branch is che Conscicucion itself, 
which may be amended or modified only by a two-thirds 
majority vote of the legislature. Modification of che laws 
concerning fundamemal human rights and basic democratic 
institutions requires wide consensus. furthermore, Act No. 
46, which Parliament adopted in 1994, details the rights of 
members of Parliament vis-a-vis the executive branch. I c 
specifics that members of the governmem muse answer 
imerpellations and questions posed by members of Parlia­
ment during at lease one plenary session per week. The ace 
,1lso stares that, upon the iniciacive of ac leaM 20 percem of 
all represemativcs, Parliamenc must est.1blish special com· 
mictees to investigate the dealings ofany governmem agency 
in any field of activity. These rules aim co ensure the ability 
of even a relacivcly small minorit)' of represemath•es in the 
legislative assembly to draw public accentiun to i~sues ic 
deems important and co uncover government accivicies char 
it bclievcl> arc contrary co chc nacion•ll interest. In recenc 
years, these rules have been instrumental in ensuring trans­
parency and accountability. 

Over the last three years, however, there has been a shift 
in the balance of power between the legislative and the ex­
ecutive branches of government. The shift concerns the gen­
eral deliberative fi.mccion of the legislature as well as che more 
specific problem ufad hoc investigational committees. In early 
1999, representatives of che coalition parties decided that 
plenary parliamentary sessions should be held not every week 
but only every third week. As a resulc, the total annual mun­
ber of plenary sessions has declined considerably. 

The government's justification for the change was that 
since the legislature has liccle or no legislative staff, it would 
be more efficient to hold sessions every three weeks. How­
ever, it should be noted in this regard char Parliament's 
operatirnul costs have continued co increase, despite the 
introduction of the three-week system. Thus, citing bud­
getary constraints on legislative staff could be seen as disin­
genuous. Another argument char is more often made in 
support of the three-week system is that representatives 
might attend to the concerns of their respective electoral 
districts in the intervening weeks. In fact, only 176 out of 
386 repre.~entatives are elected in individual districts. Thus, 
one might argue char chc other 210 representatives have 
little to attend to in the in the interim period. 

To be sure, certain evidence suggests that despite the 
three-week system the productivity of the legislature has 
shown no dramatic decrease. The number of interpellations 
has remained largely unchanged, with 804 in the period 
between 1994 and 1998 and 696 in the period between 
1998 and 2001. In addition, in the period between 1999 
and 200l, Parliament passed 211 new bills and 268 resolu­
tions. Of the 211 new bills, the ratification of international 
treaties, requiring no extended discussion, ,1mounted to 134 
in the period. In a comparable period with the I -week sys­
tem, between 1995 and 1997, Parliament passed 229 new 
bills and 374 resolutions. Of the 229 new bills, che ratifica­
tion of international treaties amounted to 91. Thus, the 
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legislature passed 138 new domestic bills between 1995 and 
1997, and 77 new domestic bills between 1999 and 2001. 
Although these figures might suggest a slight reduction in 
the legislature's productivity, ic must be noted that the fir~t 
kw years of the transition period represented an extraordi­
nary demand for new legislation in all areas oflitt: . The slight 
reduction in the level of new legislacion proposed may then 
represenc che decreasing pressure to produce new bills in 
general. 

However, other evidence suggests that the kgislatun.:'s 
oversight capacity has been diminished as a resulc of the 
three-week system. for much ofche past decade, the num­
ber of plenary ses~ions in non-election years ranged from 
91 to 98. Ati:er the introduction of the three-week policy, 
the numbers tt:ll co 66 in 1999 and tu 69 m 2000. In the 
first part of2001, there were only 35 sessions. The number 
of weeks during which plenary sessions cake place declined 
from an average of 40 in che early 1990s to a mere 16 in 
1999 and 17 in 2000. This essentially means that the legis­
lature was deprived of che right to pose questions tu repre­
sentatives ofche executive branch during 36 and 35 weeks, 
respectively, of the year. As a result, che number of so-called 
immediate questions dropped from a total ofl ,276 between 
1994 and l998 to a mere 508 between 1998 and 2001. 
This aspect of the legislature's work is meant to impose 
external constraints on the executive by creating a scene of 
continuously discussing the activities of the executive. The 
rights granted to the opposition such as posing questions 
regularly or staging parliamentary investigations is crucial 
for the proper functioning of the legislature and the fulfill­
ment of its role as a check on executive power. 

A similar tendency may be observed in the executive's 
attitude toward special investigatory committees. In the 
past, committees hke these were a major fon:e in publiciz­
ing and uncovering unlawful government actions. Even 
though investigations did not always result in criminal pro­
ceedings, the lengthy and extensively covered hearings of 
these bodies played an important role in drawing public 
attention tu illicit activities. The well-publicized meetings 
of one such committee in 1996 and 1997 were widely seen 
as having been instrumental in che fall of the previous coa­
lition . The parliamentary minority's right to such investi­
gations is safeguarded by the provision that special 
committees must be established at the written proposal of 
at least 78 representatives. 

By contrast, since the 1998 legislative elections, oppo­
sition parties have made nearly 20 requests for investiga­
tions of a variety of cases, with none resulting in the creation 
of a special committee. Rather, representatives of the coali­
tion parties have either voted against the creation of such 
investigative bodies or tried to alter the proposed agenda of 
the committees. However, current regulations do not per­
mit these actions. Most recently, the parliamentary major­
ity rejected two separate calls by opposition parties to 
establish probes into alleged corruption cases that could 
have had direct links to the prime minister's family. Jozsef 
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KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 1,040.0 1,332.8 1,429.5 1,452.3 1,127.2 1,229.5 1,504.8 

Real GDP growth(% change) -8.2 0.5 1.7 -1.9 2.7 9.6 10.0 

Inflation rate 176.3 39.1 17.4 7.3 8.3 13.2 8.6 

Exports($ millions) 5,440.0 6,292.0 6,899.0 5,871.0 5,989.0 9,615.0 10,500.0 

Imports($ millions) 5,326.0 6,627.0 7,176.0 6,672.0 5,645.0 6,850.0 8,200.0 

Foreign Direct Investment($ millions) 964.0 1,137.0 1,320.0 1,136.0 1,584.0 1,244.0 2,000.0 

Unemployment rate 13.0 8.6 7.3 6.6 6.3 12.2 11.0 

Life Expectancy (years) 64.9 64.1 64.5 64.6 65.5 65.5 66.0 



INTRODUCTION 

I n his early years in office, President Nursultan 
Nazarbaycv achieved impressive success in portraying 
resource-rich Kazakhstan as a stable multicthnic state, 

well geared to introduce reforms and attract foreign invest­
ment under his enlightened leadership. By the end of his 
first decade in office, Nazarbaycv had squandered most of 
his carefully cultivated reform credentials and found him­
self personally implicated in international media reports 
about high-kvcl corruption in the country's oil and gas sec­
tor. 

Since Kazakhstan adopted a new Constitution in a na­
tionwide retCrendum in 1995, Nazarbayev, along with his 
close family members, has taken control of most strategic 
resources and distribution networks. The country's oil and 
mining sectors, pipeline and transportation networks, secu­
rity services, and national media remain under the control 
of close family members. The 1996 takeover by the 
president's eldest daughter, Dariga Nazarbayeva, of the 
newly privatized Khabar news agency, turned out to be a 
severe blow to press freedom. The rapid rise ofNazarbayeva's 
husband, Rakhat Aliev, from an influential head of Almaty's 
taxation department in 1999 to deputy head of the national 
security service in 2001, appeared to confirm widespread 
speculation that Alicv was preparing to assume the leader­
ship mantle from his father-in-law. 

Moreover, a law enacted by the rubber-stamp Parlia­
ment in June 2000 gave Nazarbayev life-long immunity from 
prosecution, potentially allowing him to wield control over 
future presidents and governments. The law can be seen as 
an effort by the 62-year old president to safeguard himself 
from a potential battle for succession between his two sons­
in-law. Timur Kulibaev, Nazarbayev's other son-in-law, is 
the head of the pipeline company Oil and Gas Transport, 
which oversees the marketing, transportation, and sale of 
hydrocarbon reserves. Before a recent restructuring, the 
company was known as Kazakhtransoil. 

The Nazarbayev regime created a crisis in November 
200 l when it dismissed several prominent reformers and 
technocrats known as the Young Turks . These young re­
formers, who had joined in the criticism voiced by a par­
liamentary deputy of Rakhat Aliev's hold over the national 
media, included Alikhan Baimenov, the minister of labor 
and social protection; Zhanat Ertilesova, the deputy min­
ister of defense; Oraz Zhandosov, the deputy premier; and 
Ghalymzhan Zhakiyanov, the head of Pavlodar Oblast. The 
only reasons given for the ouster of the Young Turks were 
references by Prime Minister Kassymzhomart Tokaev to 
"at least two assassination attempts" on the life of Presi­
dent Nazarbayev and the need to "reconstitute the entire 
cabinet." 

The Young Turks, who advocate greater economic lib­
eralization and decentralization formed a party in 2001 called 
Democratic Choice of Kazakhstan. Nazarbayev's orchestra-
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tion of the political crisis through two of his trusted hench­
men, Prime Minister Tokae\' and Marat Tazhin, the head of 
the national security service, was reminiscent of the Soviet 
method of dealing with dissent. Tazhin dismissed Aliev from 
his post as deputy prime minister to prevent further debate 
on reforms, only to see him appointed as deputy commander 
of the president's personal guard. 

Despite these political troubles, Kazakhstan has enjoyed 
sustained economic growth and increased macroeconomic 
stability. The country has begun accruing revenues from its 
rich oil resources and has visions of greater prosperity on 
the basis of the discovery of what may be the world's larg­
est oil reserves in the Karachaganak fields . Kazakhstan has 
outpaced most other post-Soviet states in gross domestic 
product (GDP) growth as well as in controlling inflation, 
increasing national savings, and providing decent wages. The 
impressive macroeconomic indicators of growth and stabil­
ity, however, have been accompanied by reports of high­
level corruption, particularly in the oil and gas sectors. 
Moreover, the government has yet to complement its eco­
nomic reform measures, including privatization of the oil 
and gas sectors, with political reforms. 

As Western governments and the Swiss Central Bank 
continue to investigate corruption allegations implicating 
the president, as well as Nurlan Balgimbaev, a former prime 
minister and head of the state-owned company Kazakhoil, 
Nazarbayev has found himself on the losing end ofa propa­
ganda war waged in the international arena by a coalition of 
opposition forces. Former premier Akezhan Kazhegeldin, 
who has been living in exile in the West since he fled 
Kazakhstan in 1997, fearing persecution, leads this coali­
tion. The government made some headway in restoring its 
international image by pledging to "do all within its means" 
to help the U.S.-led international antiterrorism coalition. 
Kazakhstan and the United States concluded a long-term 
strategic partnership following Nazarbayev's visit to Wash­
ington in December 2001. 

DEMOCRATIZATION 

1997 
5.50 

1998 
5.50 

Political Process 
1999-2000 2001 

6.00 6.25 
2002 
6.25 

Kazakhstan's current Constitution, in effect since 1995, 
provides for a French-style system that combines strong 
presidential authority with a republican form of government. 
Through presidential decrees and numerous constitutional 
amendments rushed through the subservient Parliament, 
Nazarbaycv has tinkered with the political system to give 
himself an unlimited mandate. There is no legal or institu­
tional barrier to Nazarbayev becoming president for life 
because term limits and a mandatory retirement age for the 
president have been lifted . Moreover, the law grants 
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cially recognized national-cultural centers, with the presi­
dent, who also serves as the assembly's chairman, nomi­
nating the remaining members. These include academics, 
artists, writers, and social activists who represent various 
nationalities. The assembly lacks juridical power or a rep­
resentative base and instead serves as an instrument to co­
opt leading ethnic figures into the existing political system. 
Its members arc encouraged to engage in "cultural" or 
"ethnographic" activities while steering clear of politics. 

1997 
5.25 

1998 
5.00 

Civil Society 
1999-2000 

5.00 
2001 
5.00 

2002 
5.50 

Nazarbayev has sought to co-opt political parties and 
NGOs into his program for the "democratization of so­
ciety" and the "creation of the rule of law," both of which 
are enshrined in Kazakhstan 2030, the official vision of 
Kazakhstan's plan for reform by the year 2030. How­
ever, the closure of nearly all independent media, tight­
ened censorship, strict governmental regulation of the 
civic sphere, and pervasive citizen apathy present serious 
obstacles to efforts at fostering civic activism and insti­
tuting a rule of law. 

Kazakhstan's Law on Public Associations, in force since 
1998, contains severe restrictions on freedom of assembly. 
The requirement that groups must obtain advance permis­
sion from the authorities to hold a public rally negates the 
constitutional right to freedom of assembly. Participation 
in an "unsanctioned" rally or meeting can lead to arrest and 
later conviction and a fine. Persons convicted and fined in a 
court oflaw arc ineligible to occupy a public post or contest 
elections. Article 337 of the criminal code also provides stiff 
penalties for participation in an unregistered public associa­
tion. Overall, surveillance by interior ministry forces, legal 
restrictions, and harsh penalties make it extremely difficult 
to organize any spontaneous public action. Any form of 
ethnic organization, as well as opposition activism, is espe­
cially castigated. 

The Constitution authorizes ethnic groups to form of­
ficial national cultural centers committed to protecting their 
cultural heritage. These centers are encouraged, and ex­
pected, to solicit support from their "kin" states for the 
cultural and material advancement of their respective groups. 
At the same time, the Constitution prohibits the formation 
of public associations or political parties that have ethnic, 
religious, or nationalist identities. The German and Korean 
centers have significantly benefited from material support 
from their kin states, as well as from individual ethnic spon­
sors. Germany has oftered extensive help to enable the 
shrinking German community, which has about 300,000 
members now compared to 930,000 in 1989, to remain in 
Kazakhstan. Similarly, South Korea has oftered funds to help 
ethnic Koreans learn Korean and English, as well as other 

subjects that will help them compete in a market economy. 
However, most other ethnic center5 remain dependent on 
state support, which is modest. 

The lack ofwhcsivcncss among Russians and their geo­
graphic dispersion make it impossible for any single national­
cultural center to represent their interests. Lad, the 
movement of Slavic unity and perhaps the most active Slavic 
organization in the country, is ineligible for the status of a 
"national-cultural" center because it docs not claim to be a 
national organization representing a single nationality. In­
stead the authorities have recognized separate Ukrainian 
and Belarusan national-cultural organizations and encour­
aged their formal secession from Lad. A law requiring these 
centers to be registered with the Ministry of Justice serves 
as an important screening mechanism. Numerous Russian 
and Cossack groups in the northeast regions have come 
under especially tight surveillance. Groups championing the 
rights of ethnic Uighurs have also faced obstacles and preju­
dice because of a widespread perception among officials that 
many Uighurs are either separatists or terrorists. 

The Constitution guarantees freedom of religion and 
proclaims Kazakhstan to be a secular state. Muslims make 
up 60 percent of the population; Russian Orthodox, about 
32 percent; and Protestants, 2 percent. The remaining six 
percent consists of Catholics, Jews, and others. A report by 
the State Council of Religious Associations noted that there 
are 1,150 Islamic and 229 Russian Orthodox congregations 
in the country. In an attempt to curb foreign missionary 
activity and restrict militant Islamic groups, the April 2001 
draft Law on Religious Freedom proposed banning "ex­
tremist religious groups" and making it mandatory for mis­
sionaries to register with the government. It also called for 
a ban on "unauthorized proselytizing activities" and the 
conferral of authority on the Ministry of Justice to deter­
mine "extremist" activities-a power against which citizens 
would find it difficult to seek redress. 

In contrast to its clampdown on ethnic activism, the 
government has generally refrained from interfering with 
NGO activities. Counterpart Consortium figures indicate 
that as of October 2000, 814 out of the 3,050 registered 
NGOs were fully functioning. The United States Agency 
for International Development (USAID) has been actively 
involved in training NGOs to advocate their causes to the 
government. A joint NGO-parliamentary working group is 
drafting new NGO legislation. USA.ID has trained more 
than 600 government leaders and professionals to imple­
ment political and economic reforms; 45 percent of them 
are women. The agency has focused in particular on elec­
toral reforms by providing training through NGOs to local 
election observers. The Soros Foundation provides small 
grants to NGOs to hold hearings and conduct other activi­
ties. NGOs produce 35 newsletters and have 7 major asso­
ciations. Some of the more experienced organizations, 
including the Counterpart Consortium, the Feminist 
League, and the Initiative for Social Action and Renewal in 
Eurasia, serve as umbrella groups for newer NGOs. 



As with political parties and public organizations, NGOs 
mu1>t rcgi1>tt::r with the Ministry of Justice. Groups that fo ­
cus on social welfare issues tend to face relatively little gov­
ernmental prcsMtre, while those that work on ethnic issuc1> 
and human rights face obstacles in obtaining registration 
and maintaining their legal status. Some positive signs of a 
growing mutual dialogue and partnership between the gov­
ernment and NGOs are emerging. In a poll of government 
officials in five cities conducted by the Association of Social 
and Political Scientists, 4 l .5 percent of respondents recog­
nized the need for the government to "collaborate" with 
NGOs. 

NGOs largely depend on external funding, mainly from 
the West . Domestic political and financial pressures under­
standably push NGOs to obtain international assistance and 
protection. However, given that international aid is on the 
decline, their sustainability is a particularly serious issue. 

Negative attitudes toward NGO activities arc still com­
mon, in part because a good number of organizations came 
into being in order to tap into funding opportunities cre­
ated by international development programs. Many lack 
internal accountability and arc primarily networks offriends 
and families with limited organizational capacity. The ma­
jority of grants to NGOs arc for specific projects that reflect 
the priorities of development agencies rather than local ini­
tiatives. This has led some opportunistic individuals to cre­
ate NGOs simply to make a profit. However, the more 
successful NGOs, particularly in the health and education 
sectors, arc slowly altering official as well as popular per­
ceptions of their roles. 

Another problem is that NGOs have tended to cluster 
around the former capital, Almaty, and the southern re­
gions. Almost half of all NGOs arc concentrated in the 
Almaty oblast, and an overwhelming proportion of these 
are in Almaty itself. Meanwhile, the more remote and needy 
regions, particularly in central and northeastern Kazakhstan, 
have few NGOs. 

Obstacles to NGO activities tend to be informal rather 
than legal. A common government control mechanism is 
the creation of state-sponsored "independent" organizations 
that get favorable treatment in receiving their registration 
and obtaining funds . Meanwhile, genuinely independent 
groups are subjected to bureaucratic, financial , and judicial 
pressure . The government-supported NGOs also compete 
for international aid . A typical example is the children's 
health and charity fund Bobek, which is headed by Sara 
Nazarbayeva. Serving as an umbrella organization, Bobek 
sponsors smaller NGOs and funnels international aid to 
them. 

NGOs that promote women's issues have been quite 
effective. The Women's Network ofAJmaty, a women's sup­
port group set up in 1998, established the country's first 
women's political party, the Political Alliance of Women's 
Organizations, to contest the 1999 elections. The 
Kazakhstan Businesswomen 's Association has demanded 
equal representation for women in Parliament and other 
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political organs. It h<lS also set up a Women's Political Lead­
ership project that ofters seminars in I 3 major cities to train 
female NGO leaders, businesswomen, and politicians. 

Financial pressures lead many NGOs to seek tax breaks, 
and this in turn encourages group to seek patronage from 
the regime so that they can work without fear of being au· 
dited . The government often uses tax audits to put disfa­
vored NGOs or businesses out of operation. As a result, 
NGOs ofi:en cultivate informal patronage networks within 
the regime so that they can work without harassment. 

following lobbying efforts by the International Center 
for Not-for-Profit Law, Kazakhstan introduced the most 
progressive NGO taxation regime in Central Asia. NGOs 
receiving grant money from international organizations, and 
the donors themselves, are no longer obliged to pay taxes 
on such contributions . Before January 2000, when the 
amended tax code came into effect, grants were considered 
income and therefore subject to taxation. Similarly, NGOs 
that engage in business activities to supplement their in­
come receive tax breaks. 

Independent trade unions are needed to improve labor 
relations and safeguard worker's rights. The closure of vari­
ous industrial enterprises and mining sites because of a lack 
of finance and equipment has led to nonpayment of wages 
and the collapse of the social welfare system. Claiming some 
four million members, the state-sponsored Association of 
Trade Unions (ATU) remains the largest organization in 
terms of formal membership. Independent unions have 
steadily challenged the dominant status of the ATU, a suc­
cessor to the Soviet-era General Council of Trade Unions. 
The Confederation of Independent Trade Unions, sup­
ported by the Human Rights Bureau and numerous other 
nonprofit organizations, has set up grassroots organizations 
across the country and claims 250,000 members. It is the 
first Soviet-era union in the former empire to gain mem­
bership in the World Labor Confederation. 
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5.25 
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5.50 

1999-2000 
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6.00 

2002 
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Independent media outlets have found it impossible to sur­
vive ever since Dariga Nazarbayeva and Rakhat AJiev be­
came the owners of Khabar, the privatized former state 
news agency. The couple wields control over major news­
papers and broadcast channels through auxiliary compa­
nies that have majority stakes in these nominally privatized 
media. Among the prominent print and broadcast media 
owned or controlled by Nazarbaycva and AJiev are the 
newspapers V1·emya, Kara1•an, No11oe Pokolenic, Awumenty 
I Fakt;•, and Komsomolskaya Gazeta and the television 
channels Khabar and KTK. The Russian -language 
Kazakhstanskaya P1·avda and the Kazakh-language Egemen 
Kazakstan arc the main state-supported newspapers. 
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Nazarbayev's practice of appointing the akims i~ geared 
toward preventing them from developing independent sup­
port bases in the regions. It has thus led to a high rate of 
turnover in regional leadership. The average tenure of an 
akim is less than one-and-a-half year~. 

Kazakhstan introduced elections for some local admin­
istrative positions in October 2001. However, the OSCE's 
Office fr>r Democratic Institutions and Human Rights noted 
that the voting procedures in the elections for regional ad· 
ministrators in Kazakhstan's 14 oblasts were flawed and that 
the balloting did not meet international standards. The 
Kazakh Central Election Commission rejected the OSCE's 
criticism as "superficial." A survey by an independent re­
search institute headed by the sociologist Sabit Zhusupov 
noted that the office of the akim is one of the "least re­
formed" of all administrative positions. 

The central government determines taxation rates and 
budget regulations. As such, regional heads do not have 
the formal authority to generate their own revenue from 
local taxation. In practice, however, they exercise de facto 
control over these matters. The relationships between 
Nazarbayev and individual regional heads largely retlect 
personal connections and patronage. Akims in the regions 
that have attracted the most foreign investment, such as 
West Kazakhstan, have exercised considerable control over 
budgetary matters and have even extracted significant con­
tributions from foreign investors for various "social and 
welfare projects" in their regional budgets. 

Kazakhstan has taken some preliminary steps toward 
introducing a career civil service system. The Civil Service 
Agency, created to manage the implementation of the 1999 
civil service law, plays a leading role in implementing ad­
ministrative reform and downsizing ministries that have tra­
ditionally controlled recruitment, promotion, and dismissal 
procedures. USAID and TACIS, the EU's technical assis­
tance program, have offered assistance in developing train­
ing programs for civil servants and implementing a system 
of job descriptions and classifications. 

RULE OF LAW 
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Neither the Constitution nor the Kazakhstan 2030 strategic 
development plan contains any explicit references to the rule 
of law. Kazakhstan's judicial system came under the severe 
scrutiny of international observers during the 2001 trial in 
absentia of Kazhegddin. He had been accused of numerous 
politically motivated charges such as acceptance of bribes, 
non-payment of taxes, misuse of authority as prime minister, 
and possession of illegal weapons. Kazakh diplomats went so 

far as to attempt to subpoena Kazhegcldin during a July 2001 
hearing before the U.S. Congress on human rights condi­
tions in Central Asia. In addition, the media published a sum­
mons requiring Kazhegcldin to return to Kazakhstan to face 
trial. The regime's persistent efforts to secure his return and 
to confiscate his allegedly ill-gained financial assets have proved 
futile and counterproductive. 

In characteristic Soviet fashion, the authorities induced 
so-called witnesses to testify against Kazhegeldin. In their 
testimony, many of these individuals confessed to crimes 
that they might not have committed but for which they 
could be tried on the basis of their own false testimonies. In 
addition, a special law amended Article 284 of the criminal 
procedure code in March 2001 to allow the trial to be held 
in absentia. Supreme Court Justice Bektas Beknazarov pro­
nounced Kazhegeldin guilty on all counts, sentenced him 
to ten years imprisonment, ordered full confiscation of his 
property, and fined him $11 million as "compensation for 
the harm caused by his illegal activities while serving as 
Kazakhstan's Prime Minister." 

Before the Kazhegeldin trial, which exposed the subor­
dination of the judicial system and rule of law to the re­
gime, Nazarbayev himselfunleashed a scathing attack in June 
2001 on the judiciary for committing errors, causing de­
lays, and being incompetent. He deemed existing judicial 
reforms a "failure" and said that further changes to the in­
ternal structure of the judiciary were more urgent than guar­
antees of its independence. The executive has continued to 
tamper with the structure and composition of the judiciary 
without creating any constitutional provisions to sateguard 
its independence. 

Corruption is endemic in the judiciary. Bribes, rather 
than appeals to higher courts, ordinarily settle cases. Poorly 
paid judges supplement their incomes by soliciting bribes 
and favors. Entrance into the legal profession is highly cov­
eted, and anecdotal reports suggest that faculties at the most 
prestigious universities routinely demand from prospective 
law students bribes ranging from $10,000 to $20,000. The 
American Bar Association has estimatc;.d that 80 percent of 
Kazakhstan's lawyers are state employed; however, the num­
ber of lawyers who are either self-employed or work with 
foreign companies is growing rapidly. The two main asso­
ciations of independent lawyers are the Association of Law­
yers of Kazakhstan and Legal Development of Kazakhstan, 
both based in Almaty. 

The 1997 criminal code retains many of the features of 
the Soviet-era code on which it is based. It prohibits au­
thorities from detaining individuals for more than 72 hours 
without charge. With the approval of a prosecutor, a per­
son may be held for up to ten additional days. In practice, 
police routinely hold detainees for months without bring­
ing charges against them. Although in some cases the charges 
are politically motivated, most detainees have been arrested 
for petty crimes. 

The criminal code is subject to interpretation by the 
executive, particularly by officials in the Ministry of Inter-



nal Affairs. Local police arc generally unaware of changes in 
legislation and simply execute orders received from above. 
There is no legislation punishing torture by police. The 
Ministry of Interior Affairs is responsible for conducting 
inquiries into allegations of torture, but its own officials 
have a widespread reputation fi:>r using torture. Human 
rights advocates have urged that the prosecutor's office, 
rather th.rn the Ministry of Interior Affairs, should conduct 
investigations into allegations of torture. 

According to Kazakhstan's International Bureau of 
Human Rights and Rule of Law, Kazakhstan ranks among 
the top six or seven countries in the world in the per capita 
use of the death penalty. The Bureau has convinced the 
government to introduce a two-year moratorium on capital 
punishment. It estimates that seven out of every 1,000 citi­
zens are prisoners. 

Kazakhstan's Constin1tion guarantees human rights but 
does not spell out mechanisms for safeguarding them. It 
promises citizens equal rights regardless of race, ethnicity, 
or religion. The status of Kazakh as the sole state language 
has resulted in ethnic Kazakhs receiving preferential treat­
ment in government employment and education. This has 
affirmed a widespread belief among non-Kazakhs that they 
are essentially second-class citizens. The elevated status of 
the Kazakh language has led several schools and universities 
to switch to Kazakh from Russian as the medium of in­
struction. 

Corruption 
1999-2000 2001 2002 

6.00 6.25 6.25 

Corruption complaints are widespread at all levels of the 
government, bureaucracy, and legal system, as well as in 
education. In 1999, Kazakhstan ranked 84'h on Transpar­
ency lnternational's Corruption Perception Index. It scored 
2.3 on a scale of 1 to IO, with 10 representing the lowest 
level of corruption. It improved its rating somewhat in 2000, 
ranking 651h among 91 states surveyed. This placed 
Kazakhstan above Russia, Kyrgyzstan, and Azerbaijan. 

The Nazarbayev regime's request to the Swiss Central 
Bank to investigate accounts held by Kazhegddin backfired 
because authorities discovered suspicious multimillion dol­
lar transfers into accounts suspected of belonging to 
Nazarbayev, former premier Nurlan Balgimbaev, and nu­
merous family members and associates of the president. 
Payments into Kazakh treasury accounts for drilling and 
exploration were transterred instead into private accounts 
controlled by Nazarbayev, Balgimbaev, and a U.S. middle­
man, James Giffen. Swiss prosecutors confirmed in Septem­
ber 2001 that millions of dollars have been held in personal 
accounts linked to Nazarbayev and several of his close asso­
ciates; these accounts have been frozen while inquiries are 
being conducted. 
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A July 200 I .trticle in the New Yorker noted that Exxon 
Mobil paid more than $I billion to other foreign compa­
nies in a plan devised by Giffen fi>r Kazakhstan to swap oil 
with Iran. Giffen is accused of paying at least $35 million 
in bribes to top Kazakh officials and is under investigation 
by the U.S. Federal Bureau of Investigation. The article 
also details how, in return for selling a 25 percent share in 
the Tengizchevroil joint venture, Nazarbaycv made nu ­
merous demands on ExxonMobil. These included $1 bil­
lion in cash, a Gulfstream Jct for his personal use, 
construction of a tennis court near the new presidential 
palace in Astana, and four mobile satellite communication 
rigs for the news agency Khabar. Although the Nazarbayev 
regime has accused former premier Kazhegcldin of fun· 
ncling oil money from the state treasury into accounts held 
in Switzerland, inquiries by Swiss Bank officials have failed 
to find any evidence of his involvcmen t. 

A prominent South Korean businessman, Choi Soon­
young, is currently on trial in his country for giving $10 
million in bribes to Nazarbayev in 1996. Choi allegedly paid 
the money in order to procure a diamond-processing li­
cense for his Shindongah Company and for other business 
ventures in Kazakhstan. 

The extent and precise manifestation of corruption in 
Kazakhstan is impossible to document because there are no 
independent agencies in the country that investigate allega­
tions of corruption. The prosecutor-general's office formally 
handles such inquiries in conjunction with the Ministries of 
Justice and Internal Affairs. The prosecutor-general, how­
ever, is appointed by the president and is not accountable 
to the government. Inquiries into alleged corruption cases 
are almost invariably politically motivated and ordered by 
top government leaders. 

Kozykorpesh Karbuzov, a Ministry of Interior Affairs 
official, reported that 141 civil service officials were con­
victed of corruption-related crimes in 2000. However, 
multimillion-dollar corruption allegations reported in West­
ern media stand no chance of receiving coverage in 
Kazakhstan's media, and the implicated ruling elite will al­
most certainly not be prosecuted. The political elite in 
Kazakhstan consists of prominent political figures who head 
major business groups. Although these business groups 
depend on the presidential family for patronage, they com­
pete intensely against each other. The regime has co-opted 
many powerful entrepreneurs by offering them political 
positions. 

Under pressure from the regime, Bulat Abylov, a promi­
nent young independent entrepreneur, contested elections 
as a member of the pro-regime Oran Party in 1999. In 
November 200 l, two years after winning a seat, he was 
dismissed from Parliament after leaving Oran and joining 
the Democratic Choice of Kazakhstan movement, which 
was founded by a group of reformists who were dismissed 
from their government posts. Ermukhan Ertysbaev, a pro­
regime ideologue, asserted that "business and power con­
stitute a single monolith in Kazakhstan, whose unconditional 
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can achieve the same level of wealth as Kuwait, as its lead ­
ers are fond of suggesting, whik avoiding the glaring 
economic inequalities between the ruling elites and the 
rest of the population found in other oil -rich states, no­
tably Saudi Arabia, Iran, Iraq, and Libya. Economic liber 
alization has also strengthened oligopolies, causing a farther 
setback to political reforms and democratization . Thus far, 

economic growth derived from oil money has only exacer­
bated economic inequalities. 

Bhavna Da11e is a lecturer in Central Asiau swdies ivith the 
dcpm·tment of politics at the School of Oriental and African 
Stiidies, Uni1>ersitJ of London. She has published articles on 
ethnic, language, and census politics in Kazakhstan. 
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DEMOCRATIZATION 
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5.00 

Political Process 

1998 1999-2000 2001 
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5.75 

In 2001, the political system in Kyrmrzstan was largely stable. 
With the hotly contested parliamentary and presidential 
eletions of 2000 complete, public rallies were fewer and 
opposition-led public events drew smaller crowd-;. Signifi­
cantly, a widely feared incursion by the radical IM U, which 
in 1999 and 2000 had created much anxiety among the 
non- Kyrgyz population and the secular Kyrgyz elite, did 
not materialize. The government largely tolerated the ac­
tivities of mainstream opposition political organizations 
and nongovernmental organizations. However, it exhib­
ited less patience for opposition mass media and investiga­
tive journalists who have tried to expose corruption among 
high-ranking government officials. Moreover, the National 
Security Committee (the successor to the KGB) launched 
a major crackdown on nonmainstream groups, notably 
Hizb-ut-Tahrir. To justify the crackdown, the committee 
alleged that support links existed between the Taliban 
government in Afghanistan and radical Islamic groups in 
Kyrgyzstan such as the IMU. After the terrorist attacks on 
the United States in September 2001, the committee 
broadened its allegations to include links to or sympathies 
toward Osama bin Laden. 

The outcomes of the 2000 parliamentary and presiden­
tial elections, which laid the groundwork for political de­
velopment until the next election cycle, shaped Kyrgyzstan's 
political environment in 2001 . During the 2000 elections, 
the opposition engaged in a bitter struggle with the gov­
ernment and lost. At the same time, although President 
Akayev's growing penchant for authoritarianism hardly sur­
prised local policy analysts, his reputation in the West as 
one of the most democratic post-Soviet leaders suffered sig­
nificant damage. 

Akayev, an optic physicist by training and a former presi­
dent of the Kyrgyz Academy of Science, came to power in 
1991 in a direct pn:sidential election in which he defeated 
the country's former Communist Party leadership with 
strong backing from both newly established political par­
ties and the public. He presented himself as a strong team 
player and, during his first term in office, brought a num­
ber of young, energetic, and democratically oriented intel­
lectuals into the presidential administration. 

Frustrated, however, with growing economic difficul­
ties, social unrest, and the inability of his team to adequately 
address the country's problems, President Akayev began to 
replace his entourage with former Communist Party bu­
reaucrats and provincial party bosses who he believed would 
be more capable of delivering results . This change affected 
the intellectual environment in Kyrgyz policy-making circles 
and brought about a Soviet-style political realignment that 

concentrntcd decision making in the hands of the new state 
bureaucracy. Akayev's new team introduced tactics that were 
remimscent of those of the late 1980s, such as marginalizing 
the political oppmition, harassing independent mass me­
dia, and vesting power in informal and patronage networks. 

On February, 20, 2000, Kyrgyzstan held elections to 
its bicameral, l 05-seat Parliament for the second time since 
1991, the year it declared independence. (The last election 
had taken place in February 1995.) The preelection cam­
paign was free of violence and armed confrontation, and 
most candidates were able to work openly with their elec­
torate. Few interrogations of the candidates took place dur­
ing the voting process, and local and international observers 
enjoyed access to the election ballots. However, one could 
hardly call the elections free and fair. 

The government and the state bureaucracy, which con­
sisted largely of the president's appointees, used various le­
gal means and loopholes to prevent several influential 
opposition politicians from registering for the parliamen­
tary elections. In some districts, there were also reports of 
misconduct in the counting of ballots. The irregularities 
before and during the parliamentary elections were so bla­
tant, in fact, that even the country's pro-government intel­
ligentsia condemned them as "a bad job in the best Soviet 
tradition." Observers from the Commission on Security and 
Cooperation in Europe described the election as "a disaster 
for Kyrb')'Zstan 's reputation as an oasis of democracy in the 
authoritarian Central Asian desert .... The government's 
conduct of the campaign," their report continued, "had 
excluded parties and candidates and ultimately limited the 
choice open to the electorate . The second round was worse, 
featuring flagrant otlicial interference and vote rigging." 

Even during the registration process, the state bureau­
cracy used the legal system and minor electoral irregulari­
ties to try to weaken the opposition. In February 2000, for 
example, the Democratic Movement of Kyrgyzstan (DDK), 
the country's oldest opposition party, lost its registration 
for committing a so-called violation oflegal procedures that 
prevent party congresses from taking place if they do not 
have a quorum. Newly introduced regulations that require 
parties to have been registered for one year before they can 
participate in an election prevented two other key opposi­
tion parties, Ar-Namys (led by Felix Kulov) and Bei Bechara 
(led by Daniyar Usenov), from participating in the elec­
tions. The Central Election Commission (CEC) cited mi­
nor irregularities or violations of election rules when they 
prohibited several more opposition leaders and independent 
candidates from running as well. For example, it barred can­
didate Marat Kaiypov from running just one day before the 
polling on the grounds that he did not resign from his pub­
lic post before registering for the election. 

On election day, 230 candidates competed for 45 seats 
in the El Okuldor Jyiyny (Legislative Assembly); 186 can­
didates vied for 45 seats in the Myizam Chygaruu Jyiyny 
(Assembly of People's Representatives). An additional 15 
seats in the Legislative Assembly were filled on the basis of 



proportional representation. Since only a few candidate!> 
received a mandate in the first round with 50 percent plus 
one vote, a runoff followed on March 12. Only 57.8 per­
cent of the electorate cast votes in the first round and 61.86 
percent in the second round. Male and female voters par­
ticipated in equal numbers. Kyrgyz society traditionally does 
not prevent women from participating in public lite, and 
women's NGOs form a powerful lobby. 

According to the final results for both houses, indepen­
dent candidates took 73 seats; the pro-Akayev Union of 
Democratic Forces, 12 scats; the opposition PKK, 6; the pro­
government My Country, 4; the pro-Akayev Democratic 
Women's Party of Kyrgyzstan, 2; the pro-Akayev Party of 
the Veterans of the War in Afghanistan, 2, the opposition 
Poor and Unprotected People's Party, 2; the opposition Ata­
Mekcn Socialist Party (Fatherland), 2; the pro-government 
Agrarian Labor Party, 1; and the opposition Erlun Kyrgyzstan 
Progressive and Democratic Party, 1. The independent can­
didates, who mainly represented cities outside the capital, 
including its suburbs, were not necessarily presidential loyal­
ists. Many clearly represented the interests of the regions, 
which were dissatisfied with existing government policies and 
significant budget cuts that directly affected them. 

The election proved to be the opposition's biggest de­
feat since independence. Two candidates in particular were 
thought to have the strongest chances of winning. Felix 
Kulov, the former vice president, and Daniyar Uscnov, a 
former parliamentarian and chairman of the opposition Poor 
and Unprotected People's Party, both had sound political 
experience and sufficient financial resources for the 
preelection campaign. They were also well-known in the 
country. But Usenov, a powerful man and a tough politi­
cian, was barred from participating in the second round on 
the grounds that he had not disclosed all of his property 
holdings. Kulov, a prominent opposition leader, garnered a 
lead in the first round but was dealt a curious upset in the 
second round. Ultimately, just seven opposition candidates 
received a mandate in direct elections. 

When the parliamentary elections were complete, all 
sides focused on the presidential elections, which were sched­
uled for October 20, 2000. The state bureaucracy's strat­
egy was two-pronged. Their main focus, as in neighboring 
Kazakhstan in 1999, was to prevent the strongest opposi­
tion candidates from registering. Their second goal was to 
let as many weak opposition leaders as possible register. By 
doing so, they aimed to split the opposition vote. 

With the first part of the strategy-to prevent the big­
gest challengers from entering the race-the state bureau­
cracy found success. As in the parliamentary elections, the 
greatest hope for an opposition victory lay with Felix Kulov 
and Daniyar Usenov. However, both men failed to meet 
the registration requirements: nominations by September 
14, registration by September 24, collection of 100,000 
signatures, a clean criminal record, and passage of a fluency 
test in Kyrgyz. Usenov's previous criminal convictions (on 
charges he has denied) ruled him out. Kulov, whose spoken 
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Kyrgyz became the subject ofjokes among local journalists, 
decided not to sit for the language exam. Instead, he gave 
his support to Omurbek Tekebayev, chairman of the mod­
erate opposition Fatherland. In the end, the election com­
mittee officially registered six candidates: President Akayev; 
Omurbck Tckebayev; Almazbek Atambayev, an industrial­
ist; Melis Eshimkanov, a journalist and one of the leaders of 
the Banner National Revival Party (Asaba); Tursunbay Bakir­
Uulu, a leader of the Erk.in Kyrgyzstan Party; and Tursunbek 
Akunov, a human rights activist. 

The mass media were an important force in the cam­
paign.State-controlled television, which remains the most 
important source of information in Kyrgyzstan, met the le­
gal obligation to provide free airtime to all candidates and 
all political parties. However, opposition leaders complained 
that the broadcast gave significantly greater coverage to the 
incumbent president's activities-something they perceived 
as indirect support for the president. Pro-government news­
papers portrayed the incumbent president and the govern­
ment as a team that could deliver results. However, the 
campaigns themselves focused not on manifestos or strate­
gic issues, but on the settlement of regional (north-south) 
accounts and on candidates' personalities. It is important 
to note here that several newspapers that are important and 
influential in the capital city and in surrounding towns do 
not at all reach most rural areas. Looking back on the cam­
paign, the opposition newspaper Res Publilza described the 
policy of the pro-government media in these following 
words: "to slander, to make fool, to depersonalize." 

On election day, President Akayev won in the first round 
with 74.4 percent of the vote. Turnout was 77.3 percent. 
To win, he needed only 50 percent plus one vote. Akayev's 
main opponent, Omurbek Tekebayev, received just 13.9 
percent of the vote. 

Akayev's success came at an extremely heavy price for 
Kyrgyzstan. The irregularities in both the parliamentary and 
the presidential elections tarnished the country's earlier 
image as an "island of democracy." Kyrgyz policy makers, 
who simply could not resist the temptation to "correct" the 
country's democratic procedures in the supposed interests 
of the majority, justified their actions under the guise of 
maintaining political stability and unifying the country in 
the face of incursions by militant Islamists. 

Both the ambiguity of the current electoral law and 
significant changes in the electoral system contributed to 
the failure of the opposition parties to challenge the pro­
government parties and to capture more seats in the parlia­
mentary elections. In 1994, for example, President Akayev 
initiated a series of constitutional changes that ultimately 
weakened the legislative branch of government. Through a 
national referendum, he garnered public support for, among 
other things, making the unicameral Parliament a bicam­
eral body that would consist of a 35-seat Legislative Assem­
bly and a 70-seat Assembly of People's Representatives. On 
December 6, 1994, President Akayev presented these 
changes in the Constitution to the Constitutional Council. 
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As a result of these changes, Parliament emerged a sig­
nificantly weaker body. The downsizing hit small, emerging 
parties particularly hard because it made it difficult for them 
to compete against regional bosses and representatives of 
the former state bureaucracy. However, despite the new 
composition, Parliament remained strong enough to chal­
lenge the president on important economic and social poli­
cies. Additional constitutional changes in 1998 would 
change the composition of Parliament yet again by increas­
ing the number of seats in the Legislative Assembly to 60 
and decreasing the number of seats in the Assembly of 
People's Representatives to 45. These provisions guided the 
parliamentary elections in 2000. 

The electoral system in Kyrgyzstan has also undergone 
several significant changes. Prior to modifications, 
Kyrgyzstan's election law stipulated that the nomination of 
candidates should begin "from the day of an official publica­
tion of the list of constituencies." Registered political par­
ties, public organizations (such as labor collectives), and 
groups of voters could all nominate candidates. Candidates 
were required to deposit an "amount equal to 300 minimum 
[monthly] salaries" with the Central Election Commission. 
On April 29, 1999, though, the Legislative Assembly ap­
proved new and controversial changes in the election law. 
Under the amended law, political parties must register at least 
12 months prior to an election in order to participate in it. 

An election is valid if 50 percent of all registered voters 
take part. If two or more candidates run in a district and 
neither wins more than 50 percent of the vote, the district 
election commission must schedule a runoff within two weeks. 
The two candidates with the highest votes are eligible for the 
runoff. The candidate who receives the larger number of votes 
in the second round wins the seat in Parliament. 

Both the Constitution and the Law on Public Organiza­
tions generally guarantee basic freedoms of associations and 
do not restrict the activities of political parties and NGOs. 
However, state officials have never hesitated to intimidate 
opposition groups over minor irregularities. At the begin­
ning of the 1990s, more than 40 political parties, groups, 
and organizations were active in Kyrgyzstan, mainly in 
Bishkek. By the middle of the 1990s, some had consolidated 
into more or less coherent Western-style political organiza­
tions by trying to identify their core constituencies, clarify 
their political platforms, and institutionalize their structures. 
Yet many parties and groups still have no clear strategy, rarely 
study the interests of their electorate, and are simply unable 
to reach their potential supporters with a clear policy agenda. 
Few, if any, have managed to expand their activities effec­
tively beyond the capital. A deeply rooted regional rivalry 
between the country's urbanized north and its rural south 
has seriously undermined the opposition's ability to unite. 

Although the country banned the Communist Party 
shortly after tl1e August 1991 coup against Soviet president 
Mikhail Gorbachev, the party soon reemerged as a signifi­
cantly weaker and smaller organization. Today, the Party of 
Communists of Kyrgyzstan (PKK) regularly condemns the 

government's radical "shock therapy" approach to economic 
reforms. It also calls for reestablishing price regulations, re­
versing the privatization program, and reinstating state con­
trol over major sectors of the national economy, including 
large industrial enterprises, mining, and foreign trade. The 
PKK is probably the only party in Kyrgyzstan that has a truly 
mass membership base that stretches around the country. 
Although the party still receives strong support from indus­
trial workers, pensioners, war veterans, and small groups of 
the urban intelligentsia, it has been unable to recruit support 
from the country's decisively important younger \'oters. 

Parties with centrist orientations, including My Coun­
try, the Union of Democratic Forces, and the Democratic 
Women's Party of Kyrgyzstan, support market-oriented eco­
nomic reforms, further democratization, and improvements 
in living standards. They also stress that "Kyrgyzstan is our 
common house" and call for stronger civic nationalism and 
greater equality for all ethnic groups. These parties rely on 
support from the state bureaucracy (something tl1at is cru­
cial for the success of pro-government parties) and tl1e lib­
eral national intelligentsia. They also enjoy strong support 
from ethnic minorities, who still fear a return of tl1e ethnic 
violence and instability that characterized the years 1989 and 
1990. A very important segment of tl1e centrists' electorate 
is tl1e so-called new Kyrgyz, who made substantial personal 
fortunes during mass privatization and sought to gain politi­
cal influence in the legislature and personal immunity from 
prosecution. 

The platforms of opposition nationalist parties like Asaba 
emphasize national resurgence, ethnic nationalism, and stron­
ger national sovereignty. They appeal primarily to the 
country's frustrated youth, especially newly urbanized intel­
ligentsia and entrepreneurs, who have largely missed out on 
tl1e rewards of privatization and economic liberalization. This 
segment of the population has a negative perception of the 
government's policies of multiculturalism and civic national­
ism, and it has criticized the government's "unnecessary con­
cessions" to ethnic minorities in its language policy and on 
otl1er issues. 

Political life at the mion and oblast levels has become 
increasingly dominated by the local bureaucracies, with 
whom most people have ties through personal and rebound­
ing tribal and clan loyalties. Kyrgyzstan's clans are amor­
phous and have no clear mode of operation in the country's 
political life. They are bound more by informal arrange­
ments and rules, and their strength lies in representing re­
gional interests. The so-called northern clan represents the 
Chui, Issyk-Kul, Naryn, and Talas regions ( oblasts), while 
the so-called southern clan represents the Batken, Dzalal­
Abad, and Osh regions. 

These clans have a strong effect on political mobiliza­
tion and voting patterns, and no political party finds success 
at the national level without their support. After tl1e 1995 
parliamentary elections, for example, this fact became quite 
clear. Many political leaders realized that establishing and 
nursing the regional networks of traditional clan support is 



often more important than gaining the support of weak po­
litical parties and organizations. 

Government activities also have undermined the con­
solidation of opposition parties and political organizations. 
As a result, many disagreements between the opposition 
and the government are not over political alternatives but, 
rather, over government appointments or regional rivalries. 
This was evident during the 2000 parliamentary elections, 
which proved to be more about personalities and clan sup­
port than about competition among political ideas, pro­
grams, and ideologies. 

When the government's tolerance for opposition de­
creased substantially in 2001, public protests and opposition 
rallies became a risky business. In May, a district court in 
Bishkek fined Emil Aliev, the deputy chairman of the Ar­
Namys, and several other people for organizing unsanctioned 
demonstrations in the capital. In June, authorities detained 
several people in Bishkek for "hooliganism" when they orga­
nized unsanctioned meetings in support of the popular poli­
tician and "people's general," Felix Kulov. Despite strong 
international pressure, Kulov, a leading opposition figure and 
the strongest candidate against Akayev in the 2000 presiden­
tial elections, had been sentenced on January 22 to seven 
years in prison for abuse of power. It is difficult to assess the 
merits of this case because Kulov was once part of the ruling 
state bureaucracy. Some local observers believe that his 
troubles relate more to intra-elite struggles for power than 
to sound political differences. Rumors have circulated that 
an attempt was made behind the scenes to release him in 
exchange for his silence. 

To be fair, the government has made some concessions. 
Among the most important was its decision in August 2001 
to free Topchubek Turgunaliev, an eminent and uncompro­
mising opposition leader convicted in 1999 of the dubious 
charge of maintaining "ideological leadership" over a group 
of would-be assassins who allegedly had plotted to murder 
Akayev. Turgunaliev was among the founding members of 
the first democratic groups in Kyrgyzstan, including those 
who brought Akayev to power, and he was among the first 
to criticize Akayev and his close associates (collectively known 
as "the Family") for wrongdoings, corruption, and economic 
mismanagement. 
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4.50 
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The political liberalization of the early 1990s and the influx 
of extensive support from foreign NGOs, international or­
ganizations, and individual countries have helped to estab­
lish some foundation for civil society in the Kyrgyz Republic. 
Since 1991, more than 3,000 NGOs have been established 
and registered in the republic. However, many have disap­
peared or become inactive. At present, between 600 and 
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1,000 NGOs, or between 20 and 30 percent of those regis­
tered, are actually active. These groups focus on providing 
various social services not only in the capital and its sur­
rounding regions but, most important, in remote moun­
tain villages. Many NGOs are led by local activists, whose 
mission it is to increase awareness about the importance of 
vohmteerism and philanthropy. Many NGO leaders are 
women who had been active in public life during the Soviet 
era, when informal quotas required the government to re­
serve 30-40 percent of all public positions for women. They 
turned to the work in NGOs when, during the economic 
recession of the 1990s, they lost their jobs. 

Although precise figures are not available, up to 5 per­
cent of the working adult population, or approximately 
100,000 people, are active in voluntary activities. This fig­
ure does not take into account the ashar, an old tradition of 
providing assistance to community members who are in 
need-including single mothers, the elderly, and the dis­
abled-by gathering donations or organizing community 
work. The as/Jar, which are led by aqsalzals (community el­
ders), are popular in the southern provinces of the republic, 
especially in the rural areas. 

In addition, some religious groups have begun to play 
a greater role at the community level because Soviet-era 
restrictions on their activities have been considerably re­
laxed. Many religious organizations, both Christian and Is­
lamic, focus their activities on religious education and 
charitable work and receive considerable financial support 
from foreign charitable organizations. Christian groups, 
including the Orthodox Church, the Church ofJesus Christ, 
and the Jehovah's Witnesses, are active in northern 
Kyrgyzstan, especially in the capital city, its suburbs, and 
the lssyk-Kul valley. Some groups recently began to work 
among the small Russian-speaking communities of south­
ern Kyrgyzstan. Traditionally, the Islamic organizations have 
been active mostly in the Barken, Dzalal-Abad, and Osh 
oblasts, where Islam has traditionally been strong among 
rural populations, and in the country's large Uzbek commu­
nity. By 2001, though, Islamic groups had become more vis­
ible in Bishkek and in other large cities in the north. 

NGOs in Kyrgyzstan provide a variety of social services. 
In November 2001, according to Counterpart International, 
there were more than 1,000 registered NGOs in the coun­
try. Two hundred and thirty-six NGOs, or 9.7 percent, were 
working on women's issues; 305 (12 percent) were provid­
ing services to children and youths; around 210 (8.6 per­
cent) were working on education and science; 166 ( 6.8 
percent) were running services for families and pensioners; 
more than 144 (5.9 percent) were focusing on human rights 
and civil society; 129 (5.3 percent) were working on healtl1 
issues; and 120 (4.9 percent) were working on environmen­
tal issues and environmental awareness. The geographical 
distribution of these NGOs is quite uneven. Approximately 
323, or around 32 percent, are concentrated in the Chui 
valley, where the capital is located. Only 66 NGOs, or just 6 
percent, are located in the remote Naryn oblast. 
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Women'!> NGOs work under the umbrella of the 
Women's Congress, which is based in Bishkek. These in­
clude Women in Mass Media of Central Asia, which advo­
cates the professional development of\\ omen working in 
the Kyrgyz mass media; Bermet, which provides services 
and support for families and women's rights; and Ene, which 
provides services and support to orphaned temale students 
at tertiary institutions of education. In 1998, the nation's 
environmental NGOs played a crucial role in promoting 
public awareness about a cyanide spill in the lssyk-Kul oblast. 

The Constitution of the Kyrgyz Republic ( 1993), the 
Law on Public Organizations ( 1991 ), and the Law on Non­
commercial Organizations ( 1999) regulate the activities of 
NGOs in Kyrgyzstan. The Constitution guarantees freedom 
of association. The Law on Public Organizations sets few 
restrictions on NGOs, prohibiting only activities that might 
undermine public security or promote racial, ethnic, or re­
ligious intolerance. In practice, state agencies and the state 
bureaucracy h.ive .i strong hold on matters pertaining to 
registration, taxation, and access to information, especially 
as they pertain to NGOs that deal with human rights, eco­
logical, or mass media issues. 

Nevertheless, the government often preters to deal with 
NGOs, especially those led by influential public figures, as 
long as they do not actively criticize government policies. 
One of the most important features of political life in 
Kyrgyzstan are the roundtables and public forums where 
NGO activists meet government officials, including the presi­
dent and parliamentarians. At one such forum in May 2001, 
President Akayev presented "The Complex Development 
Framework for 2001-201 O" to more than 1,000 delegates 
representing NGOs and public organizations. 

The effectiveness of Kyrgyz NGOs is often undermined 
by a lack of adequate training in planning, management, 
accounting, and fund-raising. Many NGOs are very small, 
consisting of only three or four core staff members plus a 
mere dozen activists. Small NGOs often do not have clear 
managerial structures or boards of directors, and they tend 
to rely on informal networks of colleagues, extended fam­
ily, or patrimonial networks. Training initially presented se­
rious problems, because in the early 1990s no instructors 
or instructions were available in the Kyrgyz language. By 
the middle of the 1990s, some training materials had been 
translated or written in Kyrgyz, and some NGOs had be­
gun to offer training in the native languages. 

The financial resources of Kyrgyz NGOs vary widely 
owing to the steep economic recession and low levels of 
income in the country. (In 2001, average monthly salaries 
stood at only 1,323 soms, or $27.) While a few large NGOs 
have solid management structures and regular sources of 
income, most small NGOs face serious financial constraints. 
It is very difficult and often impossible for NGOs to collect 
cost recovery fees. Many groups are simply not financially 
viable, and they rely extensively on funding from foreign 
sources, including international organizations and individual 
countries. 

Most NGOs have positive working relations with state 
authorities. Government officials often perceive that NGOs 
play an important role in providing services to many areas 
where the government has been ti.1rced to cut spending 
owing to budgetary constraints. However, the authorities 
do not hesitate to pursue NGOs if they engage in politically 
sensitive issues. For example, in 2000 the courts revoked 
the registration of the Kyrgyz Commission of Human Rights 
because it advocated the rights of several politicians and 
human rights activists. Some NGOs ha\·e been persecuted 
for organizing unsanctioned actions such as meetings and 
protest demonstrations. Authorities have also denied regis­
tration to NGOs that advocate the rights of the Uigur eth· 
nic minority and promote awareness of the prosecution of 
the Uigurs in neighboring China. 

The Law on Labor guarantees the rights of workers to 
join independent trade unions. The government generally 
does not restrict workers' membership in trade unions be­
cause the unions do not challenge the government on any 
key economic policy issues. In the post-Soviet era, the role 
of unions has largely diminished. 

The Federation ofTrade Unions of Kyrgyzstan (FTUK) 
is a direct successor of the Council ofTrade Unions, a pow­
erful organization during the Soviet era. However, after 
1991 most of the trade union's property was privatized. At 
the same time, most enterprises collapsed. The FTUK was 
largely silent when hundreds of thousands workers were laid 
off or forced to do unpaid work in the 1990s. Although it 
claimed only a small decrease in membership to around one 
million people, this was probably untrue . The scale of the 
economic recession makes it likely that membership declined 
at a much higher rate. Among the new workers associations 
to have emerged since 1991 is the Union of Entrepreneurs 
and Small Business Workers. 

Most workers no longer regard the unions as capable 
of detending their rights. Nevertheless, the FTUK was vo­
cal during the process of changing some local labor regula­
tions. It has also advised the government on such issues as 
child labor practices, the minimum age for employment, 
the minimum wage, and health and safety in the workplace. 
In practice, however, enterprises generally ignore labor regu­
lations, and the trade unions rarely protest against viola­
tions of workers' rights. 

There is no clear regulation of interest-group partici­
pation in politics. Nor are there clear lines between the kinds 
of activities in which such organizations participate. Most 
NGOs are simply experimenting with various levels of in· 
volvement in the political and policy process. Many arrange 
conferences and seminars and try to raise awareness of is­
sues such as the status of women, the environment, human 
rights, and the work of the legislature. Some NGOs, espe­
cially those dealing with human rights, organize rallies and 
meetings. They also send appeals to the government, the 
legislature, and various international organizations. Many 
NGOs are active in monitoring elections at the national, 
oblast, and local levels, and they facilitate training sessions 



for election observers and members of monitoring groups. 
Several NGOs are active in the fields of science and educa­
tion and often produce and publish their own assessments 
of government projects. 

In the early 1990s, the government actively involved 
institutions like the National Academy of Science in general 
policy planning and reforms. Although government authori­
ties have gradually abandoned this practice, they do con­
tinue to invite individual policy research institutions to advise 
them on important issues such as intercthnic relations, con­
flict prevention in the southern oblasts, and legal reforms. 

Education remains a focus of both government policies 
and NGO activities. The government encourages NGOs to 
provide training and support educational reforms as part of 
a program to develop a "knowledge nation." In the mid­
l 990s, the government attempted to reform the educational 
system, and several independent schools and universities 
opened. Due to funding shortages, though, educational 
reforms have not been completed, and there is some ambi­
guity in the status of a number of presumably independent 
schools and universities. 

Although educational institutions are generally free of 
government propaganda or direct political influence, the 
Ministry of Education still has to approve their registration 
and curricula. On March 23, 2001, a UNESCO-sponsored 
roundtable on education took place in Bishkek. Participants 
in the event discussed, among other issues, priorities for the 
National Action Plan of Kyrgyzstan. Without considerable 
international assistance, though, the government will be 
unable to reform the nation's educational system. 

1997 
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During the period covered by this report, the introduction 
of new restrictions on the registration of mass media out­
lets, the closure of prominent opposition newspapers, and 
continued libel cases against independent journalists and 
media outlets contributed to a deterioration in press free­
dom in Kyrgyzstan. At the same time, Kyrgyzstan's mass 
media market experienced further consolidation and restruc­
turing. The industry has been seriously affected by the eco­
nomic downturn of 1999 and 2000 that was triggered by 
the Russian financial crisis and the collapse of the ruble. 
Over time, the largest private and state-controlled newspa­
pers and television stations have recovered and recaptured 
their positions in the market. Yet smaller, especially regional, 
media outlets still struggle for their survival. 

Television and radio remain the two most important 
sources of public information in Kyrgyzstan, because people 
have access to them throughout the country. Newspapers, 
however, are steadily declining in importance because the 
population is increasingly unable to afford them. Most na-
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tional newspapers are based in the capital and do not reach 
the nation's remote rural districts. There arc a few weekly 
and monthly magazines, but they target a very narrow mar­
ket. Producing, publishing, and distributing publications 
of real quality is difficult in this small and impoverished 
country. 

The Internet is gradually becoming a popular source of 
public information, but its growth is also limited by finan­
cial constraints and a rudimentary infrastructure. With 
monthly Internet subscriptions often equal to average 
monthly salaries, the Internet is accessible only in major 
cities and to a rdatively small number of people. 

The state-controlled national newspapers, including 
SloJ>o Ky1;gyzstana and Ky1;gyz Tttttm, and television stations, 
including KTP and KOORT, reach audiences all over the 
republic. There arc approximately 50 independent, semi­
independent, and privately owned newspapers and maga­
zines, including the popular Vechemiy Bishkek, Delo No, 
Asaba, Res Pttblika, and AKI-press. At approximately 60,000 
copies each, Vechemiy Bis/J/zek and Asaba enjoy the highest 
levels of circulation. Delo No claims to have a circulation of 
62,000, but the real figure is probably a third of that. Many 
newspapers have circulations between 10,000 and 20,000 
copies, while regional newspapers often have circulations of 
fewer than 5,000 copies. There are also 14 independent or 
privately owned television stations and 11 radio stations, 
including Piramida Television and Radio, Independent 
Bishkek Television, Asman Television, and Almaz Radio. 

Many of Kyrgyzstan's privately owned newspapers are 
not financially viable because advertising revenues are lim­
ited and circulation bases low. In addition, low incomes make 
it difficult for readers to absorb increases in the prices of news­
papers and magazines. Only a few business executives have 
the necessary money and experience to establish and run prof­
itable media ventures. By law, advertising is limited to about 
20 percent of print space and 25 percent of television and 
radio airtime. Many media outlets circumvent these regula­
tions by engaging in hidden advertising. According to local 
experts, only a dozen media outlets are profitable and only 
two or three print media enjoy national circulation. 

The early 1990s saw the collapse of Kyrgyzstan's cen­
tralized system for distributing print media through the state­
controlled agency SouzPechat. The national postal service's 
delivery fees were too high, and readers simply could not 
afford them. Today, private vendors and newsstands dis­
tribute and sell most of the country's newspapers. How­
ever, the state still controls a partial stake in the country's 
leading publishing houses. In June 2001, the state-controlled 
publishing house Uchkun reportedly refused to print an 
edition of the opposition newspaper Res Pttblilw contain­
ing an article that was critical of Akayev's family. 

Articles 15 and 16 of the Constitution guarantee free­
dom of expression and freedom of the press. Although the 
media is generally free from direct editorial intervention, 
most journalists do engage in some form of self-censorship 
out of fear that they will be prosecuted for defamation. Ar-
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tide 23 of the Law on Mass Media prohibits journalists from 
publishing state or commercial secrets and from printing 
articles that offend an individual's honor or dignity. Article 
127 of the criminal code treats libel as a criminal offense. 
Likewise, Article 49 of the Constitution criminalizes any 
publication that degrades the honor and dignity of the in­
cumbent president. As a result, journalists are highly vul­
nerable to legal action. 

In the past, courts have interpreted these laws broadly 
and in many cases have not only forced defendants to pay 
damages, but have sentenced them to terms in prison. A 
prominent case in point was the suit brought against Zamira 
Sydykova, the editor of Res Publika. However, she was later 
released. In 2001, the government continued its policy of 
selective prosecution by pursuing at least seven cases against 
independent journalists and members of the opposition mass 
media. By and large, though, journalists in Kyrgyzstan work 
in an environment that is free from physical threats or di­
rect political interference. 

One of the biggest journalistic casualties of 2001 was 
Asaba, an opposition newspaper that was famous for its 
national radicalism. High-ranking officials sued Asaba sev­
eral times for alleged defamation of character. The tax of­
fice, meanwhile, pursued it for nonpayment of taxes. In 
December 2000, the courts ordered the newspaper to pay 
one million soms (approximately $20,000) as repayment to 
a private investor. On April 20, 2001, the court of arbitra­
tion in Bishkek finally broke Melis Eshimkanov, the found­
ing editor and owner of Asaba, and declared the newspaper 
bankrupt. Eshimkanov's efforts to register a new newspa­
per under a different name-a tactic often used in Kyrgyzstan 
and Kazakhstan-failed. In May, a regional government 
official won a case against Ernis Nurdinov for an article he 
published in Jany Mmm. To settle the case, Nurdinov agreed 
to publish a refutation. In October, the opposition newspa­
per Res Pttblika lost a libel case and was obliged to pay 
300,000 soms ($6,400) in damages to a public official. 

On June 21, 2001, in an unprecedented move, the Jus­
tice Ministry annulled the registration ofl6 new magazines 
and papers. The reason it gave, which was notably half­
baked, was based on an April decision not to register new 
media outlets until all existing media outlets had completed 
the reregistering process. The opposition claimed that in 
reality the decision was made under pressure from Amanbek 
Karypkulov, the powerful head of the presidential adminis­
tration, and had nothing to do with the April resolution. 
The real victims of the decision were the highly influential 
opposition journalist Melis Eshimkanov, the former editor 
of Asaba, and Alexander Kim, the former editor of Vecherniy 
Bishlzck, both of whom had tried to establish new opposi­
tion publications. According to Elmira Toktogulova, a re­
gional coordinator of the Central Asia Media Project in 
Bishkek, the number of media outlets decreased from 600 
to 147 (32 electronic and 115 print outlets) in the wake of 
the new registration requirement. This sharp decrease can 
be explained in part by the fact that many media outlets 

existed in name only. Either financial or organizational con­
straints prevented them from functioning fully. 

Some local journalists have joked bitterly that since there 
arc so few places for opposition journalists to work, the 
only place to go is outer space. The unfortunate reality is 
that their joke is not far from the truth. As opposition pub­
lications find it increasingly difficult to carve out a niche 
within traditional media outlets, many are moving to the 
Internet. There is some evidence that use of the Internet is 
growing in Kyrgyzstan, and the number ofusers in the coun­
try is among the highest in Central Asia. 

According to some estimates, the Internet served be­
tween 80,000 and 100,000 people in 2001. These figures 
include access through both private and public computers. 
Internet publications, in turn, have increasingly large audi­
ences. Still, at 40 soms (just under $1) per hour for Internet 
access, most of the population will remain unable to go on­
line for some time. On the positive side, unlike in Kazakhstan 
and Russia, in Kyrgyzstan, the government has not moved 
to establish controls or to impose regulations on the dis­
semination of information over the Internet. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
4.25 4.50 5.00 5.25 5.50 

An independent Kyrgyzstan adopted its first Constitution 
in 1993. This document provided a fairly good system of 
checks and balances between the legislature and the execu­
tive authority. However, later changes to the Constitution 
weakened the legislature and disproportionately strength­
ened the power of the president. A constitutional referen­
dum in 1994 replaced the old single-chamber Zhogorku 
Kenesh with a new, two-chamber Parliament consisting of 
a 35-seat Legislative Assembly and a 70-seat Assembly of 
People's Representatives. Additional changes in 1996 en­
hanced the power of the president at the expense of the 
Parliament by giving him the authority to appoint the prime 
minister and the chairmen of the CEC and the central bank. 
Changes in 1998 further adjusted the number of seats in 
Parliament. 

Despite these changes, Kyrgyzstan's legislature could 
prove reasonably effective at balancing the power of the 
executive if the opposition were able to organize coherent 
factions and to present a united front. Instead, regional ri­
valries (locally referred to as a rivalry between "northern" 
and "southern" clans) often undermine the legislature's ef­
fectiveness. Also contributing to the problem are shortages 
of well-trained workers and other resources needed to ful­
fill the legislature's investigative responsibilities. 

Both the executive and the legislative branches of gov­
ernment operate with some level of transparency. This is 
due mainly to the presence of a vigorous and independent 
investigative media and a small but energetic opposition. 



Although some legislative and government actions occa­
sionally lack transparency, draft legislation is usually avail­
able to the public. In 2001, there were reports of 
government attempts to negotiate several international trea­
ties without revealing to the public or to the legislature the 
full details of the treaties' consequences. 

Although three-fourths of the current members of Par­
liament are not affiliated with a political party, the president 
does not face an obedient rubber stamp legislature. Despite 
its poor performance in the 2000 parliamentary elections, 
the opposition managed in 2001 to consolidate its position 
among independent members and co challenge the executive 
on a number of key issues. In June, for example, Parliament 
refused to ratify an agreement with China on border delimi­
tation. Members of Parliament argued that Foreign Minister 
Muratbek Imanaliyev had misled Parliament when he declared 
that Kyrgyzstan would not lose any land in the agreement. 
In fact, the agreement called for Kyrgyzstan to surrender al­
most 125,000 hectares. In August, Parliament refused to ratify 
a treaty between Kyrgyzstan and Uzbekistan on military co­
operation, despite escalating government pressure. 

In response, the government declared that the parlia­
mentarians had simply wanted "to discredit the head of the 
state" and "to fool people." Instead, the government sug­
gested that their resistance was motivated by a desire to 
gain more power at the government's expense. Curiously, 
in September there was a sudden leak of highly compromis­
ing material about the dubious financial dealings of some 
members of Parliament and the expenditure of millions of 
soms on "wasteful expenses." A month later, President 
Akayev decreed that the presidential administration would 
take control of the departments that provide technical and 
financial support to the legislature. This step may well un­
dermine the legislature's ability to fulfill its investigative 
responsibilities. 

The Kyrgyz Republic consists of7 oblasts (regions) and 
43 raions (districts or towns). The activities oflocal authori­
ties and legislatures are regulated by the Law on Local Gov­
ernance and Local State Administration in the Republic of 
Kyrgyzstan, which Parliament introduced in 1991 and modi­
fied in 1992, 1994, and 1998. Under this law, the president 
appoints the oblasts' akims, or heads, upon the recommen­
dation of the prime minister and with the consent of the 
corresponding local keneshes (legislatures). The prime min­
ister appoints the heads of raions and state administrations 
with the consent of the relevant local legislatures. 

Although the national government has strongly rejected 
the idea of introducing limited cultural autonomy to the 
large Uzbek community in southern Kyrgyzstan, the Law 
on Local Governance does provide for limited decentraliza­
tion to the subnational level. Local authorities have limited 
fiscal autonomy but possess the power to carry out social 
and economic development projects within the local bud­
get, to impose fines and penalties within their jurisdiction, 
to exercise control over environmental protection and the 
use of land and natural resources, and to raise additional 
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revenues. Local legislatures also have the right to call for a 
vote of no confidence in their respective heads of adminis­
trations, but local executives are authorized to overrule most 
of their decisions. Even though local governments enjoy 
these limited powers, their activities are seriously constrained 
by small budgets and difficulties associated with collecting 
taxes and raising other forms of revenue. Instead, they re­
ceive most of their revenues from the central budget. 

Local governments, especially at the district and town 
levels, often lack the expertise and human resources needed 
to function effectively. Citizens regularly complain that 
their local executives cannot address their needs and that 
local civil servants lack adequate professional training to 
handle their duties. Members of the political opposition 
have also raised their voices against the incompetence and 
growing corruption among chinovniki (members of the 
state bureaucracy). The civil bureaucracy still remains 
unreformed, owing mainly to the scarcity of resources and 
the unwillingness of the central government to commit 
itself to this politically difficult issue. In addition, civil ser­
vants are expected to be loyal to the president and to sup­
port government policy. 

RULE OF LAW 
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Kyrgyzstan was among the first Central Asian republics to 
introduce a new post-Soviet Constitution. Although it has 
experienced major changes since its adoption in 1993, 
Kyrgyzstan's Constitution remains one of the most liberal 
in the region. In practice, though, the government has of­
ten been slow to uphold its basic rights and guarantees. 

In 1998, Kyrgyzstan undertook a major reform when 
it promulgated a new criminal code. The code had been 
developed with the assistance of international legal experts 
and contained provisions that brought some legal proce­
dures in line with Western standards. Under this law, the 
procurator, which is under the Ministry of Justice, oversees 
criminal proceedings and authorizes all searches, detentions, 
and arrests. In practice, though, the law is not vigorously 
implemented, and police and security forces sometimes de­
tain or search suspected individuals without proper autho­
rization. After the September 11 terrorist attacks on the 
United States, police and security officials threatened to use 
the increased threat of terrorism as an excuse to violate regu­
lar procedures. And, in fact, human rights activists and oth­
ers reported several cases of abuse against prisoners. The 
authorities, however, denied the accusations. 

By regional standards, Kyrgyzstan remains fairly liberal, 
especially in comparison with neighboring Uzbekistan. 
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Kyrgyzi.tan's Constitution guarantees basic rights, includ­
ing freedom of association, religion, expression, and move­
ment. It also guarantees citizenship to all Kyrgyz residents, 
regardless of their command of the state language or the 
length of their residency in the country, and provides for 
businei.s and private property rights. In fact, the country 
was among the first in the CIS to recognize the right to 
own, buy, and sell private land. 

Although the Constitution prohibits discrimination on 
the basis of sex, race, nationality, language, creed, and po­
litical conviction, human rights activists regularly point to 
violations of individuals' rights. Some of the most publi­
cized cases pertain to actions against independent jour­
nalists and mass media outlets, both of which are 
consistently subject to harassment through libel suits, other 
legal actions, tax audits, and accusations of financial im­
propriety. Journalists are not, however, subject to physical 
persecution. 

Women remain fairly active in Kyrgyzstan's political 
and economic life, even though the country's economic 
recession has affected them most. They were the first to 
lose their jobs during the initial years of the recession, 
and no mechanisms were in place to protect their rights 
in the workplace. Women also are underrepresented in 
Parliament (they hold only 5 out of 105 seats) and in 
local legislatures (they hold roughly one-quarter of all 
positions). There arc few women in executive positions 
in the government, in ministries, and in local administra­
tions. Women's organizations report that violence against 
women and underage and forced marriages are a serious 
problem in the country, particularly in remote areas. In 
large urban areas, law enforcement officials are taking 
the issue seriously. 

The government's record on minority rights is often 
mixed. Between 1991 and 2001, nearly half a million 
people left the country, and the portion of the popula­
tion made up by ethnic minorities declined from 47 per­
cent to about 34 percent. This mass emigration was 
generally attributed to the economic collapse of the early 
1990s, when almost 60 percent of industrial enterprises 
were permanently or temporarily closed and approxi­
mately 320,000 jobs were lost. 

In 2001, ethnic Kyrgyzs constituted 66 percent of 
the population; Uzbeks, 14 percent; Russians, 12 per­
cent; Ukrainians, 1.5 percent; Tatars, 1.3 percent; Ger­
mans, 0.3 percent; and others, 4.9 percent. In the same 
year, President Akayev announced a new policy dubbed 
"Kyrgyzstan is our common home," designed to discour­
age the emigration of educated and skilled non-Kyrgyz 
minorities. Parliament also approved a decree that made 
Russian an official language alongside the Turkic-based 
Kyrgyz. Kyrgyzstan is now the only country in the re­
gion that has adopted Russian as an official language. 
Nonetheless, non-Kyrgyz minorities still cite discrimina­
tion in hiring, promotion, education, and business as 
important reasons to migrate. 

In 2001, members of the Uigur minority, which tra­
ditionally has strong links with the Uigurs in Xingjiang, 
China, claimed that they faced repression for their al­
leged support of the Uigur Ozatlik Tashkhilaty, a Uigur 
separatist movement in Xingjiang. A year earlier, a Chi­
nese diplomat was killed and several were wounded at 
the entrance to the Dostuk Hotel in Bishkek. When law 
enforcement agencies accused some Uigur associations 
of providing shelter for terrorists, they arrested several 
Uigur activists and harassed Uigur associations and news­
papers . 

The Kyrgyz government generally tolerates the ac­
tivities ofreligious organizations and respects the consti· 
tutional guarantee of religious freedom. Although the 
majority of the population is Muslim, other religious 
groups, including the country's Christian and Jewish mi­
norities, can worship freely and openly. All religious 
groups must register with the Ministry of Justice. Some 
small religious groups, including the Baptists and the 
Seventh-Day Adventists, have reported difficulties in reg­
istering with the government. 

In 2001, the government continued to persecute the 
Hizb-ut-Tahrir, allegedly an Islamic fundamentalist move­
ment. According to official law enforcement reports, au­
thorities detained 117 members of this organization during 
the first eight months of the year. There were reports that 
after September 11, security forces raided the premises of 
several alleged supporters of the Hizb-ut-Tahrir and con· 
fiscated a large quantity of Islamic literature. 

The Constitution of Kyrgyzstan calls for an indepen­
dent judiciary and establishes the following courts: the 
Constitutional Court of the Kyrgyz Republic, the Su­
preme Court of the Kyrgyz Republic, the Higher Arbi­
tration Court of the Kyrgyz Republic, and local courts 
( oblast courts, the Bishkek city court, district and mu­
nicipal courts, courts of arbitration, and military courts). 
However, the president can directly influence justices and 
procurators since, under the Constitution, he has the 
authority to appoint and fire the procurator-general, 
deputy procurators-general, oblast procurators, the 
procurator of the city of Bishkek, and the military procu­
rator of the Kyrgyz Republic. He does so, however, with 
the consent of the Assembly of People's Representatives. 
During the 2000 election campaign, international and 
local observers complained that the judiciary was biased 
against opposition candidates and used its powers selec­
tively to harass potentially strong candidates such as 
Daniyar Usenov and Felix Kulov. 

At the same time, the government has made consid­
erable efforts to streamline the court system and to im­
prove professionalism among judges. Judges are now 
required to pass regular exams and to participate in re­
training so that they will stay familiar with constitutional 
and legal changes in the country. By law, all defendants 
have the right to counsel, and the state must provide them 
an attorney if they cannot afford one. However, some 



defendants have not received adequate representation 
because of a lack of funding for the judicial system and a 
shortage of qualified lawyers. There have also been re­
ports that judicial decisions are not always effectively 
enforced. 

Corruption 
1999-2000 

6.00 
2001 
6.00 

2002 
6.00 

Corruption is so widespread and pervasive that, as one 
Kyrgyzstani businessman declared, businessmen in the re­
public "face two disasters: bureaucrats and taxes." Sev­
eral factors have contributed to the rise of massive 
corruption. First, there was a general collapse of law and 
order after the disintegration of the Soviet state. Second, 
the state bureaucracy benefited most from the ill-con­
ceived mass privatization campaign of the early 1990s. 
Since many businesses and enterprises were acquired 
through dubious deals, the business community became 
extremely vulnerable to investigations by law enforcement 
agencies. State officials have regularly taken "cuts" from 
profits or shares in businesses in exchange for providing 
lzryshas, or the patronage of various businesses. Likewise, 
the collection of taxes remains erratic and open to abuse. 

Low salaries and lax observance of the law in the pub­
lic services also contribute to the problem. In 2001, av­
erage monthly salaries in the civil service ranged from 
2,000 to 6,000 soms ($42.50-$127). It is now common 
for civil servants to supplement their salaries with infor­
mal "taxes" and a sophisticated system of bribes. There 
have also been unconfirmed reports that illicit drug traf­
fickers from Afghanistan increasingly bribe their way 
through the Kyrgyz customs and border control system. 
Ordinary citizens and especially entrepreneurs experience 
a lack of respect for their property rights, increasing red 
tape, and corruption in their everyday life. 

With the help of international organizations, in the 
late 1990s the Kyrgyz government tried to address the 
issue of corruption by passing a law that prevents govern­
ment officials from participating in business activities. The 
law prohibits parliamentarians and government officials 
from using their public positions for private purposes. The 
law also obliges candidates for the legislature and elected 
state positions to disclose their incomes and private busi­
ness interests. However, in practice these legal and ethical 
standards are not observed. The country has a strong and 
deeply rooted tradition of patronage and an invisible web 
of patrimonial relations and loyalties. On May 15, 2001, 
the British newspaper The Guardian published an article 
entitled "Fi\'e-Star Headache: Hyatt Discovers the Pitfalls," 
in which a journalist reported that President Akayev's wife 
had taken a stake in a new Hyatt Hotel "in a show of 
support of the company." 
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In 1997 and 1998, the government launched major 
anticorruption campaigns and even suspended the imple­
mentation of the new stage of the privatization program 
in order to streamline legal and administrative procedures 
against corruption. In practice, though, the government 
implemented the campaign arbitrarily. In 1999 and again 
in 2000, Felix Kulov, the opposition candidate in the 
presidential election, faced criminal investigation over ac­
cusations of abuse of power and the improper acquisi­
tion of almost one million soms from commercial deals. 
Despite public protests and his pica of innocence, he was 
arrested, tried by a special military court, and sentenced 
to a lengthy term in prison. 

The business community and self-employed persons 
have complained that they arc unable to conduct legiti­
mate business and are forced to bribe dozens of officials 
from various regulating state agencies. They have also 
felt compelled to "voluntarily contribute" to state-initi­
ated campaigns and trapped in a labyrinth of unclear and 
contradicting laws. In October 2001, for instance, one 
businessman reported in an interview with a national 
newspaper that the taxation office had arbitrarily inspected 
his business nine times over a three-month period, claim­
ing that this had become a common means of extorting 
bribes. 

The mass media and NGOs receive numerous com­
plaints from Kyrgyz citizens who have been forced to pay 
bribes when they submit applications to public authori­
ties for passports, visas, business licenses, and other per­
mits. They also complain that the process of obtaining 
business licenses and approvals is too complex. However, 
the situation has improved slightly in privatized educa­
tional institutions and medical centers and in some pri­
vately run enterprises that provide services for a fixed 
fee. 

There is general recognition in the country that cor­
ruption and red tape undermine business confidence, keep 
foreign and local investors at bay, and force many busi­
nesses into the shadow economy. In November 2001, 
the Legislative Assembly adopted a draft Law on Simpli­
fied Taxation System of Small Entrepreneurship Subjects. 
The law is designed to simplify the taxation system and 
to provide greater protection for small businesses against 
arbitrary taxation and random inspections. Although some 
NGOs and independent mass media outlets try to ex­
pose corrupt practices and to provide anticorruption edu­
cation to the public, even widely publicized accusations 
rarely lead to investigations or crackdowns. 

In 1999, Transparency International ranked Kyrgyzstan 
87th out of 99 countries included in its Corruption Per­
ceptions Index. This ranking put Kyrgyzstan far behind 
China, Russia, and Kazakhstan. Transparency did not in­
clude the country in its 2000 and 2001 indexes. Anecdotal 
evidence suggests that while corruption is decreasing in the 
capital and major cities, it is a problem that continues to 
worsen in most other regions. 
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Economic recession, widespread poverty, a deteriorating so­
cial infrastructure, and unemployment will have long-lasting 
negative effects on Kyrgyzstan's ability to maintain political 
stability and to continue pursuing democratic and market­
oriented reforms. The most significant negative effect thus 
far has been declining support for democratic reforms. Most 
of the country's urban, middle-class intelligentsia, which in 
the early 1990s served as the main electoral base of demo­
cratic organizations, has lost its social status and been com­
pelled to struggle for survival. Many doctors, teachers, and 
professionals have either left their miserably paid jobs for small 
businesses and trade or immigrated to Russia and other coun­
tries. The business community, which has been burdened by 
the absence oflaw and order and disappointed by the inabil­
ity of legal and market institutions to function, has allied it­
self with the state bureaucracy. As a result, many are 
increasingly in favor of quick fixes and "strong hand" poli­
cies. The spread of poverty and economic inequality among 
rural populations could engender social unrest and support 
of radical militant organizations. 

In 2001, Kyrgyzstan experienced another year of eco­
nomic growth, despite signs of an economic recession in 
the United States and the conduct of a major war in neigh­
boring Afghanistan. This growth was prompted by the 
strong performance of the economies of China, Russia, 
Kazakhstan, and Uzbekistan, which arc Kyrgyzstan's most 
important trading partners. Cheaper prices for imported oil 
also contributed to the economic expansion . 

In 2001, the national economy grew at an annual rate 
ofaround 7 percent, up from 5 percent in 2000. This growth 
was narrowly based on the extraction and export of natural 
resources, namely gold. There was also good news in the 
oil extracting sector, where, according to official reports, 
the country met its target of extracting 80,000 tons of oil. 
Although this was not enough oil to warrant the use of 
Kyrgyzstan's local oil refinery capacity, it was a positive sign 
for a country that wants to reduce its overwhelming depen­
dence on oil imports, mainly from Russia and Kazakhstan. 

The Kyrgyz Petroleum Company has decided to invest $40 
million over the next tcw years in drilling for new oil fields . 

A 12.3 percent increase in agricultural production also 
contributed significantly to growth in 2001. This impor­
tant sector of the Kyrgyz economy, which employs a rapidly 
growing rural population, especially in the southern Dzalal­
Ab:id and Osh oblasts, has registered growth across all types 
of production. Grain harvests rose by 20 percent, vegetable 
harvests by 10 percent, and wool production by 3 percent. 
However, tobacco production fell by 33 percent owing to 
the previous year's oversupply and to low prices on the in­
ternational market. When Parliament's decision to lift a five­
year moratorium on private land sales came into effect in 
September 2001, Kyrgyzstan became the first country in 
Central Asia to permit the purchase and sale of land. 

ln a bid to attract more visitors to Kyrgyzstan, espe­
cially to the country's main holiday attraction, Lake Issyk­
Kul, the government declared 200 l a year of tourism. 
During the Soviet period, tourism was an important sector 
of the national economy. Thousands of visitors arrived ev­
ery summer from Russia and neighboring Kazakhstan and 
Uzbekistan and provided an important source of work and 
income for the local population. During the 1990s, though, 
the number of tourists to Kyrgyzstan fell sharply owing to 
the decline in living standards in the CIS countries and the 
low quality of services offered at Kyrgyzstan's tourist re­
sorts. In declaring 2001 a year of tourism, the government 
promised tax holidays, simplified the visa regime, offered 
better security for travelers, and provided other forms of 
support to private and public enterprises in the tourism in­
dustry. Although the government's plan halted the decline 
in this sector, it did not result in a significant increase in 
visitors to the country. 

Inflation was under control and estimated at 9 percent 
in 2001-the lowest in the last 10 years and down from 18 
percent in 2000. The exchange rate also remained stable, 
fluctuating between 47.78 and 49.3 soms per U.S. dollar. 
According to the Kyrgyz National Statistical Committee, 
exports increased by about 10 percent, and Kyrgyzstan 
managed to achieve a trade surplus. Foreign debt remained 
at $1.4 billion in 2001, and the government was able to 
repay or renegotiate its debt obligations. 

In September 2001, the government successfully ne­
gotiated a new $90 million poverty reduction program with 
the IMF. At the same time, the EU allocated $5 million for 
a food security program, and the World Bank set aside $15 
million for rehabilitation of the country's water supply sys­
tem. The Kyrgyz National Statistical Committee reported 
that Kyrgyzstan's economy attracted 6,050 million soms 
($126 million ) in investment between January and Octo­
ber 2001. This amount was 18.7 percent less than in the 
same period in 2000. 

The banking sector, however, continued to suffer from 
mismanagement and corruption during the period covered 
by this report. In June 2001, the National Bank declared 
that one of the country's five largest banks, the commercial 



Kurulush Bank, had gone bankrupt. It lost almost 19 .5 
million soms (around $405,000). The National Bank put 
four smaller banks under special administration: the 
KyrgyzKramds Bank, the Akylinvest Bank, the Asia Univer­
sal Bank, and the Insan Bank. Economic difficulties in Tur­
key also forced the liquidation of a large branch of a Turkish 
bank in Kyrgyzstan. As a result, public trust in the local 
banking system remains low, and individuals arc redirecting 
their savings and investments into consumption. 

In October 2001, Sadriddin Dzhicnbekov, the chair­
man of the State Property and Investments Committee, 
announced that to date, 68.6 percent of formerly state-con­
trolled properties had been privatized. The government 
succeeded in pushing its privatization plan for 2002 and 
2003 through Parliament. The plan includes the partial 
privatization of Kyrgyzenergo, the state energy monopoly 
that the IMF has been pushing Kyrgyzstan to break up for 
years. Nevertheless, many experts in Kyrgyzstan have pub­
licly questioned the wisdom of the plan. In another devel­
opment, in late November 2001, the KABAR news agenC}' 
reported that the legislature had approved a draft law "on a 
simplified taxation system of small entrepreneurship sub­
jects." If promulgated, the law would reduce the standard 
income tax rate to between 10 and 20 percent. 

Although Kyrgyzstan has been considered a star eco­
nomic reformer, its economic recover}' has been slow to 
arrive. The government has accepted a package of struc­
tural reforms designed by the World Bank and the IMF and 
has received significant multilateral and bilateral economic 
assistance (one of the highest in the CIS in per capita terms). 
However, the Kyrgyz economy sustained a much deeper 
decline in GDP in the 1990s compared to that of other 
Central Asian Republics, and the country became the sec­
ond poorest in the region in per capita GNP terms (ahead 
only of Tajikistan). Although Kyrgyzstan has liberalized its 
economy more than any other Central Asian republic, an 
inadequate legal infrastructure, corruption, and weak insti­
tutions have negatively affected the country's economic 
development. In addition, the country has experienced eco­
nomic stagnation (especially outside the capital), a declin­
ing standard ofliving, and rising social inequality. 

The regional disparities in economic development are 
large. The capital, Bishkek, and the Chui oblast attract al­
most 70 percent of all investments and offer substantially 
higher salaries for skilled workers. Meanwhile, many areas 
in Naryn, Talas, and the traditionally prosperous Dzalal­
Abad and Osh oblasts are struggling not only for foreign 
investment, but also for state support of their shrinking 
agricultural and collapsing industrial sectors. Unemployment 
in the remote southern and eastern areas of the republic has 
been twice and sometimes three times higher than the na­
tional average. All told, this disparity has reinforced a de­
cades-long divide between traditionalist rural Kyrgyz and 
their Russified, or Westernized, urban compatriots. 

The process of economic stabilization has made the dis­
parity between the poorest and richest groups in society 
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especially visible. Widely promised economic recovery came 
slowly, and only a few people have benefited from foreign 
investment. While the fortunate, so-called new Kyrgyz drive 
BMWs and Mercedes-Benz sedans, more than half of the 
population lives below the national poverty line. There is 
also an increasing discrepancy between standards of living 
in urban and rural areas of the country. 

Since electricity, gas, and clean water supplies are more 
readily available in urban areas, large cities, especially the 
capital, offer residents a better quality oflifc than they can 
find in rural parts of the country. Nonetheless, even in ma­
jor cities, significant segments of the population live in squa­
lor and do not enjoy regular access to electricity, health care, 
and even clean drinking water. Rural populations typically 
live in villages where rapidly aging and poorly maintained 
infrastructures have created shortages in electricity and gas 
supplies. This disparity is reflected in the national distribu­
tion of income. The wealthiest 20 percent of society con­
trol 47 .4 percent of the wealth, while the poorest 20 percent 
of the society control only 6.3 percent of the wealth. 

Official statistics show that unemployment is in decline 
and is now just below 3 percent, or down from 59 ,000 people 
in 2000 to only 39,000 in 2001. However, local experts put 
the jobless rate at between 20 and 25 percent. They also 
insist that in remote rural areas, the rate may be as high as 
25-30 percent if short-term and seasonal employment is ex­
duded from the calculation. In 2001, the World Bank sud­
denly revised its figures and estimated that around 52 percent 
of the Kyrgyz population lives below the national poverty 
line, down from 64 percent for 2000. In this environment, 
many people have found that the only way they can survive is 
by shifting their business activity into the shadow economy. 
Although there are no reliable local studies on the size of the 
shadow economy, the Economist Intelligence Unit estimates 
that it may account for as much as 40 percent of GDP. Un­
fortunately, the shadows can be very dark: reports suggest 
that Kyrgyzstan is increasingly involved in the production of 
drugs and is now one of the major routes for illicit drug 
trafficking from Afghanistan. 

The average monthly wage in Kyrgyzstan is around 
1,323 soms ($27), an amount equivalent to approximately 
20 percent of wages in Russia or 25 percent of wages in 
Kazakhstan. In 2001, the United Nations Development 
Program's Human Development Index ranked Kyrgyzstan 
92nd out of 162 countries, behind nearly every former So­
viet republic except Moldova, Uzbekistan, and Tajikistan. 
According to the Ministry of Foreign Affairs, Kyrgyzstan's 
citizens regularly travel to other CIS countries in search of 
seasonal jobs. The emigration of the so-called Russian-speak­
ing population almost tripled in 2000 and 2001. 

Kyrgyzstan has experienced considerable decline in two 
important areas: public education and health services. The 
government claims that both the literacy rate and enroll­
ment in primary schools are around 97 percent. The coun­
try also has more than 60,000 students enrolled in tertiary 
institutions of learning. However, anecdotal evidence sug-
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gests that the quality of schooling has deteriorated at all 
kvcls, especially in rural areas in the southern provinces, as 
more children ha\'e had to interrupt their education in or· 
der to support family businesses. Likewise, many qualified 
teachers have left education for better-paying jobs. Short· 
ages of electricity and gas have also forced many schools to 
close during the winter months. Functional illiterat)' is grow­
ing rapidly among young people and adults who were un­
able to receive a proper education. 

Since the early 1990s, Kyrgyzstan has also experienced a 
serious decline in public health expenditures. As a result, the 
quality of public health services has declined, and many hos­
pitals have either dosed, scaled back their services, or been 
privatized. To supplement low budgets and low, and often 
delayed, wages, public hospitals have been forced to charge 
patients for medications, hospital admissions, and even op· 

erations. However, owing to the protracted economic reces­
sion, many ordinary citizens arc unable to afford medical ser­
vices, and reports suggest that the number of cases of 
tuberculosis, HIV, and other diseases is on the rise. Infant 
mortality has also risen to 26.l per 1,000 live births ( 1999). 
The government, though unable to increase funding, has tried 
to reform the public health system. In 1997, for example, it 
established a supplemental Medical Insurance Fund. To date, 
though, the reforms have not been completed. 

Rnfis F. Abazo11 is n J1isiti1llf scholar at the Harriman Insti­
tttte, Columbia Unipe1·sity. He is the author of several studies 
on economic and political transition and security issues in the 
Central Asian 1·epttblics and a co-author of the forthcoming 
Historical Dictionary of Kyrgyzstan {.fchedttlcd fo1· publica­
tion in 2003). 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 2.15 2.15 1' 2.06 1' 1.94 1.94 

Rule of Law na na 2.75 2.75 ,J, 2.88 

Economic Liberalization 2.50 2.50 2.50 2.50 1' 2.33 
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1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 1,778.5 2,070.5 2,293.2 2,494.0 2,799.1 3,019.4 3,248.8 

Real GDP growth (%change) -0.8 3.3 8.6 3.9 1.1 6.6 6.5 

Inflation rate 25.0 17.6 8.4 4.7 2.4 2.8 2.4 

Exports ( $ millions) 1,368.0 1,488.0 1,838.0 2,011.0 1,889.0 2,058.0 2,223.0 

Imports($ millions) 1,947.0 2,286.0 2,686.0 3,141.0 2,916.0 3,116.0 3,428.0 

Foreign Direct Investment($ millions) 245.0 379.0 515.0 303.0 331.0 398.0 300.0 

Unemployment rate 18.1 19.4 14.8 14.0 13.5 13.2 13.1 

Life Expectancy (years) 66.8 69.3 69.9 69.7 70.4 70.4 71.0 



INTRODUCTION 

L tvia's political .md economic reforms during the past 
decade have centered on the goal of joining the Eu­
ropean Union and NATO, and the government has 

used the accession criteria of these institutions to guide the 
process. Latvia officially applied for membership in the EU 
in 1995 and started active accession talks in 2000. By the 
end of 200 l, Latvia had completed 22 out of the 31 chap­
ters in its EU membership negotiations. Every post-Soviet 
Latvian government has aspired to both EU and NATO 
membership. 

One of the key issues in Latvian politics since the resto­
ration of independence in 1991 has been the status of na­
tional minorities. At present, noncitizen residents account 
for approximately 25 percent of the country's population. 
Of these, some 40 percent want to live in the country with­
out becoming Latvian citizens. The ethnic Russian popula­
tion has not posed a threat to political stability, and the 
government has granted citizenship to many residents 
through naturalization and has also promoted social inte­
gration. There have been several encouraging developments 
in this area. In addition to making further progress in inte­
grating noncitizens, Latvia continues to fulfill all OSCE rec­
ommendations regarding citizenship and naturalization. 
However, the government needs to ensure that the imple­
mentation of existing language legislation takes place in a 
way that fully respects the OSCE's principles of propor­
tionality and justified public interest. 

Reports by international organizations have identified 
corruption as a serious problem. For example, the Euro­
pean Commission has noted that corruption in Latvia is 
"exacerbated by low salaries in the public sector and exten­
sive use of bureaucratic controls in the economy." The World 
Bank says that the Latvian economy is "highly concentrated, 
political parties are closely aligned with economic interests 
and the country's position on east-west trade and energy 
transit routes exposes it to strong corruption pressures." 
The Bank points to the prevalence of what it calls state cap­
ture, whereby companies and individuals make illegal pay­
ments in order to get around laws and government decrees. 

In 2001, Latvia continued to fulfill the political criteria 
for EU and NATO membership, and its overall record in 
strengthening democratic institutions, respecting the rule 
oflaw, and protecting human rights improved compared to 
2000. Free and fair local elections in 2001 brought center­
left parties to power in a majority of local municipalities, 
including the capital city of Riga. Although this outcome 
suggests that center-right parties have lost significant sup­
port for their economic reform agenda, the center-left par­
ties have not signaled that they oppose Latvia's pro-EU 
policy, therefore making it unlikely that they will slow the 
accession process if they gain power at the national level . 

The political system was generally stable in 2001, as 
evidenced by the continued commitment of all major par-
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tie~ to the country's constitutional system, the lack of any 
violence based on ethnicity, and Latvia's continued pro­
Western fr>reign policy. Latvia sees its integration into West­
ern Europe as a guarantee of its economic development and 
political security. To be accepted for EU membership, how­
ever, Latvia must continue adapting its legislation and po­
litical system to EU standards. The main areas of concern 
include shortcomings in the rule of law and the country's 
weak public administration system. No accession date has 
been set, and the timing depends largely on Latvia's ability 
to overcome these problems and continue carrying out eco­
nomic reforms. 

The high level of public trust in President Vaira Vike­
Freiberga has been a stabilizing factor in Latvian politics. 
However, the president has little impact on economic policy. 
Moreover, several political problems hamper Latvia's abil­
ity to carry out deeper reforms. These include frequent 
changes of government, widespread corruption, public mis­
trust of political institutions, and sporadic conflicts between 
Parliament and the judiciary. 

Latvia's economy grew by 6.6 percent in 2000, its stron­
gest annual rate of growth since the restoration of indepen­
dence. In the first half of2001, with economic performance 
in the EU area deteriorating, Latvia's gross domestic prod­
uct (GDP) growth slowed. However, the economy was 
buoyed somewhat by continued solid demand for Latvian 
exports in Russia and other post-Soviet countries. 
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The most recent national legislative elections took place on 
October 3, 1998. The center-right People's Party won a 
plurality with 24 seats. However, it was excluded from a 
new minority government that consisted of the center-right 
party Latvia's Way, the For Fatherland and Freedom/LNNK 
party, and the center-left New Party. The coalition enjoyed 
the tacit support of the center-left Alliance of Social Demo­
crats. Overall, 6 of the 21 parties and factions contesting 
the elections for the 100-member Saeima (Parliament) won 
seats. International organizations, including the OSCE, 
declared that the elections had been conducted freely and 
fairly. Members of Parliament are elected for four-year terms 
by proportional representation. In order to win representa­
tion, a party must receive at least 5 percent of the total 
votes cast in the election. 

On May 5, 2000, Latvia's Parliament voted to support a 
new government headed by Andris Berzins. His center-right 
coalition government includes four parties: tl1e People's Party, 
For Fatherland and Freedom/LNNK, Latvia's Way, and t11e 
smaller New Party. The People's Party was founded in 1998 
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as a conservative vehicle for the political aspirations of 
Andris Skele, a frmncr prime minister who previously had 
no party affiliation. Skele is also a former owner of a major 
food industry group, Ave Lat. for Fatherland and free ­
dom/LNNK is a traditionally nationalist but increasingly 
moderate party whose ideology currently is not clear. 
Latvia's Way has been a part of every government since its 
establishment in 1993. The party nominally pursues a lib­
eral agenda. Because rhe present government has an abso­
lute majority in Parliament, the center-left opposition 
parties have little influence in the decision-making pro­
cess. The government has enjoyed a relatively long tenure 
by Latvian standards, having been in office for more than 
a year and a half. 

The most radical change to Latvia's political scene in 
2001 occurred in the March municipal elections in which 
left-wing parties gained a majority of scats in the capital 
city of Riga. Social democratic parties won 14 out of the 
municipality's 60 scats while the ethnic Russian-dominated 
For Human Rights in United Latvia union took 13. The 
results provided a clear sign that, at least in some areas, 
center-right parties have lost support. These parties will 
face their next big challenge in the parliamentary elections 
scheduled for October 2002. 

Privatization is high on the political agendas of most 
parties. The downside of this has been that privatization­
related decisions have been decisive in the rise and fall of 
some government coalitions. Moreover, the interests of 
major business groups in the privatization process have 
reportedly been influencing Latvian politics. Major par­
ties get most of their revenues from donations by big busi­
nesses, a situation that makes them to some extent 
dependent on these businesses. There has been some de-

bate over whether the govcrn1111:nt should provide financ­
ing for political parties in an effort tu reverse this trend, 
although no decisions have been made. 

According to the Constitution, Parliament elects the 
president by secret ballot to a four-year term. Any person 
who enjoys full citizenship rights and is at least 40 years 
old may be elected president. In the most recent presiden­
tial elections, on June 17, 1999, Vaira Vike-Freiberga re­
ceived 53 out of l 00 votes in Parliament and became 
Latvia's first female president. Parliament elected the presi­
dent according to the requirements and procedures set 
forth in the Constitution. Other European governments 
and the U.S. State Department welcomed the results. 

A scientist, Vike-Frciberga had spent most of her life 
in Canada before returning to Latvia in 1998. She is a 
member of the Canadian Academy of Science. Her elec­
tion was greeted with broad popular support, and her ac­
tivities in office have earned her international praise. 
President Vike-Frcibcrga has vigorously supported Latvia's 
accession to the European Union and NATO. Public opin­
ion surveys show Vike-Freiberga to be the most popular 
politician in Latvia. Nevertheless, the president's formal 
powers are limited. 

At the national level, voter turnout increased between 
the late 1980s and early 1990s but then decreased in the 
mid- l 990s. Electoral participation reached its highest level 
with elections to the Fifth Saeima in 1993, when 90 per­
cent of eligible voters cast ballots. It decreased to 72 per­
cent in both the Sixth and Seventh Saeima elections. 
Participation in local government elections has declined 
from 78 percent in 1989 to 63 percent in 1994 and 57 
percent in 1997. In the 200 l local elections, voter turn­
out reached 60 percent. 

Table 1. Ethnic Breakdown of Latvian Population 

Ethnic Group Citizens Noncitizens Aliens Total % Population 
Latvians 1,361,226 3,282 782 1,365,290 58.1 
Lithuanians 16,151 15,477 1,177 32,805 1.4 
Estonians 1,462 905 293 2,660 0.1 
Belarusians 24,107 68,598 1,557 94,262 4.0 
Russians 311,076 357,198 18,931 687,205 29.3 
Ukrainians 8,420 50,008 3,412 61,840 2.6 
Poles 39,785 18,532 394 58,711 2.5 
Jews 5,768 3,718 314 9,800 0.4 
Others 1,979 17,029 3,887 36,895 1.6 
Total 1,783,974 534,747 30,747 2,349,468 100.0 

Source: Board for Citizenship and Migration Affairs, July l, 2001 



The relatively low turnout in mo~t recent elections 
has been attributed to the public's diminishing confidence 
in political leaders and increasing political alienation in 
the face of the difficulties associated with economic n::­
forms . l n addition, noncitizens, who constitute approxi · 
mately 25 percent of Latvia's population, have been 
unable to participate in either national or local elections. 
According to estimates by Amis Cimdars, the head of 
the Central Election Committee, approximately 60 per­
cent of eligible female voters participated in the last par­
liamentary election!> m 1998. 

Latvia's electoral system is multiparty-bascd at all lev­
els. In the March 200 I local elections, 13 parties won 
seats on the Riga City Council. Of the 21 parties and 
factions that participated in the October 1998 national 
elections, six gained representation in Parliament. The 
diversity of parties at different level~ of government has 
often made it difficult to reach consensus on issues. Mem­
bers of the coalition government, for example, hold dif­
fering views on privatization , social integration, and the 
alignment of Latvian laws with those of Western Euro­
pean countries. Disagreements of this kind have in some 
cases prevented important decisions from being made or 
delayed the adoption of legislation, most notably in the 
area of privatization. 

As of November 2001, there were 48 political par­
ties were registered in Latvia. The Law on Registering 
Public Organizations was amended in late 1993 to bar 
registration of Communist, Nazi, or other organizations 
that would act in contravention of the Constitution. Al­
though Latvia experiences frequent changes of govern­
ment, political parties arc reasonably well established . 
Most major parties have fairly well defined social bases . 
Another indicator of Latvia's political stability is the in­
significant influence wielded by right- and left-wing ex­
tremist forces. 

According to Baltic Data House, approximately three 
percent of respondents to a survey indicated that they 
belonged to a political party or movement in 2001. Most 
parties are active only for brief periodi. during electoral 
campaigns. Noncitizens arc prohibited from forming po­
litical organizations but are allowed to join existing par­
ties. According to the Latvian National Bureau of Human 
Rights, women make up 5 percent of party leaders and 
constituted 26.64 percent of the 1998 election candi ­
dates . Since party membership is not always accurately 
registered and the data are not always publicly available, 
it is impossible to determine the proportion of party 
members who are women. 

Ethnic minorities make up 99 percent of Latvia's non­
citizen population . As such, the political involvement of 
ethnic minorities is limited. Latvian citizens who are eth­
nic minorities enjoy the same political rights as majority 
ethnic Latvians. 
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An increasing number of NGO~ have registered in Latvia in 
recent years. The total number of NGOs registered with 
the Ministry ofJ ustice rose from l ,676 in 1995 to 4,500 in 
2001. These include cultural, professional, business, social, 
charitable, and women's organizations. However, accord­
ing to the NGO Center of Latvia, only about 750 of these 
organizations were truly active in 2001 . 

Likewise, only a small segment of the population is ac­
tually involved in NGO activities. According to the Baltic 
Data House survey for 2001, nine percent of Latvians and 
two percent of non-Latvians belong to NGOs. The NGO 
Center estimates that only 0.5 to 3.0 percent of Latvians 
are active in private voluntary efforts. The Center also re­
port~ that approximately 70 percent of NGO activists are 
women Two of the largest and most active women's orga­
nizations are the Latvian Association of Business and Pro­
fessionally Educated Women, and the Women's Business 
Club. Both organizations have around 100 members. Ap­
proximately 30 minority culture societies play an active role 
in social and political processes. 

The three largest religious faiths are Catholicism, 
Lutheranism, and Orthodoxy. Precise statistics for each de­
nomination on the number of adherents arc not available. 
Sizeable religious minorities include Baptists and various 
evangelical Protestant groups. The country's once sizable 
Jewish community, which was largely decimated during the 
Holocaust, now totals only 6,000 people. 

As of August 2001, the Ministry of Justice had regis­
tered more than 1,000 religious congregations. This total 
includes: Lutheran, 302; Roman Catholic, 243; Orthodox, 
112; and Baptist, 85 . Popular interest in religion has in­
creased in recent years, and churches have provided the fol­
lowing estimates of their membership: Lutheran, 400,000; 
Roman Catholic, 500,000; and Orthodox, 190,000. The 
Orthodox are mainly Russian speakers and other nonciti­
zcns living in the major cities, while the majority of Catho­
lics live in the east. Although the government does not 
require the registration of religious groups, the Law on 
Religious Organizations accords registered religious orga­
nizations certain rights and privileges, such as status as a 
separate legal entity that can own property as well as tax 
benefits for donors. Religious groups play a significant role 
in charitable activity. They also have established the Reli­
gions Consultative Council, which meets on an ad hoc ba­
sis and serves as a forum to discuss matters of common 
concern between religious groups and the state. 

The primary laws that regulate the work of NGOs in 
Latvia arc: the Law on Nonprofit Organizations, which 
was passed in 1991 and amended in 1993; the 1992 Law 
on Social Organizations and their Associations; and the 
Law on the Income of Enterprises. The Law on Social 
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Organizations and their Associations addresses general 
conditions fi->r the establishment and operation of all so­
cial organizations. Under the law, groups often or more 
people who Juve united to pursue nonprofit goals may 
establish social organizations. Social organizations can 
conduct entrepreneurial and other activities, establish 
companies and enterprises, and obtain stocks or shares in 
these companies in pursuit of their goals. Profits gained 
from the organization's business activities must be put 
towards the organization's statutory goals and cannot be 
distributed among its members. To enroll with the Reg­
ister of Companies, an NGO must present a charter, pro­
tocols, verification of legal address, and a registration 
application. The state registration fee is 2 5 lats ( approxi­
mately $40) for social organizations and 100 lats for non­
profit organizations. 

According to a report by the Soros Foundation, one of 
the leading obstacles confronting NGOs in the Baltic states 
is their Jack of management and organizational skills. NGOs 
are, however, financially viable. According to a report by 
the NGO Center, the main sources of income for NGOs in 
Latvia are membership fees, donations from enterprises and 
firms, private donations, foreign donations, local govern­
ment funds, fees for services, income from the organiza­
tions' activities, and state budget funds. 

Businesses may deduct up to 85 percent of the value of 
their donations to certain foundations and associations, pro­
vided that their deductions do not exceed 20 percent of 
their total taxable income. There is generally no difference 
in the tax policies applied to social organizations and for­
profit enterprises. Social organizations pay income and so­
cial taxes, but there are some exceptions for charities. NGOs 
receive funding from both domestic and foreign sources; 
however, most active organizations are financed by foreign 
or international sources. 

Foundations and associations, to which businesses may 
make deductible contributions, have complied each year with 
a complicated government filing and newspaper publica­
tion regimen. NGOs have the legal right to take part in 
state procurement programs. 

The government has demonstrated a willingness to 
engage in dialogue with NGOs. According to the NGO 
Center report, in Riga, 82 percent of NGOs enjoy some 
form of cooperation with national and local governments 
and 31 percent include representatives of national and local 
governments in management structures. The media com­
monly cover broadly the views of NGO activists, often pre­
senting their views as counterweights to official positions. 
NGO activities as such are also common media topics. One 
of the most active NGOs in 2001 was Transparency 
lnternational's regional branch in Latvia, known as Deina. 

The Constitution guarantees the right to strike, and 
the Law on Trade Unions mandates that workers, other 
than uniformed soldiers, have the right to form and join 
labor unions of their own choosing. The law bans the dis­
missal of workers who stage strikes, but the government 

has not effectively enforced the J.nv. Labor unions may bar­
gain collectively and are largely free of government inter­
ference in their negotiations with employers. Although the 
law prohibits discrimination against union members and 
organizers, some emerging private sector businesses have 
threatened to fire union members. In general, the trade 
union movement is undeveloped and still in transition from 
a socialist to a free-market model. The lack of a compre­
hensive union register makes it difficult to estimate what 
proportion of the workforce is unionized. 

The Constitution guarantees the right of citizens to 
establish political parties. The government may not legally 
prohibit public gatherings. Public meetings and political 
demonstrations routinely take place without government 
interference. 

Politically active interest groups include organizations 
representing businessmen, students, teachers, doctors, non­
Latvian residents, and pensioners. Students, pensioners, and 
teachers were particularly active in promoting their inter­
ests in 2001. The European Movement in Latvia and Trans­
parency lnternational's Latvian chapter are particularly active 
interest groups. 

According to the Soros Foundation, public policy re­
search institutes have a relatively limited effect on the po­
litical process in Latvia. This is in part due to weaknesses in 
both the capacity of local research institutions and their 
networking efforts. To promote public policy research, the 
Soros Foundation provided special grants in 2001 for the 
development of research institutes. 

By law and generally in practice, the education system 
in Latvia is free of political influence and propaganda. Soon 
after the restoration of independence, Latvia developed a 
broad system of state-funded minority language education 
that retains Soviet-era schools with Russian language in­
struction. However, according to the 1998 Law on Educa­
tion, after 2004 all public secondary and vocational 
education must be in Latvian only. Russian-speaking resi­
dents interpret this policy as a form of political pressure. 
Approximately 20 percent of universities are private, and 
this proportion has been increasing. 
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Latvian mass media effectively exercise their freedom of 
expression. According to Freedom House's An11ttal S111·-
11ey of Press Freedom, Latvia was rated "Free" in 1991, 
"Partly Free" in 1992 and 1993, and "Free" between 1994 
and 2001. 

Latvia has two state-owned television networks, LTV-
1 and LTV-2, and nine major privately owned stations. 
The private Latvian Independent Television has almost 
twice as many viewers as LTV-1, its nearest competitor. 



Satellite television has a roughly ten percent share of the 
viewing market. There are also numerous independently 
owned cable channels. 

Latvia has a large number of independent radio out­
lets, which broadcast in both Russian and Latvian. Ap­
proximately ten privately owned radio stations operate in 
Riga. The major public radio stations are Latvijas Radio 1, 
which has the greatest number of weekly listeners, Latvijas 
Radio 2, and Latvijas Radio 3. 

Most newspapers and magazines are privately owned. 
The most popular daily papers are Diena (circulation 
70,000) and Lauktt A11ize (65,000), both of which are pub­
lished in Latvian, and Panomma Lat11ii ( 15,000), which 
is published in Russian. The state publishes the weekly 
Likmna Vm·da, as well as Latvijas Vcstncsis, which appears 
four times each week. All major cities have their own pri­
vate newspapers. 

In 2001, television accounted for 45 percent of me­
dia advertising, followed by newspapers at 33 percent; 
outdoor venues and other categories, 10 percent; radio, 
6 percent; and magazines, 4 percent. Private companies 
such as Latvijas Preses Apvieniba, Narvesen, and Diena 
control the distribution system for newspapers. The postal 
service represents the only state-owned media distribu­
tion network. 

In general, the government respects freedom of speech 
and the press. Newspapers published in both Latvian and 
Russian feature criticism of the government and a wide 
range of political viewpoints. After an influential economic 
group in the port city ofVentspils purchased a media group 
that included the Preses Nams publishing house and sev­
eral daily newspapers, the owners' political and economic 
interests apparently influenced news coverage by the 
group's media outlets. 

The Constitution guarantees each person the rights 
to freely acquire and disseminate information and express 
his or her views. Censorship is prohibited by the Consti­
tution. The penalties are the same for both private and 
public officials. There are no legal penalties for "irrespon­
sible" journalism. 

The sole journalist's association is the Latvian Jour­
nalist Union, whose activities and impact have been lim­
ited. The union has 500 registered members, of which 350 
are considered to be active. Women make up approximately 
50 percent of its membership. 

According to the RIPE Network Coordination Cen­
ter, which serves as an Internet registry for Europe, there 
are 68 Internet-connected computers for every 10,000 
people in Latvia, or approximately 17 ,000 Internet-con­
nected computers for a total population of about 2.4 mil­
lion people. In 2001, approximately 140,000 persons, or 
about 6 percent of the total population, used the Internet 
on a regular basis. Major television and radio stations and 
newspapers maintain their own Web sites. With the excep­
tion of financial constraints, there are no restrictions on 
Internet access for private citizens. 
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Governance and Public Administration 
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The Latvian Constitution establishes a parliamentary sys­
tem that encompasses both a structural division and a sys­
tem of checks and balances between legislative and executive 
authority. Parliament adopts laws, but both the president 
and the cabinet of minbters may submit bills. The president 
also enforces laws and can veto parliamentary legislation. 
Parliament can override a presidential veto with a repeated 
affirmative vote on the bill. Moreover, in periods between 
parliamentary sessions, the cabinet of ministers can adopt 
regulations that have the force oflaw. Parliament may can­
cel these during its next session. Both constitutionally and 
in practice, Parliament is the country's effective rule-mak­
ing institution. 

The executive and legislative bodies generally operate 
openly and with transparency. Since early 2000, all bills or 
draft regulations being considered by Parliament and by the 
cabinet of ministers have been posted on the Internet. Parlia­
ment has adopted a classified information law that is consis­
tent with international standards and practices. Adopted in 
1998, the Information Openness Law states that all informa­
tion in the possession of state and local government adminis­
trative institutions, including draft legislation, must be made 
available to the public, unless the law provides for an excep­
tion. Cases have been reported, however, of institutions re­
fusing to implement the law and denying access to requested 
information. All laws are published in a government newspa­
per that is available to the general public. 

Power was quickly decentralized after Latvia's decla­
ration of independence in 1990. Local governments es­
sentially handle functions catering to local needs and 
conditions and for which local authorities can establish 
procedures and funding. Latvia's system of local govern­
ment includes 586 local units that are divided into two 
levels. At the highest level are the 26 rajoni (districts) and 
the 7 largest cities (Riga, Daugavpils, Jelgava, J urmala, 
Liepaja, Rezekne, and Ventspils). At the second level are 
68 smaller towns, 481 pagasts (small rural districts), and 
two noMdi (larger rural districts). In 1999, the govern­
ment proposed administrative reforms that included the 
transformation of the districts into nine larger units. There 
has been widespread public debate over the proposal, but 
no final decision has been taken. 

Local authorities are responsible for territorial planning, 
regional and local roads, public transport, housing and com­
munity subsidies, primary and secondary education, social 
services, and primary and secondary health care. Latvia has 
enacted laws giving local governments, particularly munici­
palities, substantial authority and allowing them to func­
tion independently. Local governments can pass their own 
legislation, provided that it does not conflict with laws passed 
by Parliament. 
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Subnational officials arc chosen in free and fair elec­
tions. Latvian citizens residing outside the country have the 
right to vote in local elections. However, noncitizen resi­
dents of Latvia arc barred from voting in local elections. 
The country's 600,000 noncitizen residents, most of whom 
arc Russian-speaking, arc therefore cffi:ctivcly prevented 
from participating directly in local politics. 

Local assemblies elect the country's mayors. In Lat'via 's 
most recent local elections, on March 11, 2001, 12,000 
candidates competed for 4,445 scats in 77 city and 489 dis­
trict councils. The Social Democratic Party (LSDP) and For 
Human Rights in United Latvia, both of which arc opposi­
tion parties in Parliament, won an upset victory over the 
country's ruling coalition. Voter turnout was 60 percent. 
Since May 200 I, the mayor of Riga has been Gundars Bojars, 
who represents the L'iDP. The center-left parties have not 
called for major shifts in Latvia's orientation toward the 
European Union. Russian-speaking citizens play an increas­
ingly important role in the political process and tend to 
vote for the left-wing parties. 

In general, local governments do not have sufficient 
financial resources to adequately carry out their duties. In 
recent years, various administrative reforms have sharply 
reduced the revenues of local governments, while at the 
same time allocating more functions to local authorities. 

The State Civil Service Law increased the number of 
state employees who are considered civil servants. It also 
requires all civil servants to have completed higher educa­
tion. The latter provision is aimed at improving the compe­
tence and professionalism of the civil service. In addition, 
the law allows ministers to dismiss civil servants who violate 
laws and regulations or fail to fulfill their duties in a satisfac­
tory mannr.:r. Although the possibility of dismissal may 
strengthen accountability among civil servants, it also in­
creases the potential for excessive political intertcrence in 
the bureaucracy. Civil servants also have a duty to refuse to 
obey illegal orders from superiors. Because of Latvian lan­
guage requirements, Russian speakers only make up about 
ten percent of all civil servants. 

RULE OF LAW 
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The Sat11crs111e( Constitution) was adopted on February 15, 
1922. It was fully reinstituted on July 6, 1993, when the 
Fifth Saeima was elected. In 1996, Parliament adopted the 
Law on the Constitutional Court. Previously, Parliament 
adopted laws that ran counter to both the Constitution and 
the country's international obligations. For example, Par­
liament violated the Constitution by terminating the man-

dates of several deputies who allegedly had collaborated with 
the Soviet KGB. Later, the Constitutional Court ruled that 
such collaboration had not been proven, and the mandates 
were renewed. Since its establishment, the Constitutional 
Court has handed down several important decisions, in­
cluding that the public has a constitutional right to know 
the salaries of public employees. 

In May 1998, Parliament adopted a new criminal law. 
It replaced the Latvian Soviet Socialist Republic's criminal 
code that had been in effect since 1961 and had undergone 
basic revisions in 1993. In April 1999, Parliament abolished 
the death penalty by ratifying the Sixth Protocol of the 
European Convention forthe Protection of Human Rights 
and Fundamental Freedoms. 

In 1994, the responsibility for issuing arrest warrants 
was transferred from prosecutors to the courts. There have 
been no reports of imprisonment on political grounds, po· 
litically motivated disappearances, or forced exile. However, 
there have been credible reports that police and prison per­
sonnel have beaten inmates, asylum-seekers, and other de­
tainees. The government has prioritized reform of the penal 
system. But despite the construction ofnew facilities and for­
eign assistance, prison conditions remain poor. The ineffi­
cient judiciary has not always administered justice in a fair 
and timely manner. As a result, 40 percent of all prison in­
mates arc either awaiting trial or have not yet been sentenced. 

By law, the prosecutor's office must decide within 72 
hours of making an arrest whether to charge or release a 
detainee. The actual charges must be filed within ten days 
of the arrest. There were no known instances of arbitrary 
arrest during the period covered by this report. Authorities 
may not hold a detainee for more than 18 months before 
taking a case to trial. A dctcndant has the right to have his 
attorney present at any time during the process. There are 
reliable reports that police, especially outside Riga, do not 
always respect these rights in practice. 

In October 1998, Parliament adopted Chapter 8 of the 
Constitution. The amendments guarantee fundamental 
human rights, including freedoms of speech, religion, asso­
ciation, and of the press, as well as protection from dis­
crimination based on race, gender, religion, or language. 
Article 105 guarantees the right to own property. Article 
106 protects the right of Latvians to choose their occupa· 
tions freely. 

Following independence in 1991, citizenship was ac­
corded only to those persons who were citizens of the inde­
pendent Latvian Republic in 1940 and their descendants. 
As a result, approximately 700,000 people who had been 
citizens of the Soviet Union became so-called "noncitizen 
residents" of Latvia. Under the provisions of the 1994 Citi­
zenship Law, various categories of noncitizcns became eli­
gible to apply for naturalization. The naturalization 
regulations included Latvian language and residency require­
ments, as well as restrictions on naturalization for several 
groups, including former Soviet intelligence and military 
officers. They also required applicants to possess satisfac-



tory knowledge of the Latvian Constitution and history 
and to take .111 oath of loyalty to the Latvi .rn state. Inter­
nation.11 obscrvers, including the resident OSCE mission, 
credit the government with establishing a competent and 
professional naturalization board with offices through­
out the country to implement the 1994 law. 

Latvia held a referendum on amendments to the citi­
zenship law in October 1998. Approved by a ~implc ma­
jority of 53 percent of participating voters, the 
amendments abolished age and birthplace restrictions on 
citizenship candidates and granted citizenship to children 
born in Latvia after August 21 , 1991, and whose parents 
are permanent residents of the country. As a result, prac­
tically all noncitizen residents are eligible to apply for 
naturalization. The U.S. Department of State, the EU, 
the OSCE, and the Council of Baltic Sea State~ expressed 
their support for tht: amendments. The rate of natural­
ization approvals accelerated considerably after the adop­
tion of the amendments. This in turn sparked an increase 
in the number of naturalization applications. 

The naturalization procedure has been cased sev­
eral times. The naturalization fees for several groups of 
applicants have been reduced . Only slightly more than 
50 percent of applicants pay the full fee . The number of 
questions on the Latvian history test has been reduced 
by two-thirds, from 310 questions in 1996 to 93 in 
2000. More than 95 percent of applicants successfully 
pass their tests on their first tries. Max van der Stoel, 
the OSCE High Commissioner on National Minorities, 
has confirmed Latvia's progress in the area of natural­
ization. He stated in January 1999 that Latvia had 
fulfilled all of his recommendations concerning natural­
ization and that he would not make any new recom­
mendations in this area . 

Table 2. 
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There arc several reasons why many Russian-speak­
ing residents do not apply for Latvian citizenship. These 
include limited knowledge of the Latvian language, apa­
thy, a lack of information about the naturalization pro­
cess, and mistrust of the government. Thus far, 
international organizations and foreign goYcrnmcnts , but 
not the Latvian government itself, have supported lan ­
guage training and public information programs for mi­
norities. 

In late 1999, Parliament adopted the Latvian State 
Language Law, which regulates the use of Latvian and 
other languages. Under the law, the government had to 

adopt detailed language regulations by September 1, 
2000. Van der Stoel, the OSCE High Commissioner, said 
that the regulations essentially conform to both Latvian 
law and the country's international obligations . The U .S. 
Embassy in Riga commended the coming into force of 
the Latvian State Language Law on September 1, 2001. 

According to the European Commission, both the 
L.mguage Law and its implementing regulations essen­
tially conform to Latvia's international obligations. For 
example, they arc compatible with the country's EU ac­
cession agreement, which calls for the free exercise of 
business activities for EU companies. However, since the 
wording of some provisions could give rise to alternative 
interpretations, it is essential that authorities enforce the 
Language Law and its implementing regulations only to 
the extent required by a legitimate public interest. 

Many Russian-language media organizations and 
other groups have expressed sharp criticism of Latvia's 
official language policy. Russian is still the prevailing lan­
guage in industrial enterprises, and there have been no 
reports of widespread dismissals of workers because they 
lack Latvian language skills. Nevertheless, many ethnic 

minorities claim that the Language 
Law is discriminatory. 

Latvia's naturalization process as of August 31, 2001 
On February 6, 2001, the govern­

ment adopted an expanded \'ersion of 
its integration program and listed pri­
ority projects for the next two years, 

#Applications # Processed % Processed 

Total applications 
submitted 

42,363 5,178 

Female 29,085 3,557 68.7 
Male 13,278 1,621 31.3 

Latvians, Livonians 64 2 0.2 
Lithuanians, Estonians 2,579 129 6.0 
Russians 28,073 3,612 66.3 
Poles 2,150 213 5.1 
Belarusians 4,250 505 10.0 
Ukrainians 3,429 470 8.1 
Others 1,818 247 4.3 
Source : Board ti:ir Citizenship and Migration Affairs, August 31 , 2001 

along with estimates of financial re­
quirements . It also established a Soci­
ety Integration Department within the 
Ministry of Justice that will coordinate 
implementation of the government's 
Society Integration Program, an­
nounce tenders for projects in the field 
of society integration, and analyze 
project proposals. In 2001, Parliament 
passed the Law on the Society Inte­
gration Fund . Under this law, the gov­
ernment established a nonprofit limited 
liability organization that will raise rev­
enue from the state budget and donors 
and allocate resources to projects rec­
ommended by a consultative council. 
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The consultative council will be part of the Society Inte­
gration Fund and made up of representatives from min­
istries, local governments, and NGOs, as well as 
internationalcxpcru. 

National and ethnic minorities who arc not Latvian 
citizens find it difficult to participate fully in the country's 
civic life. Delays in establishing the implementation mecha­
nism for the government's integration policy and policy dif 
ferences between the ruling political parties slowed down 
the social integration process. 

The Constitution provides for freedom of religion, and 
the government generally respects this right in practice. 
However, members of some minority religions that are con­
sidered "new religions" have faced problems with the State 
Military Conscription Center regarding exemptions from 
military service. Jehovah's Witnesses are one case in point. 

Although there are legal protections for women, in­
ternational observers and domestic human rights groups 
are increasingly concerned about problems facing Latvian 
women. Although no exact figures are available, sources 
indicate that domestic violence against women, often 
connected with alcohol abuse, is a significant and 
underreported problem. Women who are victims of abuse 
are often uninformed about their rights and reluctant to 
seek redress through the justice system. Human rights 
groups assert that the legal system, including the courts, 
tends to downplay the seriousness of domestic violence 
cases and that the police are sometimes reluctant to make 
arrests in such cases. 

Most judges have inadequate judicial training, and the 
inefficiency of the judiciary sometimes places constraints 
on the fair administration of justice. Corruption in the 
judicial system is reportedly a problem. The judiciary has 
a low level of prestige throughout the country. According 
to an August 2001 survey, most Latvians do not trust the 
courts. In August 1996, there were 50 vacant judgeships-
13 in district courts and 37 in regional courts. By March 
2001, the number of vacancies had been reduced signifi­
cantly, to 26 vacant posts-11 in district courts and 15 in 
regional courts. 

The Constitution provides for an independent judiciary, 
and t11e government generally respects this provision in prac­
tice. The courts rely on the Ministry of Justice for adminis­
trative support. Judges are appointed by Parliament upon 
the recommendation of a committee of judges. 

Corruption 
1999-2000 2001 

3.50 3.50 
2002 
3.75 

According to the World Bank, Latvia suffers from a rela­
tively high level of so-called "state capture." A range of 
state institutions, including the executive ministries and 
state agencies, the legislature, and the judiciary, promul-

gate many laws that primarily benefit a narrow range of 
private sector groups and individuals. This happens as a 
result of the influence of illicit private benefits given to 

public officials. This phenomenon ends up reducing the 
influence of ordinary citizens in day-to-day politics. 

State capture is associated with economic groups. 
While the exact extent of the influence and operations of 
the private groups involved will probably never be pub­
licly known, some specific cases have been openly discussed 
in the press. for example, the press has reported on cases 
of possible illicit influence by private groups in the trans­
portation sector, particularly in the west coast port of 
Ventspils. The press has also raised questions about Parex 
Bank's financial support to various political parties. 

The Corruption Prevention Law sets out restrictions 
on the activities of public officials and forces them to 
declare their assets. The restrictions are aimed at pre­
venting conflicts of interests. They prohibit public offi­
cials from making decisions that influence their private 
interests and accepting payments other than their official 
remuneration. The asset declaration provision is intended 
to safeguard against illegal property and financial deal­
ings by public officials. 

The government has acknowledged several flaws in 
the anticorruption law and its enforcement mechanisms. 
The asset declarations submitted by public officials do 
not eliminate the possibility of them earning undeclared 
income, and the State Revenue Service lacks sufficient 
financial, human, and legal resources to ensure that pub­
lic officials are declaring their assets fully. 

Latvia's Corruption Prevention Law prohibits the 
president, ministers, parliamentarians, and parliamentary 
secretaries from most employment other than the jobs to 
which they have been appointed or elected. They are, 
however, permitted to work in educational institutions 
or as artists. The criminal law provides sanctions for black­
mail, which includes extortion of property under the 
threat of violence. The sanctions are more severe for or­
ganized groups than for individual violators. 

Latvian state institutions do not carry out internal 
audits on a regular basis. However, the state audit office 
carries out financial analyses and audits of all state and 
local government institutions under a long-term sched­
ule. Moreover, in 1999, a department of financial analy­
sis, auditing, and control was created within the state 
police in order to reveal and deter corrupt practices. 

The law prohibits state officials from holding posi­
tions in which they could be subject to illegal influence 
and from exercising authority in situations in which they 
have a conflict of interest. The law defines 14 categories 
of state officials, beginning with the president, prime min­
ister, Parliament, and local government deputies, and con­
tinuing down to officials employed in state and local 
government institutions and enterprises, police officers, 
and members of the armed forces. As of 2001, 40,711 
state officials were subject to the law's provisions. 



On May 15, 2001, the government adopted a revised 
Corruption Prevention Program (CPP). Aimed at stream­
lining the government's anricorruption policies, the 
CPP pro,·ides for measures including protection of 
whistleblowers, revision of the criminal procedure code to 
conform to anticorruption requirements, improvement of 
internal audit procedures, and improvement of the system 
of financing political parties. The institutional framework 
for the fight against corruption has been in place since 
1997. The 1995 Law on Corruption Prevention regulates 
anticorruption measures in the public sector. 

The government has begun implementing new initia­
tives in the areas of party financing and fighting corruption 
and has been drafting amendments to the Anticorruption 
Law. The government is committed to further improving 
the legal framework for fighting corruption and implement­
ing these new measures. A draft law on the financing of 
political parties has been submitted to the government. It 
provides for direct state financing of political parties and 
the establishment of a control mechanism over their finan­
cial activities. The government has accepted a draft law that 
would establish a central bureau responsible for fighting 
corruption. The new Law on Prevention of Conflicts of 
Interest in Public Institutions aims to prevent illicit prac­
tices by public officials. It will replace the existing Law on 
Corruption Prevention . 

In January 1999, Latvia signed the European Crimi­
nal Law Convention on Corruption. The new criminal 
law, in force since April 1999, criminalizes several types 
of corruption including private sector corruption, abuse 
of power, and commercial bribery. In June 1998, the Law 
on the Legalization of Proceeds from Crime entered into 
force . To implement the law, the government established 
a control office working under the supervision of the 
prosecutor's office. In July 1998, the government adopted 
a regulation on "unusual financial transactions." In Oc­
tober 1998, Latvia ratified the European Convention on 
L'lundering, Search, Seizure and Confiscation of the Pro­
ceeds from Crime. However, no leading government of­
ficial has been prosecuted in recent years. 

The government has revised many Latvian regula­
tions to make them compatible with EU standards. While 
the sheer number and complexity of existing bureaucratic 
regulations still reportedly encourage corruption, public 
opinion surveys suggest that these are not perceived as 
among the most important factors that lead to corrup­
tion in Latvia. 

Corruption is widespread in Latvia. Its incidence 
ranges from the taking of small bribes by low-level civil 
servants in return for carrying out routine bureaucratic 
tasks to the wrongful awarding of government contracts 
by high-level officials. Conflicts of interest among gov­
ernment officials are also common. A 1998 World Bank 
public opinion survey revealed that 13 percent of house­
holds and 37 percent of company employees in Latvia 
had paid bribes. It noted that employees in various state 
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institutions demand unofficial payments or bribes in re ­
turn for providing services. The survey found that cus­
toms service employees ask for bribes in 48 percent of 
cases; prosecutors in 42 percent; the highway police in 
39 percent; and courts in 38 percent. The reported cor­
ruption level in other institutions is somewhat lower. 

Civil servants are divided into three levels. The aver­
age gross monthly salary of employees at the highest level 
is 350 lats ($595); the middle level, 170 lats ($289); and 
the lowest level, 140 lats ($238) . Civil servants in the 
top two levels sometimes receive additional bonuses. 

During the past few years, several public opinion sur­
veys have been conducted concerning perceptions of cor­
ruption in Latvia. The World Bank's survey indicated that 
corruption in public services is a serious problem. Ac­
cording to the survey, many households believe that ser­
vices such as housing and health care are not provided 
unless unofficial payments are made. Moreover, private 
companies that pay bribes grow faster and can afford to 
invest at a higher rate compared to those companies that 
do not pay bribes. The Criminology Research Center at 
the Ministry of Justice has also carried out several cor­
ruption surveys. In a 1998 survey, 17 percent of respon­
dents said that they had to make unofficial payments to 
state and municipal institutions in order to receive ser­
vices. Surveys on the perception of corruption in Latvia 
have not been carried out for a long enough time to al­
low for clear assessments of year-to-year trends. Most 
surveys, however, confirm a relatively high level of cor­
ruption. 

It is difficult to assess from the surveys whether pub­
lic intolerance of corruption is growing or diminishing. 
The Criminology Research Center survey indicated that 
more than two-thirds ofrespondents justified paying bribes 
under certain conditions, such as when officials demand a 
bribe. According to 2000 data from Transparency 
International's Latvia branch, 62.5 percent of Latvians 
believe that individuals "cannot do anything without brib­
ery" because the whole state system is corrupt. 

In three opinion surveys conducted in 2000 and 2001 
by the EU's Program for Anticorruption Legislation, 
Education and Information (PHARE), the proportion of 
respondents considering corruption to be a negative as­
pect oflife increased to 84 percent by the third poll from 
81 percent in the first poll. Overall, the surveys found 
that 14.6 percent of respondents feel that corruption can 
have both negative and positive effects. A very small num­
ber of respondents, 0.8 percent, said that corruption has 
only positive effects. 

The PHARE survey also found that 74.l percent of 
respondents believe that corruption is a problem in poli­
tics . The figure for public administration is 66.8 percent 
and for business 48. l percent. Far lower numbers o f 
Latvians believe that corruption is a problem among 
NGOs (8.0 percent) and in education (5 .3 percent). In 
addition, 57.3 percent of respondents regard corruption 
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in Latvia as a very serious problem, and 26.9 percent re· 
gard it as a serious problem. Only 0 .2 percent of rcspon · 
dents indicated that corruption is not a problem and only 
1.6 percent said it is an insignificant problem. The data 
~howcJ that concern with corruption tends to increase with 
the age of the respondent. 

The result~ also show that 32.8 percent of re~pon · 

dents believe that the government not only docs not com­
bat corruption but also facilitates its growth. Similarly, 30.0 
percent of respondents tcel the government has been un· 
successful in combating corruption. Moreover, 22.4 per­
cent of respondents believe that the government does not 
combat corruption in Latvia at all. By comparison, only 
one percent of Latvians said that the government combats 
corruption successfully. 

The survey also found that 56.3 percent of Latvians 
believe they personally cannot do anything to prevent cor­
ruption because the problem must be combated at the gov­
ern mcnt level. At the same time, 35 .7 percent of 
respondents believe that in order to pre\'ent corruption 
they could stop giving bribes; 17 .5 percent believe that 
they could inform the responsible state institutions; and 
16. l percent believe that they could inform the press. Only 
4.2 percent of respondents said that they could fight cor­
ruption by getting involved in NGO activities. 

Anticorruption efforts focusing on public education 
remain somewhat limited. However, in 2001 the State Ad­
ministration School (SAS) and other state institutions or­
ganized a number of conferences and seminars on 
corruption for civil servants and the broader public. The 
SAS carried out several projects to educate civil servants 
about the administrative process. 

Deina, an NGO, cakes an active role in promoting 
transparency in public bodies. Since January 2001, Dclna 
has observed the prirncization of the Latvian Shipping 
Company. The government dratted the new Law on Pro­
curement for Government and Municipal Needs in line 
with recommendations from Deina. 

Under the framework of the PHARE program, the 
government launched the educational project "Together 
Against Corruption" in schools across Latvia. The gov­
ernment has also held several seminars concerning the in­
vestigation of corruption for judges, prosecutors, police 
officers, and representatives of the media. 

In 2000, Transparency International ranked Latvia 
5 7th out of90 countries surveyed. In 2001, Latvia's rank­
ing dropped co 59ch out of90 countries. 
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Latvia's privatization process is almost complete. Accord­
ing co the European Commission's annual progress re­
port, the government is now focusing on privatization of 
sectors such as utilities, transport, and energy and is also 
working to restructure these sectors. Overall, it has been 
virtually impossible to determine the stance of each party 
on privatization. le is widely believed that the preferences 
of political parties on privatization are shaped by the par­
ties' relationships with particular businesses. 

In spring 2001, the government failed in its third at­
tempt to privatize the Latvian Shipping Company, which 
has been on the block since 1996. The sale of the com­
pany has been the subject of intense and secretive political 
struggles during the past several years. Also in 2001, 
Latvian authorities began facing increasing pressure from 
international agencies to push ahead with the privatization 
process. The World Bank's resident mission criticized the 
Latvian Privatization Agency over the slow pace of the 
privatization of large enterprises. Many observers believe 
that Latvian policies will become more transparent and es­
sentially more democratic once the privatization process is 
completed. In the financial sector, bank privatization has 
been completed. The size of the informal economy was 
estimated to be around 40 percent of GDP. 

In the years immediately following the restoration of 
independence, when the government was carrying out 
fiscal reforms, poor tax administration led to increases in 
tax evasion and nonpayment of tax debts. Whether a per­
son paid income taxes depended more on his or her own 
honesty than on any government enforcement measures. 
In recent years, the government has reformed the tax 
system in order to meet EU requirements. In addition, 
the government is implementing a comprehensive pro­
gram co improve tax administration. Since tax rates cur­
rently are sufficient to meet the government's revenue 
needs, the key to the government's achieving its revenue 
targets rests largely in ensuring adequate compliance with 
tax laws. 



The lat nominally tloats freely, but in practice the Bank 
of Latvia, the central bank, intervenes to keep the currency 
pegged to the Special Drawing Rights currency of the In­
ternational Monetary Fund (IMF). The value of the lat i!t 
set at 79.97 santims (one santim equals 1/100 of a lat) to 

one SOR. 
At the end of 1999, the lMr approved a 16-month 

standby arr.rngement for Latvia. The Lltvian government 
agreed in return to adopt a tough reform agenda, which 
includes some difficult measures in the public sector. The 
program focused on reducing the consolidated government 
budget deficit from about four percent of GDP in 1999 to 
two percent in 2000 and one percent in 2001. Since social 
insurance spending accounts for nearly one-third of the 
consolidated budget, the government committed itself to 
cutting spending in this area. However, the IMF refused to 
back the government's proposed budget deficit for 2002 
and, as a result, was not able to complete negotiations with 
Latvia on a review of the initial phase of the Structural Ad­
justment Loan. 

Under the Latvian Constitution, the state protects the 
right to own property. The Constitution also guarantees 
the right to engage in creative and scientific work and pro­
tects patent rights and copyrights. ln 1993, Parliament 
passed specific legislation to protect copyrights, trademarks, 
and patents. Latvia is a member of the World Intellectual 
Property Organization, the Paris Convention, and the Bern 
Convention. Although the government has established the 
legal basis for intellectual property rights and has put in 
place some enforcement mechanisms, Latvian law only re­
cently set out penalties for violations of these rights. 

The Constitution prohibits forced expropriation of 
property for public needs except in exceptional cases and 
provided that fair compensation is paid. There have been 
no cases of arbitrary expropriation of private property by 
the Latvian government. 

Although the market sets most prices and wages, the 
government continues to set prices for some goods and ser­
vices, including electricity, rents for government-controlled 
housing, transportation, and telecommunications. A Central 
Statistical Bureau survey indicated that the main b;trricrs to 
business development are lack of finance, limited credit, in­
sufficient knowledge of the market, unfair competition, a low 
level of technology, and a lack of qualified personnel. 

The government had granted Lattelckom, the Latvian 
telecommunications company, a monopoly until 2013. 
However, as this runs counter to EU policy, the govern­
ment has decided to liberalize the telecommunications 
market beginning in 2003. In August 2000, Tilts Com­
munications, which holds the monopoly, filed a claim 
against the Latvian government in the International Court 
of Arbitration . 

Latvia's trade with the EU has increased from nearly 
45 percent of total trade in 1996 to 50 percent in 1997 and 
65 percent in 2001. The share of imports coming from EU 
countries rose during the same period from approximately 
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50 percent to 55.7 percent. Latvia's trade and current ac­
count deficits remain high, at 15 percent of GDP in 2001, 
and have becomc matters of increasing concern. 

Acl.'.ording to the Commission of Europe, the legal 
framework for private enterprises is broadly in place. ln the 
spring of2000, Parliament adopted a new commercial codc 
that streamlined administrative procedures, brought com­
mercial regulations more in line with EU requirements, and 
simplified business registration. The simplifications may re­
move some of the shortcomings of previous commercial 
legislation that led to inconsistent interpretation and appli­
cation by the authorities. 

Liberalization of the energy sector took place under 
the 1998 Law on the Energy Sector. The law regulates the 
production, purchase, and distribution of various types of 
energy, the licensing and functioning of power companies, 
and the supply of energy to consumers. It also provides for 
Latvia's integration into the international energy market and 
sets out steps to attract investment in the energy sector and 
increase energy efficiency. Nevertheless, competition in the 
electric energy and gas sectors remains limited. Latvia is 
dependent on neighboring countries, particularly Russia and 
Lithuania, for its electricity and gas supplies. 

According to Latvia's Ministry of the Economy, the 
number of Latvians employed in the national economy has 
been declining steadily. In 2000, 1,028,000 people were 
employed, the lowest number since 1996. According to 
official figures, the unemployment rate peaked at I 0.2 per­
cent in May 1999 before falling to 9.1 percent at the end of 
1999 and 8.6 percent in May 2000. Unofficially, however, 
the unemployment rate may be as high as 14 percent or 15 
percent. Despite Latvia's progress in many areas, the rela­
tively high level of unemployment, together with other eco­
nomic hardships, strongly contributes to distrust of the 
political system and to pessimism among many Latvians 
about the future. The pessimism is reinforced by the grow­
ing numbers of long-term unemployed workers, who con­
stituted 31.l percent of all unemployed Latvians in 2000. 

Approximately 48 percent of employed workers arc 
women. This suggests that there are no major differences 
in levels of employment between men and women. Neither 
are other social groups disproportionately represented 
among the unemployed. The absence of such dispropor­
tionate representation may contribute to political stability, 
as there are no grounds for opposition activists to frame the 
employment situation as being discriminatory against any 
particular group. 

However, there arc sizable regional disparities in un­
employment. The unemployment rate is greater than 55 
percent in some regions of eastern Latvia. This reflects the 
significant differences in economic growth rates among re­
gions. The trend is worrisome because the more developed 
regions tend to become increasingly richer while some of 
the depressed areas become even poorer. 

Under the 1995 Law on State Pensions, social pen­
sions have been replaced by state social security benefits. As 
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a result, the level of old -age benefits is tied to the 
beneficiary's previous contributions to the system. All per· 
manent residents, including noncitizens, qualif)1 for the pen­
sion system as well as for other social benefits. The pension 
system and its reform have been the subjects of consider· 
able political controversy. 

Because of the large numbers of pension beneficia· 
ries, the pension system puts heavy fiscal pressure on 
the country's budget. In early 2000, the fiscal deficit of 
the social security budget reached 55 million lats ($92 
million). The living standards of retired Latvians arc 
gradually improving, but the size of payments to older 
Latvians and the reforms of the pension system at large 
remain focal points of discontent among the least 
advantaged groups in society. In 2001, the average old· 

age pension equaled 58.18 lats ($98.90) per month. 
The United Nations Development Program ranked 

Latvia 63rd in the world in 2000 on the basis ofliving stan· 
dards. Latvia's living standards are relatively low largely 
because of its low level of wages. In 2001, the net average 
monthly wage for those employed in the formal economy 
was 102.73 lats ($175 .61 ). Wages for public sector workers 
were slightly higher, at 114.39 lats ($195.55) per month. 
Although wage arrears have become rare, low income con· 
tributes to social tensions. Moreover, the correspondingly 
low level of domestic consumption hinders the growth of 
local sales and services. 

!vars lndans is a 1·esem·cher at the Latvian Institute of Inter­
national Affairs. 
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Polity: Parliamentary democracy 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 2.15 1' 1.95 -J, 2.00 1' 1.94 1' 1.88 

Ruic of Law na na 2.88 1' 2.75 -J, 2.88 

Economic Liberalization 2.50 -J, 2.58 -1--J.. 2.83 1' 2.75 1'1' 2.42 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 1,623.4 2,128.9 2,587.8 2,904.1 2,882.3 3,063.8 3,249.0 

Real GDP growth(% change) 3.3 4.7 7.3 5.1 -3.9 3.9 4.0 

Inflation rate 39.6 24.6 8.9 5.1 0.8 1.0 1.5 

Exports ( $ millions) 2,706.0 3,413.0 4,192.0 3,962.0 3,147.0 4,050.0 4,415.0 

lmports ($ millions) 3,404.0 4,309.0 5,340.0 5,480.0 4,551 .0 5,1540 5,618.0 

Foreign Direct Investment($ millions) 72.0 152.0 328.0 921.0 478.0 375.0 450.0 

Unemployment rate 17.5 16.4 14.1 13.3 14.1 15.4 17.0 

Life Expectancy (years) 69.3 70.4 71 .2 71.6 72.1 72.6 73.0 



INTRODUCTION 

L thuania is a parliamentary democracy in which basic 
political rights and civil liberties are secure and trans­
fers of power are smooth . Following parliamen­

tary elections in 2000, a profusion of relatively new play­
ers entered Lithuania's political ~cene. Since then, power 
has shifted from the center-right Liberal Union and the 
left-leaning New Union (Social Liberals) to a new coa­
lition of the Social Liberals and the Social Democratic 
Party. Former President Algirdas Brazauskas now heads 
the government. 

Despite the change in government, Lithuania remains 
politically stable. Its major political parties continue to 
display unity on the most significant issues affecting the 
country's development, including accession into NATO 
and the European Union and transition to a free market 
economy. President Valdas Adamkus, a Lithuanian Ameri­
can, has played no small part in this process. 

In January 2001, the ruling coalition and major oppo­
sition groups signed a joint statement on encouraging and 
supporting speedier integration into the EU. A correspond­
ing document on coordinating the adoption of laws in Par­
liament is already having a decisive effect. In May 2001, in 
another demonstration of solidarity, nearly every political 
party in the country, save for a couple of minor groups, 
signed an agreement that reaffirms the country's aspiration 
to join NATO. There is also widespread political consensus 
and support for strengthening the mechanisms of public 
administration and the rule of law. 

In the economic sphere, Lithuania continues to main­
tain strong macroeconomic positions and economic 
growth, owing mainly to a strong and stable national cur­
rency, credible banking sector, cautious financial policy, 
and continued privatization of state property. The restruc­
turing and privatization of the energy sector is under way, 
and the privatization of commercial banks is nearing 
completion. While business deregulation continues, struc­
tural reforms need to be accelerated in the pension sys­
tem and in the agricultural and energy sectors. 
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Lithuania's electoral system is multiparty based. Half of the 
nation's parliamentarians are elected in multimandate pro­
portional balloting, while the other half are selected in single­
mandate constituencies. Elections are valid if voter turnout 
is no less than 41 percent. The threshold for legislative rep­
resentation is 5 percent of the vote. 
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Lithuania's most recent parliamentary elections took 
place on October 18, 2000, and the Supreme Electoral 
Commission of Lithuania acknowledged that they were free 
.md fair. The Organization for Security and Cooperation in 
Europe and the EU ceased to observe elections in Lithuania 
in 1997, recognizing that public confidence in, and the con­
ditions for, democratic elections is well established . Voter 
turnout exceeded 56 percent. 

The leftist Social Democratic Party of former President 
Algirdas Brazauskas won 51 mandates in the 141 -scat Par­
liament. The center-right Liberal Union took 34 seats; the 
center-left New Union (Social Liberals), 29; and the Con­
servative Party, 9. Several parties failed to cross the 5 per­
cent threshold in the proportional voting, but another seven 
parties gained seats in single-mandate constituencies. These 
included the Peasants Party (4 seats), the Center Union 
(3), and the Modern Christian Democrats (3). 

After signing a coalition agreement, the Liberal Union, 
the Social Liberals, the Center Union, and the Modern 
Christian Democrats formed the informal New Policy bloc 
and garnered the support of several more candidates who 
had been elected in single-mandate constituencies to se­
cure a 71-vote parliamentary majority. However, the new 
government, which consisted of the left-leaning Social Lib­
erals and the center-right Liberal Union, proved unstable. 
It collapsed in June 2001 when the Social Liberals with­
drew from the New Policy bloc. The efforts of the Liberal 
Union and the Conservative Party to rally 1tupport for act­
ing Premier Eugenijus Gentvilas and President Adamkus's 
efforts to form a more rightist government all failed, and in 
July, the Social Liberals formed a new parliamentary major­
ity with the opposition Social Democrats. The new major­
ity also has the support of 7 members of parliament from 
the New Democracy Party and the Lithuanian Farmers Party. 
Of the new government's 14 ministers, 4 are Social Demo­
crats, l is a Social Liberal, and the rest arc nonpartisan. The 
leader of the Social Democratic Party, Algirdas Brazauskas, 
became prime minister. 

Observers of Lithuania's political scene anticipated that 
the new government would inspire increasing confronta­
tion and antagonism between Parliament and society. For­
eign and domestic investors expected the government to 
drag its feet on reforms and decelerate the privatization pro­
cess. And the country's rightist parties teared that a shift 
from liberal to social democratic policies would create an 
imbalance between the government's social obligations and 
its available resources. Doubts were also expressed about 
whether the existing pace of EU and NATO integration 
would be sustained. In its first few months in power, though, 
the Brazauskas government largely maintained continuity 
in the country's foreign and domestic policy. That is, de­
spite the introduction of a number of leftist policies that 
threaten to exacerbate the country's economic climate, the 
Brazauskas government enjoys the support of about 70 per­
cent of the population- the highest approval ratings ever 
in post-Communist Lithuania. 
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Cognizant of the negative impact of disunity and 
emboldened by the arrival of Lithuania's Social Democrats 
in the halls of government, Lithuania's right-wing and mod­
erate parties have begun to call for consolidation among 
their ranks. Fielding .i joint candidate for president in 2002 
might serve as a dress rehearsal for the 2004 parliamentary 
elections. The Liberal Union and the Conservative Party 
are now the two main opposition forces. 

In Lithuania's most recent presidential election, \Vhich 
took place on December 21, 1997, voters delivered U.S. 
cmigrc and environmentalist Valdas Adamkus a victory in 
the second round of balloting. Adamkus defeated his rival, 
attorney (and currently parliamentary Speaker) Arturas 
Paulauskas by a margin of less than one percentage point. 
Voter turnout reached 73.78 percent. Since the election, 
President Adamkus has been one of the most popular fig­
ures in Lithuania. The next presidential elections are due at 
the end of2002. 

Any person who is a citizen of Lithuania by birth, has 
lived in the country for the three years preceding an elec­
tion, and has reached the age of 40 may be elected presi ­
dent of the republic. To register for an election, candidates 
must collect the signatures of at least 20,000 voters. In 2001, 
the Social Democratic Party proposed abolishing the sec­
ond round of presidential elections and holding the first 
and only round simultaneously with municipal elections, 
due in the spring of 2003. The opposition has severely criti­
cized the idea as defying the principles of democracy. 

The largest and the most influential political parties in 
Lithuania arc the Social Democratic Party, the Liberal Union, 
the Social Liberals, and the Conservative Party. In January 
2001, the Labor Democratic Party merged with the Social 
Democrats to form a strong leftist bloc. As a result, the 
popularity of the newly merged Social Democratic Party 
skyrocketed. Likewise, led by young, charismatic leaders, 
the Liberal Union and the Social Liberals have reinforced 
their positions since the 2000 parliamentary elections and 
together have breathed new life into Lithuania's stale po­
litical arena. Although the Homeland Union (Lithuanian 
Conservatives) and the Christian Democrats arc no longer 
in power, the Conservative Party remains an influential op­
position force. The once popular Center Union has lost 
public support. 

Over the past decade, the formation of political parties 
has centered more on the personalities of leaders than on 
ideology. Examples include the Social Liberals, led by 
Paulauskas; the Homeland People's Union, led by Laima 
Andrikiene; and the Moderate Conservatives' Union, led 
by former Prime Minister Gcdiminas Vagnorius. A recent 
trend has been mergers of smaller parties. In October 2001 , 
for instance, four right-wing parties-the Homeland 
People's Union, the Lithuanian Democratic Party, the In­
dependence Party, and the Lithuanian Freedom League­
established the Lithuanian Right Union. The Christian 
Democratic Party and the Christian Democratic Union 
merged in May 2001 . 

Citizens arc free to form political parties or associa­
tions, provided their goals and activities do not contradict 
the Constitution .ind laws of Lithuania. To register, a party 
must have at least 400 members. Thirty-eight political par­
ties are currently registered. One extreme nationalist party, 
the Lithuanian Union of National Social Solidarity, has been 
refi.ised registration 10 times on the grounds that articles in 
its bylaws on the superiority of the Lithuanian nation con­
tradict the constitutional principles of democracy and equal­
ity as well as the Law on Political Parties and Organizations. 
In 2001, the Lithuanian Socialist Party called on the ruling 
coalition to legalize tl1e Communist Party, which was banned 
after the failed coup d'ecat in Moscow in 1991. 

About 2 percent of Lithuania's population of 3.5 mil­
lion belong to political parties. The former Women's Party 
was renamed the New Democracy Party, and five other par­
ties have women's divisions. Female representation decreased 
from 17.4 percent, or 24 scats, in the previous Parliament 
to 10.6 percent, or 15 scats, in the current Parliament. The 
Union of Russians joined the Social Democratic Party in 
the 2000 parliamentary elections. The Polish Electoral Ac­
tion won 2 seats in single-mandate constituencies. 
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On January 1, 2001, a new Law on Charity and Support 
came into effect. It simplified grant-giving procedures, re­
moved ambiguities regarding the distinction between char­
ity and support, and legitimized anonymous giving. The 
law defines charity as help extended to persons who are in a 
difficult financial situation; it designates support as the pro­
vision of assistance to organizations that engage in cultural, 
scientific, health care, educational, or other activities. One 
of the most controversial amendments to the law states that 
only officially registered nonprofit organizations are allowed 
to receive donations. Although this provision is aimed at 
preventing the abuse of concessions applicable to private 
giving, critics charge that the register actually creates con­
ditions for corruption and increases bureaucracy. 

The regulations concerning nongovernmental organi­
zations were further eased in June 2001 when annual re­
ports to the State Tax Inspectorate on given and received 
donations replaced quarterly reports to both the inspec­
torate and the Lithuanian Department of Statistics (LDS). 
The requirement that NGO heads and accountants must 
work under labor contracts and receive remuneration for 
work on a compulsory basis was repealed for associations 
and foundations but remains valid for other nonprofit or­
ganizations. 

According to the NGO Information and Support Cen­
ter, there arc more than 3,000 active nongovernmental or­
ganizations in Lithuania. The NGO sector has been 



developing steadily in recent years, and approximately 200 
new groups are established annually. Volunteerism remains 
a rare form of NGO support, since nonpaid voluntary 
activities were legitimated only in July 2000. The Commis­
sion for NGO Affairs, which consists of NGO representa· 
tives, advises the government on NGO issues and participates 
in related public policy debates. 

At the national level, NGOs register with the Minis­
tries ofJustice and Economy; regional groups register with 
municipalities. Detailed regulation of the structure and 
management ofNGOs and restrictions on the ability of as­
sociations and foundations to carry out commercial activi­
ties are the main statutory weaknesses. Also, accounting 
regulations applicable to NGOs arc overly complex and re­
quire professional handling. 

According to the Women's Information Center, there 
are nearly 60 women's organizations in Lithuania, includ­
ing 20 regional organizations, 23 national organizations, 
10 branches of international women's organizations, and 4 
women's studies centers. The Lithuanian Women's Asso­
ciation unites 12 organizations, and the Lithuanian Society 
of Women in Business unites 200 women entrepreneurs and 
managers from 13 towns and regions. Ethnic groups are 
quite active in the country's civic and cultural life. The Rus­
sian community, for example, has 60 NGOs engaged in 
cultural activities. Equally effective are the Polish 
community's cultural organizations. 

Lithuania's various religious communities arc vital, au­
tonomous social institutions. About 70 percent of 
Lithuania's inhabitants consider themselves Roman Catho­
lics. The second largest religious group, with 180,000 mem­
bers, is the Orthodox Church. Other groups include the 
Old Believers (50,000 members), Lutherans (30,000), Evan­
gelical Reformed Community (11,000), Sunni Muslims 
(5,000), and Jews (5,000). The main charitable activity of 
religious communities is the provision of care for the eld­
erly and the disabled. 

Organizational and managerial capacity of NGOs has 
improved steadily over the last decade, and today the qual­
ity of operation and management of about 200 NGOs is 
comparable to that of leading business enterprises. Efficient 
project administration, good management, and constitu­
ency building are increasingly viewed as key elements of an 
organization's sustainability. It is now more common for 
NGOs to have permanent staff and to recruit volunteers. 

NGOs have learned to establish contacts with their lo­
cal constituencies through local media channels, fund-rais­
ing events, and involvement of local stakeholders in their 
activities. In addition, a weekly broadcast about NGOs on 
Lithuanian National Radio has been a positive development 
and has helped NGOs increase visibility and public aware­
ness of their work. Nevertheless, weak public relations skills 
and the absence of fully functioning boards of directors still 
pose constraints. Likewise, since advocacy remains an ab­
stract concept for many groups, they are less effective at 
benefiting from the use of communications and political 
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access at the national and local levels. The NGO Informa­
tion and Support Center, foundations, and other support 
organizations provide a number of technical, consulting, 
and training services to enhance the effectiveness of 
Lithuanian NGOs. 

Beginning in 2002, NGOs will be exempt from paying 
the income tax, which is currently charged at a rate of 5 
percent. Donations from companies of up to 40 percent of 
their taxable profits are tax-exempt. Most Lithuanian NGOs 
are not financially viable owing to a lack of permanent 
sources of income. Most of their funding still comes from 
international foundations. 

The range of assistance provided by NGOs has expanded 
to include social, economic, and environmental services. 
Legislation allows NGOs to bid for government contracts, 
but this practice remains uncommon owing to a complex 
administrative process. Government support in the form of 
grants comes mostly from the Ministries of Culture, Edu­
cation and Science, and Social Security and Labor, as well 
as from municipalities. 

In the first half of 2001, the total amount of charity 
and support in Lithuania fell by almost 15 percent as com­
pared with the same period in 2000. This phenomenon was 
largely the result of shrinking donations from abroad. A 
total of78 percent of charity and support came from abroad, 
or 21 percent less than in 2000. Local private firms and 
individuals contributed one- fifth of all donations-a 17 
percent rise over 2000. In addition, the share of donations 
from domestic corporations grew by 13 percent, and indi­
vidual giving increased by almost 78 percent. The bulk of 
charity and support, 61 percent, takes the form of in-kind 
contributions. Cash funds constitute 38 percent and ser­
vices a mere 0.5 percent. 

The Lithuanian Alliance of Trade Unions, the Center 
ofTrade Unions, the Lithuanian Labor Federation, and the 
Employees' Union unite trade union and labor groups. Al­
though industrial restructuring, privatization, and bankrupt­
cies oflarge state-owned enterprises have adversely affected 
the trade union movement, the number of workers belong­
ing to trade unions is increasing steadily. There are about 
80 professional organizations with a total of200,000 mem­
bers. There are also about 800 associations in Lithuania and 
more than 300 business organizations. 

The activities of individual trade unions and the per­
centage of workers belonging to them differ significantly 
across areas of activity. The largest trade union member­
ships are in the chemicals industry, construction, the en­
ergy sector, and the food industry. Equally effective are trade 
unions in the educational sector. 

Trade unions must sign collective agreements with 
employers on behalf of all employees. A recent amendment 
to the Law on Labor Contracts eliminated a requirement 
that employers must receive the approval of the trade union 
in order to dismiss one of its members. This provision re­
mains valid for the dismissal of a member of a trade union's 
governing body. 
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Interest groups may take part in the political process 
through policy ,1dvocacy, counseling, and other activi­
ties. Busincs!t associations and trade unions arc the most 
active and influential players in the policy-making pro­
cess, and the Lithuanian Industrialists ConfcderJtion is 
the leJding lobby in the country. Trade unions arc grow­
ing more influential owing to their large membership 
bases and organizational structures. In most situations, 
government authorities arc attentive, but not always re­
sponsive, to the opinions of interest groups. 

The policy-mJking process relics increasingly on joint 
task forces and policy initiatives that involve government 
officials, businesspeople, specialists, and independent 
policy analysts. The Sunrise Commission, established in 
I 999 to formulate proposals for improving business con­
ditions, comprises several task forces of government offi­
cials, independent experts, and business representatives. 
Public hearings of draft laws are now more frequently 
used in the policy-making process. The Lithuanian Free 
Market Institute is the most influential public policy group 
in the country. 

Lobbying was legitimized in July 2000 to let indi­
viduals and legal entities engage in paid activities aimed 
at influencing the legislative process, improving legal acts, 
and streamlining the drafting of legislation. A person or 
a company wishing to engage in lobbying must register 
with the Central Commission of Service Ethics. The law 
bans former politicians and state officials from conduct­
ing lobbyist activities for a year after leaving their posts. 
Politicians and officials who arc prohibited from being 
paid members of managing bodies of corporations or 
other private institutions may not engage in lobbying. 

Registered lobbyists must report on whose behalf they 
are working, the amount of income received, and the is­
sue addressed. As lobbyists note, the fact that associa­
tions are not subject to the aforesaid reporting 
requirements causes controversy when representatives of 
associations become delegates to official commissions and 
receive state remuneration for what is in essence lobby­
ing activity. Although the law is aimed at regulating the 
influence exerted on the legislative process and curbing 
corruption, it is feared that the powers of well-organized 
interest groups may expand. That is, critics charge that 
the practice of establishing specific legal norms for par­
ticular business or social groups rather than general and 
equitable rules increases incentives to influence decision­
making authorities. 

Lithuania's educational system is considered to be 
free of political influence and propaganda. In the I 999-
2000 school year, 1.5 percent of all educational estab­
lishments were private. A mere 0.8 percent of schools 
that offer primary (1-4 grades), basic (5-IO grades), and 
secondary (l I-I 2 grades) education are privately owned. 
Eleven percent of all vocational schools and colleges and 
four of the country's I6 institutions of higher education 
are private. 
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The main sources of public information are radio, televi­
sion, and national and local daily newspapers. The vast 
majority of Lithuania's mass media are privately owned. 
The state still owns part of the ELTA news agency and 
the public broadcasting company National Radio and 
T devision. 

The major national dailies are LietttJ'os Rytas, with a 
circulation of 6I ,OOO; Katmo Diena, 43,000; Respttblilw, 
4 I ,000; and LietttJ'Os Zinios, I 7 ,000. Ve1·slo Zinios, with a 
circulation rate of 9,500, is the most popular business 
paper. The most popular television stations are TV3 and 
LNK, each enjoying about 24 percent of total viewership. 
Local and cable television channels account for I 7 per­
cent. Baltijos TV, with I 3 percent, ranks fifth. The 
viewership of Lithuanian Television is IO percent. 
LithuaniJn Radio enjoys the largest radio audience, with 
45 percent of all listening time. The next most popular 
radio stations are M-I, M-I Plius, and Lietus. 

Lithuania's leading private media are financially vi­
able. Debates on introducing a subscriber's fee for the 
debt-laden Lithuanian Television are under way. If ap­
proved, each household would pay 4-6 litas ($I-$1.50) 
beginning July I, 2002. Lithuanian Radio and Lithuanian 
Television also plan to move to a producer system and to 
sign annual contracts with employees. 

Electronic sources of information are expanding, and 
traffic to the Web sites of news agencies, radio stations, 
television channels, and daily papers is increasing steadily. 
The most popular information portals are Delfi, the Web 
sites of the news agencies ELTA and BNS, and the Web 
site of the M-I radio station. 

Lithuania's mass media continue to enjoy the high­
est degree of public confidence (over 70 percent of the 
population) of all institutions. The Commission on the 
Ethics ofJournalists and Publishers and the Inspector of 
Journalists' Ethics function as supervisory institutions. 
Attempts to establish an ombudsman's office for the 
media failed when the 2000 Law on Public Information 
was adopted. Notably, most influential media represen­
tatives act professionally in accordance with the Ethical 
Code ofJournalists and Publishers. 

Lithuania's newspaper distribution system is privately 
owned. The largest periodicals like Lietttvos Rytas oper­
ate their own subscription services. The only exception 
is the state-owned Lithuanian Post, which holds a small 
share of the market. It distributes small periodicals and 
targets mostly rural audiences. The largest distribution 
company, Lietttvos Spattda, was formed from a former 
Soviet monopoly. Several private companies distribute 
publications through a chain of gas stations, grocery 
stores, and hotels. 



The media in Lithuania arc editorially independent. 
Publications may be closed and journalists penalized only 
by court decisions. There has been some evidence of pri­
vate owners influencing journalists. In addition, the new 
government of Social Democrats and Social Liberals has 
tried to limit communication with the media by allowing 
reporters and journalists to communicate with mini!tters 
only in a remote press conference hall and only if the 
ministers themselves agree. Direct radio feeds of cabinet 
sessions for reporters have been terminated. State-owned 
National Radio and Tclc\'ision remain under consider­
able pressure from the government, which controls bud­
get allocations. 

The Lithuanian Constitution guarantees the freedom 
to "pursue, receive, and disseminate information and 
ideas." Yet the same article provides that this freedom 
may be limited by law ifit is necessary to "protect a man's 
health, honor, dignity, private life, and morals or to pro­
tect the constitutional order." Although there arc no spe­
cial penalties for libeling public officials, the criminal code 
docs provide for two years of imprisonment, two years of 
penitentiary labor, or a fine for libeling or disseminating 
false information that defames a person. Drawing on the 
civil code, the court can mandate an indemnity of 500 
litas ($125) to 10,000 litas ($2,500) for publicizing false 
information that dishonors a person or for publishing in­
formation about a person's private life without his or her 
prior consent. In the fall of 2000, for example, criminal 
charges were brought against the daily Lictttl'OS Aidas for 
inciting ethnic discord when it published about 50 anti­
Semitic articles. However, in March 2001, the Lithuanian 
Jewish community asked the general-prosecutor's office 
to drop the charges against the newspaper's chiefs after 
they issued an apology. 

The Journalists Union, the Public Relations Associa­
tion, and the Journalists Center are the most prominent 
media organizations. In November 2001, the Lithuanian 
Journalists Federation was established. The federation aims 
to be more active than the Journalists Union in conduct­
ing different projects, organizing training sessions for jour­
nalists, and protecting journalists' rights. Its establishment 
was viewed as a protest against the Journalists Union, which 
had ignored its members' proposal to summon an extraor­
dinary congress. The federation is expected to unite some 
400 journalists from around the country. 

According to recent public opinion surveys, 19 .5 per­
cent of the Lithuanian population use the Internet-a 
figure three times the world's average. Some 8.5 percent 
of Lithuanian inhabitants use the Internet every day or 
several times a week, and a total of 5 .8 percent of 
Lithuanian citizens have access to the Internet at home. 
There are no restrictions or regulations on the use of the 
Internet. However, the Internet market has been affected 
by the 1998 Law on Telecommunications, which granted 
Lithuanian Telecom a monopoly in terrestrial communi­
cations until 2003. 
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Governance and Public Administration 
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Reform of the civil service system has been initiated in 
Lithuania. At the close of2001, Parliament was still debat­
ing a new bill that would help create an apparatus of profes­
sional civil servants; ensure continuity in the work of state 
and municipal authorities; and promote political neutrality, 
transparency, and responsible decision making in the provi­
sion of high-quality governmental services. The bill is also 
aimed at implementing a clear and transparent system of 
remuneration for public service and eliminating wage dis­
parities and unjustifiably high layoff benefits. 

According to the functioning 1999 Law on Civil Ser­
vice, government employees arc divided into politicians 
(ministers and elected officials), politically appointed civil 
servants, career civil servants, and civil servants engaged in 
the provision of governmental services. Municipal civil ser­
vants are employees of local governments. The law confors 
a considerable degree ofindcpcndcncc on civil servants, and 
critics charge that this policy poses a serious hindrance to 
state governance and public administration reforms. 

The new Law on Civil Service is expected to unify and 
streamline the system by specifying a unified list of civil ser­
vice offices and excluding from it persons who provide public 
services or perform technical functions. The draft law also 
defines the responsibilities of civil servants and outlines gen­
eral principles for applying punitive measures when those 
obligations are not fulfilled. Remuneration will be based on 
three levels of qualifications. 

Although Lithuania's Constitution and laws provide 
for a separation of legislative and executive powers, this 
system of checks and balances contains serious flaws. For 
example, there is disarray in the division of legislative and 
executive powers in drafting bills. Although the legisla­
ture is the effective rule-making institution, some two­
thirds of bills arc prepared by the government. The practice 
of delegating lawmaking powers to lower-tier executive 
institutions is widespread. Executive authorities have the 
right to enact legal provisions and statutory regulations 
that they themselves are responsible for implementing. 
They also define the procedures for inspecting and ensur­
ing compliance with them. Such inappropriately extended 
powers can lead to excessive regulation and arbitrariness 
in law enforcement. 

The Lithuanian legislature is criticized for over-regula­
tion and interventionism, which can be attributed to the 
practice of outlining detailed requirements rather than gen­
eral rules in laws. The high number and inconsistency of 
legal acts arc two other serious complaints. These weak­
nesses are mainly the result of chaotically and hastily adopt­
ing laws without setting forth a clear conceptual framework 
that gives proper regard for the strategic objectives of the 
state. The legislature adopted more than 3,300 legal acts 
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and 15 ,500 government decrees from 1990 through 200 l . 
The years 2000 and 200 l alone saw the passage of more 
than 800 laws and about 3,000 government decree~. To 
amend the situation, the Ministry of Justice adopted a 
resolution in December 2001 that enacts a methodology 
for preparing the conceptual frameworks of legal acts 
before dratting new laws or replacing existing ones. Each 
framework will indicate the rationale for adopting a new 
law; specify it~ goals, objectives, and content; contain an 
impact analysis and listing of legal documents that will 
be replaced or revoked; and analyze international legal 
norms . This measure is expected to be a watershed mo­
ment in legislative reform. 

Lithuanian law provides for the disclosure of gov­
ernment documents and sanctions such as no-confidence 
votes and impeachments. Also in place are self-policing 
mechanisms such as ethics committees. The office of the 
state ombudsman is responsible for external monitoring 
of state behavior. Controversial amendments to the Law 
on the Legislature's Investigators have been proposed. If 
adopted, they would restrict the right of ombudsmen to 
review the actions of Lithuanian law enforcement bod­
ies . The Human Rights Committee claims that narrow­
ing the authority of parliamentary overseers would not 
be appropriate. 

According to the Constitution, parliamentary inves­
tigators are prohibited from investigating instances of ex­
cessive bureaucracy and abuse of power only within the 
judiciary. There is already much concern that the current 
law does not allow them to investigate decision making 
in legal proceedings, and this clause remains in the new 
version of the law. Meanwhile, parliamentary investiga­
tors have uncovered numerous instances of abuse of of­
fice by law enforcement officials. Due to the efforts of 
parliamentary investigators, prisoners and detained sus­
pects can now receive medical examinations from inde­
pendent medical professionals. 

Although Lithuania's legislative and executive au­
thorities are becoming increasingly open, they are still 
criticized for lacking transparency. By law, bills and regula­
tions must be announced on the Web sites of respective 
policy-drafting institutions, but laws are often adopted 
without prior notice or public scrutiny. Cabinet sessions 
take place behind closed doors. The Parliament is more 
open, but it is not obligated to inform the public or the 
media of its work. The practice of public hearings is be­
ing increasingly used in parliamentary debates. 

In November 2001, Parliament amended the Law on 
Local Government to allow foreign citizens permanently 
residing in Lithuania to vote and contest seats in munici­
pal councils. However, foreign citizens may not be elected 
mayors, deputy mayors, or members of boards of mu­
nicipal councils. These amendments were adopted in or­
der to bring the law in line with proposed constitutional 
amendments on the rights of foreign citizens to partici­
pate in municipal elections. 

The existing system of subnational government was 
established on the basis of the 1992 Constitution and 
the 1994 Laws on Local Government and Administra­
tive Territorial Units. Lithuania has one level oflocal gov· 
ernmcnt, which includes 60 municipalities mostly with 
30,000 to 50,000 inhabitant~. There arc l 0 regional ad­
ministrations, or territorial units of the central govern­
ment, that are headed by centrally appointed governors. 
At the municipal level, subnational officials are chosen in 
free elections. The tenure of municipal councils is three 
years. These councils, in turn, appoint mayors. The gen­
eral opinion is that mayors, heads of territorial adminis­
trations, and governors ofregional administrations should 
also be elected rather than appointed. 

The responsibilities of the country's municipalities are 
divided into independent functions and duties delegated 
by the central government. Their main independent re­
sponsibilities include municipal development, management 
of local enterprises, and establishment and supervision of 
protected areas and objects. The main responsibilities del­
egated by the central government are primary and sec­
ondary education, primary health care and disease 
prevention, culture and sports, development of leisure and 
the tourism industry, environmental protection, the pro­
vision of social assistance, garbage collection, fire protec­
tion, heating, water supply, and sewerage. In some areas, 
such as health care and education, both central and local 
authorities are involved. Ambiguities in the division of 
power have impeded decentralization and the establish­
ment of a stable fiscal structure for municipalities. They 
have also led to intergovernmental tension, inefficient pro­
vision of services, and unclear accountability. 

Municipal governments generally lack funds to meet 
their expenditure obligations, owing mainly to misman­
agement and expanding local government authority. Mu­
nicipalities are free to allocate funds among expenditure 
categories, with the exception of functions delegated by 
the central government. Municipal revenues arc raised and 
transferred by the central government, and changes are 
negotiated between municipalities and the central govern­
ment and approved by Parliament every three years. Local 
authorities are not authorized to introduce or collect taxes, 
but they may levy some local charges and user fees. They 
can also lower tax rates at the expense of their own rev­
enues. More than 70 percent of municipal revenues comes 
from personal income taxes and subsidies from the central 
budget. The fiscal capacities oflocal governments are equal­
ized according to expenditure-need assumptions. 

Professional skills and managerial abilities oflocal of­
ficials vary significantly across municipalities. In most lo­
cales, leaders and civil servants lack skills and are inclined 
toward excessive interventionism. Political connections 
and cronyism are widespread in the hiring of civil ser­
vants, but such influence on professional activities is 
weaker. In 2001, parliamentary chairman Arturas 
Paulauskas formed a task force to establish ethical prin-



ciples for politicians and civil servants, including honor­
ing the indi\•idual and the state and exhibiting fairness, 
altruism, propriety, and openness in one's work. These 
principles are expected to provide the foundation for a 
planned official code of civil service ethics. 

RULE OF LAW 
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On July l, 2001, a new civil code that is in accord with 
EU law and other international legal acts came into effect. 
The law comprises six volumes: general provisions, regu­
lation of the legal status of natural and legal entities, legal 
relations for families, execution and defense of material 
rights, legal rights of inheritance, and legal regulation of 
different kinds of contracts and agreements. Jn 2001, sev­
eral amendments to the Lithuanian Constitution were also 
initiated, each one relating to Lithuania's integration pro­
cesses with the EU . In November, Parliament approved in 
its first reading an amendment to Article 47 that allows 
foreign citizens and corporations as well as Lithuanian com­
panies to buy farmland. Lithuanian corporations will be 
able to buy farmland as soon as the amendment passes; 
foreigners will have to wait until Lithuania joins the EU. 
An amendment to Article 119, submitted to Parliament in 
July, envisages increasing the tenure of municipal govern­
ment bodies from three to four years as well as giving EU 
citizens who reside permanently in Lithuania the right to 
vote and contest seats in municipal council elections. 
Changes to Article 36 would provide grant authority and 
functions in certain matters to the EU and supremacy to 
EU law over Lithuanian legislation. 

The initiation of a constitutional amendment requires 
the consensus of one-quarter of the members of Parliament. 
The legislature must vote twice on the measure, with an 
interval of three months separating the two ballots. A two­
thirds majority is required in both ballots for a constitu­
tional amendment to pass. The Constitution may also be 
amended by referendum. 

Lithuania's Constitutional Court has proved to be an 
independent, powerful, and reliable guardian of constitu­
tional rights. However, rulings of the Constitutional Court 
are not always properly enforced. The Constitutional Court 
has adopted 65 rulings that find laws to be in conflict with 
the Constitution, but only 44 of its decisions have been 
implemented . According to the Constitution, a law loses its 
legal force on the day the Constitutional Court's ruling is 
published . 

In November 2001, the Constitutional Court ruled that 
the government's 1998 protocol decision to allow 
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Denmark's Danisco Sugar to acquire about 90 percent own­
ership in Lithuania's sugar factories violates the Constitu­
tion . The Court was asked to judge whether the aforesaid 
decision did not contradict the constitutional articles ban­
ning monopolization of production and markets and pro­
tecting honest competition. The Constitution requires that 
market concentration issues be established by government 
resolutions, not protocol decisions. In July 2001, the Con­
stitutional Court also ruled that legislation reducing judges' 
salaries violated constitutional clauses on the separation of 
powers. The former government of Gediminas Vagnorius 
had raised wages for judges significantly, but Prime Minis­
ter Andrius Kubilius later reduced them drastically as part 
of general budget cuts in 1999. In October 2001, the Con­
stitutional Court found unconstitutional a provision in the 
Lithuanian code of administrative violations of law that al­
lowed authorities to hold a person's driver's license until he 
or she paid an outstanding traffic fine . 

Parliament has adopted a new criminal code that will 
take effect in 2003. The existing criminal code and Law on 
Criminal Procedure have been reformed through more than 
300 amendments. A number of activities, including homo­
sexuality, have been decriminalized, and capital punishment 
has been abolished . The court system has been modernized, 
and criminal prosecution is now subject to stricter proce­
dures. Yet criminal penalties in Lithuania remain rather strict, 
and its prison population is among the largest in Europe. 
Public prosecutors authorize searches. Judges issue warrants. 

A recent inspection and study by the European Com­
mittee for the Prevention of Torture and Inhuman or De­
grading Treatment or Punishment defined conditions of 
detainees in police lockup in Lithuania as inhuman and de­
grading. They found ill treatment, abuse, violence, and even 
torture of those detained by police to be of great concern. 
Compared to police facilities, relatively few allegations of 
physical ill treatment of inmates by prison staff were noted. 
However, a high level ofinterprisoner violence was recorded. 
Overcrowding in Lithuanian prisons was found to be a seri­
ous problem. The Lukiskes Prison in central Vilnius, with a 
capacity of 906, held 1,5 78 prisoners as of May 2001; 72 
are serving life terms. President Adamkus has contended 
that even though conditions for inmates are good, interna­
tional aid is needed to make improvements. On October 
30, 2001, in spite of the Council of Europe's recommenda­
tion, Parliament rejected amendments to the criminal and 
penal codes that would have eased conditions for prisoners 
who are serving life sentences. The amendments would have 
allowed prisoners to be transferred from prisons to high­
security work colonies after serving at least a decade of hard 
time without infraction. 

Judicial decisions are enforced quite effectively in the 
criminal sphere, but the enforcement of decisions in civil 
cases is regarded as ineffective. There are serious concerns, 
though, over delays in probing criminal cases, even the sim­
plest of which are dragged out for months. The process of 
court hearings is long, and witnesses and victims can be 



262 • LITHUANIA 

called to court dozens of times. A new code on criminal 
process, currently under preparation, is expected to bridge 
these g.1ps, but the president has proposed improving the 
performance of Lithuanian law enforcement without delay. 

The Constitution provides for human rights and their 
protection, including the rights to own property and to own 
and work in business. Lithuania has ratified major interna­
tional conventions on human rights, including the Euro­
pean Convention on Human Rights. The Framework 
Convention on Protection of National Minorities has also 
been signed and ratified. All citizens arc treated equally by 
law and in practice. In 2000, 183 applications regarding 
violations of human rights were registered in Lithuania. 
There is also some evidence of discrimination against women 
and sexual minorities. The 1999 Law on Equal Gender 
Opportunities defines and prohibits gender discrimination 
and rcgulate'i relationships in the areas of employment and 
education. A controller's office for equal gender opportu· 
nities has been established. 

According to a survey commissioned by the United 
Nations Development Program in November 2001, almost 
39 percent of Lithuanian citizens claim that human rights 
arc systematically violated in Lithuania; only 3.2 percent 
think violations are totally or almost nonexistent. A total of 
85 percent of the respondents complained about violations 
of the right to work, 77 percent about violations of the 
right to fair wages, and 79 percent about violations of a 
proper living standard. More than half of those polled ex· 
pressed dissatisfaction with social safety, health care, and 
educational provision. The most secure rights, according to 
respondents, are freedom of religious conviction, freedom 
of expression, and the rights of ethnic minorities. In gen· 
era!, Lithuania's human rights record is very good, and the 
country stands out in the region in terms of activities per· 
formed by ombudsmen. 

Minorities are free to establish their own educational, 
cultural, and religious institutions. Inciting ethnic discord is 
prohibited. Since 1999, the country's Jewish community has 
expressed concern over anti-Semitic remarks made by some 
politicians and fiinge political groups. The daily LictttJJosAidns 
faced criminal charges for inciting ethnic discord when it 
published about 50 anti-Semitic articles in 2000. The 
Lithuanian president, the prime minister, and some profes· 
sional organizations of journalists strongly criticized the anti· 
Semitic attacks in the paper. As mentioned previously, the 
Lithuanian Jewish community asked the general-prosecutor's 
office to drop charges against the newspaper's chiefs, who 
had apologized for the publications and promised not to 
publish such material in the future . That same month, the 
parliamentary Ethics and Procedures Commission ruled that 
Vytautas Sustauskas, a member of Parliament, had behaved 
unethically and irresponsibly when he incited ethnic and reli­
gious discord with anti-Semitic remarks during an interview 
with a Swedish television station. The Center Union asked 
the Ministry of Justice to outlaw Sustauskas's populist 
Lithuanian Freedom Union based on the Law on Political 

Parties, which forbids the incitement of ethnic, religious, and 
national strife by political parties. 

The Lithuanian state recognizes nine religions as tradi­
tional: Roman Catholicism, Greek-rite Catholicism, Evan· 
gdical Lutheranism, Evangelical Reformers, Orthodoxy, Old 
Believers, Judaism, Sunni Islam (the traditional religion of 
Lithuanian Tartars), and Karaism. The Lithuanian Law on 
Religions mandates parliamentary recognition ofother non­
traditional religions as part of Lithuania's historic, spiritual, 
or social heritage if they enjoy public support and do not 
violate the country's laws and morals. Thus, there is a four­
tier system of traditional, state-recognized, registered, and 
unregistered religious groups. The L1w on Religions allows 
religious communities to ask for state recognition after 25 
years have passed since their registration with the Ministry 
of Justice. In July 2001, Parliament granted the Union of 
Lithuanian Evangelical Baptist Communities (1,000 mem­
bers) official state recognition but refi.tscd to give the group 
official status as a traditional religious community. Some 
members of Parliament have proposed naming pagans, ad­
herents of the historic Baltic belief system, as a traditional 
religious community. Pagans have been refused legitimiza­
tion until now. Around 18 percent of the population does 
not identify with any religious denomination. 

Both traditional and state-recognized religious com· 
munitics can receive state subsidies and do not pay social 
and health insurance for clergy and other employees. They 
are not charged a value-added tax on electricity, telephone 
service, and heating. Only so-called traditional communi­
ties have the right to teach religion in state schools and buy 
land to build churches. Others have to rent land. Religious 
communities that are registered by the Ministry of Justice 
cannot receive state subsidies, tax exemptions, or social ben­
efits, but they can rent land for religious buildings. Unreg­
istered communities may not rent land, but there are no 
reports that such groups have been prevented from wor­
shiping or seeking new members. 

The courts of the Republic of Lithuania include district 
and county courts, the court of appeals, and the Supreme Court 
of Lithuania. It is estimated that one-third to one-half of all 
judges arc new appointees. The number of judges has grown 
from 456 in 1996 to 700 in 2001; of these, 450 arc employed 
in district courts. Nevertheless, an increase in caseloads has 
caused a net deficit of judges, especially at the local level. 

Recently, the administration of justice and separation 
of powers in Lithuania have appeared to be in serious disar­
ray. A 1999 ruling by the Constitutional Court voided much 
of Lithuania's established law and legal practice regarding 
the courts, finding that the executive branch had undue 
influence in violation of the Constitution's system of checks 
and balances. The Court's ruling established a conceptual 
basis for judicial independence, but it also created a legal 
vacuum. While the aforesaid legal acts became void after 
the Court's ruling took effect, a new Law on Courts is still 
in preparation. As a result, the lines of administrative au­
thority are currently unregulated. 



A recent study by the Open Society Institute found that 
Lithuanian courts have inadequate financial autonomy and 
that judges work in unsatisfactory conditions. The study .1lso 
found that a reduction in judges' salaries threatens to inter­
fere with independence of the judiciary and create unaccept­
able pressures on judges' impartiality. The Ministry of Justice 
has no formal control over court decisions except in matters 
of technical support, but its influence is significant. Most law­
yers and businesspeople claim that the state exerts pressure 
on judges, particularly in cases against state institutions re­
garding economic matters. There has been evidence of state 
officials exerting pressure on judges to deliver guilty verdicts 
in certain reson.mt criminal cases or to adopt favorable rul­
ings toward particular persons in civil cases. 

In November 2000, Parliament resolved by an abso­
lute majority of votes that the country's prosecutor-general 
is appointed by the president with Parliament's approval. 
Until then, Parliament had made the appointment on the 
recommendation of the parliamentary Committee on Le­
gal Affairs. Although most judges rule fairly and impartially, 
opinion polls still indicate that public mistrust of judges is 
high (about 80 percent). Politicians and members of the 
media also distrust the judicial branch. As a result, judges 
operate in a hostile atmosphere in which a significant part 
of legal costs arc paid as bribes to them and to solicitors. 
Large companies arc more likely to initiate lawsuits than 
small businesses and ordinary citizens, who find the expense 
in time and money too great. 

J udgcs on the Supreme Court and court of appeals arc 
nominated by the president and approved by the legisla­
ture. The president also appoints district court judges. All 
judges are appointed for lite. The Constitutional Court has 
proved to be immune to political pressure. The chairman of 
the legislature, the chairman of the Supreme Court, and 
the president each nominate one judge to the Constitu­
tional Court. 

By law, the state must provide public defenders. Be­
cause of a dramatic decline in the number of available law­
yers, who were poorly compensated, the government now 
requires that private la\\ycrs provide a certain amount of 
service to the state. At present, the average monthly salary 
of lawyers is $2,000, while the country's average is $267. 

Corruption 
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Since 1997, the Special Investigation Bureau within the 
Interior Ministry has been in charge of official anticorrup­
tion initiatives. The bureau reports to the president and 
Parliament. The president appoints and dismisses the direc­
tor of the bureau at the recommendation of Parliament. 
Lithuania is the only European country with a special anti­
corruption institution of this kind. 
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In the fall of 200 I, the government adopted a national 
anticorruption stratcb'Y that was prepared by the Special 
Investigation Bureau in cooperation with Danish and local 
c:..pcrts. Key clements of the strategy include corruption 
prevention, investigation of corruption-related offenses, and 
public awareness of and support in disclosing corruption. 
The strategy envisages streamlining of intcragcncy struc­
ture for fighting corruption by organizing, planning, and 
executing joint actions that will help deter and disclose 
crimes. The implementation of the strategy will involve state 
authorities, NGOs, educational institutions, auditing orga­
nizations, and the private sector. 

This strategy is the first official Lithuanian document 
that recognizes deregulation and reduction of bureaucracy 
as keys to fighting corruption. Its main focus will be on 
eliminating legal loopholes that create conditions for abuse 
of official power by granting excessive authority to public 
officials. The strategy also envisages making public officials 
personally responsible for enacting inadequate legal provi­
sions, regulations, or administrative decisions. A work plan 
for implementing the strategy is under consideration. 

According to the L1w on Civil Service, civil servants 
arc not allowed to sit on enterprise boards, represent enter­
prises, or make contracts with related entities. Yet the press 
has teatured numerous political ties to businesses. The worst 
situation is in state-owned sectors, where old 11omc11klat11ra­
typc appointees have dose connections with central gov­
ernment and municipal authorities. Ethical standards 
concerning relationships between businesses and politicians 
arc in place but arc frequently ignored . Public opinion docs 
not exert much pressure on politicians to obey these stan­
dards . On the other hand, the public is often suspicious 
about businesspeople in politics, even if there is no evidence 
of the abuse of official power. 

By law, when persons accept employment in state ser­
vice, they cannot represent any interest related to their 
former place of employment for one year. The law also pro­
hibits conflicts of interest and requires financial disclosures 
by politicians, managers of companies, and their spouses. 
Presidential, parliamentary, and local council candidates must 
declare their property and income before elections. Elected 
politicians, political appointees in the civil service, and di­
rectors of companies must make annual declarations of their 
income and property. The criminal code includes provisions 
against, and prescribes severe penalties for, racketeering. 
Executive and legislative bodies operate under audit and 
investigate rules, but in many cases these arc applied in a 
rather formal or fragmented manner. 

In 2001, the Special Investigation Bureau exposed 194 
crimes. Of these, 118 were against state office-an increase 
of 110 percent over the previous year. A total of 124 offi­
cials were determined to be under suspicion of crimes. The 
Special Investigation Bureau also launched 145 criminal cases 
in 2001, of which six were terminated. Most of the cases 
involved police officers, civil servants, and customs officers. 
Charges have also been brought against several lawyers, 
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solicitors, notaries, and officials of the State Border Secu -
rity Department and the Investigation Department. A num­
ber of municipal officials who are involved in corrupt 
practices have been exposed and under investigation . Sev­
eral lawyers, notaries, and tax officers have been prosecuted 
and convicted. 

Corruption and bribery arc entrenched in many areas. 
As businesspeople report, the most vulnerable areas arc cus­
toms, public procurements and tenders, the road police, 
offices that issue licenses and government permissions, 
courts, tax inspections, and municipal services. Investiga­
tions suggest that corruption occurs in at least 75 percent 
of public procurements. The mass media, schools, and the 
army are considered the least corrupt institutions. 

Corruption is particularly pervasive within Lithuania's 
extensive regulatory system. The biggest cause for concern 
is the inconsistency and discretion that regulatory authori­
ties exercise in interpreting, applying, and enforcing regu­
lations. The leading complaint is related to the issuance of 
permits such as licenses, registrations, certificates, approv­
als, and consents or warrants, because they are predicated 
on vague rules and involve excessively complex procedures. 
In many cases, permissions must be obtained not only for 
entities to operate in the market, but also for particular prod­
ucts and professional acti\'ities or processes. 

Most regulatory obligations are vaguely defined, change 
frequently, and are repetitive or even retroactive. Compa­
nies are subject to extensive employment, sanitary, and re­
porting requirements. Routine administrative procedures 
and decision-making processes are frequently protracted. 
Regulatory authorities have a right to perform on-site in­
spections for labor safety, fire prevention, hygiene, and other 
work conditions and to impose large penalties without court 
proceedings. This, in turn, creates ample opportunity for 
corruption. 

The launch of the Sunset and Sunrise Commissions in 
1999 by the Kubilius administration was a major contribu­
tion to Lithuania's efforts to curtail corruption . Their re­
spective aims were to reduce bureaucracy and to improve 
the business environment by eliminating unjustified regula­
tions. For example, 10 market regulation agencies respon­
sible for controlling food and nonfood products were 
reorganized into 2 agencies, thus eliminating overlapping 
regulations and reducing the bureaucratic apparatus. In 
November 2001, Prime Minister Brazauskas revived the 
Sunrise Commission with the goal of implementing many 
significant proposals that had been formulated but never 
implemented owing to frequent cabinet reshuffles and a lack 
of executive discipline in executing government-approved 
policies. The adoption of a proposal that allows applicants 
to file all necessary documents for obtaining official per­
missions with one authority and the creation of automatic 
procedures for issuing those permissions will be vital in the 
fight against corruption. 

The salaries of civil servants, both at national and 
subnational levels, are higher than those paid to individuals 

with comparable qualifications and responsibilities in the 
private sector. The difference has been steadily widening 
since 1990. At present, the average net earnings of civil 
servants are $276 per month as compared with the country's 
average of $267. 

The results of an opinion poll presented by the 
Lithuanian branch of Transparency International in early 
October 2001 show that 61 percent of Lithuanians are pre­
pared to offer bribes if it might benefit them. Although 
most people condemn corruption, they also recognize it 
has become the norm. Some 72 percent said that bribes 
help solve problems; 36 percent of residents and 37 percent 
of businesspeople had given bribes over the last five years. 
Half of those polled thought corruption had increased over 
the same period. Yet 77 percent of residents and 60 percent 
of businesspeople maintained that corruption is a serious 
drag on civic and business growth. Although most residents 
of the country learn about corruption from the media, 
businesspeople claim to have personal experience with it. 
The likelihood of facing corrupt officials is estimated to be 
about 50 percent in the road police, 40 percent in health 
care institutions, and 30 percent in customs. As the Trans­
parency International survey revealed, the average bribe a 
citizen offers is around $200; businesspeople shell out an 
average of$2,000. 
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Steady macroeconomic stabilization, early and effective 
voucher privatization, the continued sale of state prop­
erty, and business liberalization have been essential to the 
democratization process in Lithuania. Today, international 
organizations recognize that Lithuania is on track with eco­
nomic restructuring and adjustments designed to meet the 
requirements of EU membership. Yet they still put pres­
sure on the country to tighten fiscal policy and accelerate 
structural changes. The IMF, for example, has called for 
continued efforts to reform municipal finances, to clear 



central government arrears to the state health insurance 
fund, and to overhaul the tax system in the run-up to EU 
accession. The continued privatization of state enterprises 
is another priority. 

Lithuania is in the second phase of privatization, which 
is based on cash sales. The first round, voucher privatization, 
was completed in 1995 and absorbed 81 percent of state 
property that was slated for sale. Cash privatization was 
considerably delayed owing to prolonged debates on the 
sale of strategic items, especially state-owned banks. The 
merger of Lithuania's Hansabankas' with the Lithuanian 
Savings Bank, the second largest commercial bank and the 
biggest retail bank, and the sale of the Shipping Co1J1pany 
LISCO in April 2001 marked the start of privatization of 
strategic enterprises. In November 2001, the German 
Norddeutsche Landesbank Girozcntrale won the tender on 
the sale of a 76 percent stake in the Agricultural Bank, the 
last state-owned bank. Thus far, about 3,000 items have 
been sold during the second round of privatization; another 
3,000 entities are slated for sale. The biggest sales will in­
clude the power utility Lithuanian Energy, the natural gas 
distribution compan)' Lietuvos Dujos, Lithuanian Airlines, 
and Lithuanian Railway. 

The 1997 Law on Privatization defines several meth­
ods of privatization, including public auction, public ten­
der, direct negotiations, public sale of shares, rent-to-own, 
and transfer of control of state-owned enterprises. For­
eign and local investors have equal rights. Buyers of large 
enterprises are subject to special qualification requirements 
and obligations regarding future investments and job pres­
ervation. This has often reduced the transparency and pace 
of privatization and resulted in artificial ownership con­
centration and lower proceeds. The state has the right to 
retain a so-called golden share that grants extra 
nonpropcrty rights when more than half of the public stock 
in a public utility or in a transportation, energy, oil, or 
communications enterprise is sold. Privatization through 
the stock exchange-the key to efficient and transparent 
privatization-has been scant. Of the 947 entities priva­
tized in 2000, only 26 were sold on the stock exchange. 
In late 2001, a decision was made to expand the use of the 
stock exchange in this regard. 

According to the LOS, the private sector creates about 
75 percent of the country's GDP and employs 70.5 percent 
of all working individuals. Small and medium-sized enter­
prises account for about 96 percent of all registered compa­
nies. Of the more than 100,000 operating small and 
medium-size businesses, 43 percent are engaged in com­
merce, 32 percent in services, and 9 .5 percent in manufac­
turing. Private ownership rights have been restored to 79 
percent of all rural lands claimed in citizens' applications. 

According to expert estimates, the informal sector 
shrank from 27 percent of gross domestic product in 1998 
to 21 percent in 2001, owing mainly to the expansion of 
local enterprises and increased reliance on their good repu­
tation. Unreported exports and imports decreased from an 
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estimated 20 percent of tot.ti trade in 1998 to 14 percent in 
2001 . The main factors that continue to stimulate informal 
undertakings are high taxes, excessive state regulation and 
market restrictions, price differences with neighboring coun­
tries, an underdeveloped public administration, and corrup­
tion. Informal activities are particularly widespread in 
commerce involving foreign countries, small businesses, and 
household services. An increase in excise duties has bol­
stered the illegal trade in fuel and tobacco products. 

Over the past few years, Lithuania has maintained 
strong macroeconomic positions and economic growth, 
with low inflation and interest rates. Lithuania's GDP rose 
by 3.9 percent in 2000 and 5.7 percent in 2001 . Expand­
ing mining and processing industries, plus rising trade and 
exports, have contributed decisively to this growth. How­
ever, a decline has been recorded in transportation, ware­
housing, communications, and agriculture. Annual inflation 
was 2 percent in 2001, as compared with 1.4 percent in 
2000, 0.3 percent in 1999, and 2.4 percent in 1998. The 
average rate of inflation was 1.3 percent in 2001 and 1 
percent in 2000. 

The year 2001 was marked by significant policy deci­
sions, including the repegging of the national currency, the 
litas, from the U.S. dollar to the cum. The change is sched­
uled to take place on February 2, 2002. In addition, Parlia­
ment adopted amendments to the Law on the Bank of 
Lithuania that give the central bank more independence. It 
also made numerous changes to the tax system, owing mainly 
to EU integration and membership in the World Trade 
Organization. However, some of the changes to the tax sys­
tem stem from the government's leftist policies and threaten 
to aggravate Lithuania's business environment. 

The tax burden increased steadily until 1998 and has 
constituted 32 percent of GDP for the past three years. By 
some estimates, the tax burden may make up as much as 37 
percent of GDP. Over 90 percent of tax revenues are col­
lected from VATs, income taxes, excise duties, and customs 
duties. The 18 percent VAT is the most effective of all 
Lithuanian taxes. The personal income tax is charged at a 
regular rate of 33 percent but will fall to 29 percent starting 
in 2003 . Tax-exempt minimum income will rise from 214 
to 250 litas in April 2002. A 15 percent capital gains tax 
was abolished on January 1, 2001, but the ruling coalition 
is seeking to reimpose it. 

The corporate income tax will drop from 24 to 15 per­
cent in January 2002. At the same time, though, a zero tax 
rate on reinvested profits will be eliminated. This decision 
is likely to exacerbate the investment climate, reduce the 
competitiveness of Lithuanian enterprises, and increase tax 
evasion. Starting in 2002, excise duties will be charged only 
on alcohol, fuel, and tobacco, as required by the EU. 

High tax rates and ambiguous rules have led to largc­
scale tax evasion. Lithuania's tax laws grant broad powers 
to tax officers who have the right to exact tax arrears from 
personal accounts and to seize a taxpayer's property with­
out court proceedings. The object, scope, and time of an 
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inspection arc left to an officer's discretion. In September 
200 l, amendments to the Law on Tax Administration took 
effect. These changes in law expanded the powers of tax 
officers by allowing them to impose various restrictions on 
business enterprises, to take copies of a tJ.xpayer's docu­
ments or computer data temporarily, and to lift or reduce 
penalties and tines. On the positive side, bonus payments 
for exacted taxes and the right to terminate a business ac­
tivity for violations of tax laws were abolished. 

When the litas is repeggcd to the U.S. dollar, it will be 
neither devalued nor revalued during the shift. Since 1994, 
Lithu.tnia's currency board system has backed cash in circu­
lation with 100 percent hard currency and gold reserves. It 
has also secured full internal convertibility of the national 
currency, shielded the monetary system from political pres· 
sure, brought about a considerable decline in interest rates, 
and curbed inflation, which fell from 35.7 percent in 1995 
to 2 percent in 2001. 

The Bank of Lithuania is an independent institution. 
Amendments to the Law on the Bank of Lithuania, adopted 
in March 200 l, redefined price stability rather than cur· 
rency stability as the central bank's primary aim. Critics 
charge that the bank does not have the necessary instru· 
ments to ensure price stability, even though responsibility 
for it rests entirely in its hands. Under a currency board 
regime, the Bank of Lithuania has limited powers to regu· 
late interest rates and curb inflation. Yet the amended law 
opens the way for an arbitrarily regulated exchange rate-a 
provision that has been criticized as superfluous given that 
the law precludes devaluation or revaluation of the litas 
during the repeg. 

Lithuania's banking sector is stable. At present, nine 
commercial banks and branches of four foreign banks-the 
Polish bank Kredyt Bank S.A., the German Nord/LB and 
Bank Vereins-und Westbank, and the Finish Merita Bank 
Pk-are operating in the country. In April 200 l, the 
Lithuanian Savings Bank merged with Lithuania's 
Hansabankas and was reorganized into Hansa-LTB. It has 
a combined share of about 36 percent of the Lithuanian 
deposit market. Vilnius Bankas, owned by the Swedish bank· 
ing group SEB, holds 41 percent. Negotiations with the 
German Norddeutsche Landesbank Girozentrale are under 
way on the sale of the last state-owned bank, the Agricul­
tural Bank. Since the start of reforms, bankruptcy proceed­
ings have been instituted against 14 Lithuanian commercial 
banks, of which 12 have been declared bankrupt. 

The banking sector relies on traditional governmental 
safety mechanisms. International accounting and risk man· 
agement standards are being implemented. As of July 2001, 
Lithuanian banks must comply with five prudential require­
ments on a daily basis. These are capital adequacy, liquid­
ity, maximum open position in foreign currency and 
precious metals, maximum exposure to a single borrower, 
and large exposure . A mandatory deposit insurance sys­
tem has also been installed. In October 2000, the manda­
tory reserve requirement for commercial banks was reduced 

from 10 to 8 percent; a further cut, down to 6 percent, is 
planned. 

The National Stock Exchange of Lithuania (NSEL) 
comprises 56 companies, of which 7 are on the Official List 
and 49 on the Current List. While the Official and Current 
Lists have been quite stable, the number of nonlisted secu­
rities has shrunk owing to concentration trends and the re­
organization of companies into limited liability enterprises. 
Every year some 50 companies withdraw from the NSEL. 
These trends arc likely to intensify since the number of share­
holders allowed in limited liability companies was raised fi-om 
50 to 100 in July 200 l. At the end of September 2001, the 
capitalization of the NSEL totaled $3 billion, with $1.525 
billion for listed securities and $1.475 billion for unlisted 
securities. 

A program for business deregulation, launched by the 
Kubilius administration in 1999, marked a watershed in the 
improvement of business conditions in Lithuania. A Sun­
rise Commission, set up for removing unnecessary market 
constraints, brought about long-awaited amendments to 
income tax laws and the liberalization of employment, cus­
toms, capital market, land purchase, and building regula­
tions. A lack of political will and administrative discipline, a 
lengthy approval process, and cabinet reshuffles have pre­
vented full implementation of the program. In addition, 
the current government is actually considering new regula­
tions. In the fall of 2001, for example, it set a minimum 
purchase price for grain and reintroduced state regulation 
of refined sugar prices. Price regulations are still applicable 
to energy resources, agricultural commodities, pharmaceu­
ticals, medicines and medical services, and transportation. 

The main obstacles to running a business are excessive 
licensing, registration, closure, reporting, and other require­
ments. The regulations are vaguely defined, frequently 
changed, repetitive, and not readily available. More than 
70 controlling institutions have a right to apply and pre· 
scribe rules at their own discretion, thus making compli­
ance costly, cumbersome, and time-consuming, especially 
for small businesses. In addition to registering with the 
Ministry of Economics and municipal authorities, compa­
nies must register with the State Tax Inspectorate and the 
State Social Insurance Board . A single register of legal enti­
ties is still nonexistent. There is also no unified mechanism 
for the exchange of information among state institutions. 

Licenses and official permissions are required for a wide 
range of business undertakings and professional activities, 
but the procedures for obtaining licenses and permissions 
are lengthy, complex, and often incoherent. According to 
a survey conducted by the LDS, 86 percent of firms con­
sider the business environment in Lithuania to be unsatis­
factory. Of the 230,000 small and medium-size enterprises 
that were registered as of January l, 2000, only about 
102,000 were in operation, 68,000 had closed down, and 
the remaining 60,000 had suspended their activities. Al­
most half of all new enterprises are liquidated during their 
first three years of operation. 



The 1999 Law on Competition prohibits monopolistic 
practices as defined in EU law and lays down responsibility 
for violations of competition on the part of the state. The 
Competition Council, an independent public institution, 
oversees the implementation of the Law on Competition 
and competition policy in general. In July 2001, a new Law 
on Joint Stock Companies came into effect. Companies may 
now borrow from both their corporate and individual share­
holders, but a limit is set on interest payable on such loans. 
New laws shorten bankruptcy proceedings and call for two 
rounds of responding to creditors' claims. However, these 
laws contain serious flaws. 

The ConstitutJon and corresponding laws guarantee and 
protect property rights. However, court delays are frequent, 
and the process of post-Communist property restitution has 
been protracted . Progress has been made in securing intel­
lectual property. Violations of authorship rights and the 
volume of pirated materials have declined. Computer soft­
ware remains particularly vulnerable to abuse, though, ow­
ing largely to a lack of experience and technical capacity, 
inadequate sanctions for offenses, and insufficient author­
ity of supervisory institutions. Real estate registers are reli­
able but not entirely operational. 

Lithuania became a member of the World Trade Orga­
nization on April 24, 2001. To meet WTO obligations, 
Lithuania reduced import duties on sugar, alcoholic drinks, 
agricultural and textile products, and certain household and 
construction goods. It also raised import duties on wine to 
the maximum allowable rates and increased tariffs on cer­
tain imported vegetables. 

A small domestic market, scant natural resources, and a 
favorable geopolitical location make Lithuania open to, and 
dependent on, foreign trade. Foreign trade remains a driv­
ing force in the country's economic growth. According to 
the LOS, Lithuania's exports grew by 20.3 percent and 
imports rose by 15 .1 percent in 2001. Exports to EU coun­
tries accounted for 48 percent of total exports; exports to 
CIS countries were 19 .5 percent. Imports from the EU 
totaled 44.4 percent, while imports from the CIS made up 
over 29 .7 percent. The trade balance remains negative; how­
ever, with exports growing faster than imports, the foreign 
trade deficit has shrunk. 

Lithuania's applied tariffs currently average 5.4 percent 
on all products, 15 .2 percent on agricultural products, and 
2.5 percent on industrial commodities. The average tariffs 
Lithuania charges of countries with most favored nation 
status are lower than in all other countries in the region, 
except Estonia. More than 70 percent of total foreign trade 
is with countries that have free trade agreements with 
Lithuania, including member states of the EU and the Eu­
ropean Free Trade Association, as well as Latvia, Estonia, 
Poland, the Czech Republic, Slovakia, Slovenia, Turkey, 
Hungary, Ukraine, and Bulgaria. Lithuania's main export 
partners are the United Kingdom, Latvia, Germany, and 
Russia. Its main import partners arc Russia, Germany, Po­
land, and Italy. Mineral products, vehicles, and chemical 
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products constitute the bulk of imports. fa.ports include 
mostly mineral products, textiles, agricultural products, and 
foodstuffs . 

Cumulative foreign direct investment has grown to 
$2.53 billion, or $775 per capita. The bulk of FDI comes 
from Denmark, Sweden, the United States, Germany, and 
Estonia and is directed to processing industries, commerce, 
financial intermediaries, and telecommunications. During 
the period covered by this report, 62. 7 percent of FD I went 
to the capital, Vilnius, while the cities K.iunas and Klaipeda 
received 10.3 percent each. In September 2001, tax breaks 
for large-scale investors were revoked . These had included 
a 5-year freeze on direct tax rates for investors who pledged 
to invest at least $50 million within 3 year~ and a freeze of 
up to 10 years for strategic investors. Corporate tax breaks 
remain valid for foreign companies that received them prior 
to their elimination in 1997. Profits can be taken out of the 
country freely. Interest payable to foreign entities is taxed. 

Around 80 percent of Lithuanian power plants arc 
owned by the state, and restructuring of the energy sector 
has been seriously protracted. Enforcement of the Law on 
Electricity, which was adopted in July 2000 and provides 
for the creation of a competitive market and free competi­
tion between producers and suppliers, has been postponed 
twice. Lithuanian Energy, a vertically integrated monopoly 
in which the state holds an 86 percent stake, was reorga­
nized at the end of 2001 into two electricity distribution 
spin-offs and two power-generating facilities. Although the 
intention is to privatize these new entities, the transmission 
networks and the function of the market operator will be 
left to the state. 

In November 21, a plan for privatizing the natural gas 
distribution company Lietuvos Dujos was also adopted. A 
strategic investor and a gas supplier will be offered 34 per­
cent of the stock each. The state will retain 24 percent and 
sell the remaining 8 percent to local enterprises. Since gas 
suppliers and their related companies will not be allowed to 
become strategic investors, this prevents the Russian sup­
pliers ltera and Gazprom from participating in the tender. 
The sale to a Western strategic investor is set for comple­
tion by mid-2002. One of the requirements of this investor 
is the ability to link Lithuania's natural gas network to EU 
pipelines and thereby ensure alternative supplies. 

The state-owned Ignalina nuclear power plant supplies 
around 76 percent of all electricity consumed in Lithuania. 
Lithuania has pledged to decommission the first oflgnalina's 
two reactors by January I, 2005. A decision regarding the 
closure of the second reactor will be made in 2004. Since 
Ignalina is the largest electrical energy producer in Lithuania, 
its closure will affect the country's entire electricity market. 
As a result, its closure is closely related to the overall pro­
cess of energy reform. That is, it will create conditions for 
new market entrants and link Lithuania's overall energy 
market to those of west and north Europe. Lithuania is 
dependent on gas and oil pipelines from the CIS countries. 
The launch of the Bu tinge oil terminal has provided facili-
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ties to import oil. Other facilities include the Kl.tipeda oil 
terminal and railways. 

A fraying social safety net, high unemployment, and 
delayed pension, health care, and education reforms have 
been serious drags on Lithuania's democratization pro­
cess. The launch of mandatory folly funded pension insur­
ance is scheduled for 2004. In addition, in December 2001, 
the World Bank agreed to grant Lithuania $693,700 for 
tedrnical assistance in reforming its pension system. A par­
tial voucher funding system is being introduced in sec­
ondary education. These reforms, along with continued 
business dereguhition, are expected to accelerate changes 
in other social areas and thus in the overall development 
of the country. According to the UN's Htmurn Dcpc/op­
mcnt Report released in July 2001, Lithuania is among 
those countries with high levels of human development 
(based on lite expectancy, adult literacy, per capita GDP, 
and purchasing power indicators) and ranks 47th out ofa 
total of 162 countries. 

As the 2001 population census shows, Lithuania's popu­
lation has decreased by 5 percent over the past 10 years, 
owing mainly to emigration. It now totals 3.491 million, 
down from 3.675 million in 1989. A 2000 report by the 
LDS shows fewer marriages, more unregistered couples liv­
ing together, and a threefold increase since 1990 of chil­
dren born to young mothers out of wedlock. The number 
of crimes committed by young people has almost doubled. 

Lithuania's demographic trends are rather varying. Ac­
cording to the UN's recent H11ma11 Dcpc/opmcnt Rcpo1·t, 
the country's birth rate fell from 12.7 per 1,000 inhabit­
ants in 1993 to 9.2 in 2000. At the same time, its mortality 
rate continued a downward slide from 12.3 per 1,000 in 
1993 to 10.5 in 2001. The most common causes of death 
are cardiovascular diseases, malignant tumors, and nonmedi­
cal deaths. Nonmedical death is the most common cause of 
death among young people. 

Infant mortality decreased from 15.4 per 1,000 live 
births in 1993 to 8 .5 in 2000. The number of abortions 
was 69 .6 per 100 births in 2000. Women's life expectancy 
grew from 75 years in 1993 to 77.9 years in 2000; for men, 
it fell from 69 .1 to 67.6 years. The difference between these 
gender indicators is due mainly to a higher rate of death 
resulting from nonmedical causes among young men. The 
divorce rate grew to 6.4 divorces per 10 marriages. The 
number of suicides rose dramatically until 1996, hitting 46.4 
per 100,000 inhabitants. It dropped to 41.9 in 1999 and 
rose to 44 in 2000, as compared with an average of 20 in 
EU countries. 

A total of 70.5 percent of working persons were em­
ployed in the private sector. In 2001, the average annual 
rate of unemployment was 12.5 percent, compared with 
11.5 percent in 2000. As demand for labor and seasonal 
jobs decreased, the rate of unemployment reached 12.9 
percent at the end of 2001, up from 12.6 percent at the 
end of2000, 10 percent in 1999, and 6.9 percent in 1998. 
Regional disparities in unemployment arc quite sizable. The 

rate of unemployment was 8.7 percent in Vilnius, 8.5 per­
cent in Kaunas, and 9.4 percent in Klaipeda. However, 
Siauliai and Panevezys reported 14 and 16.2 percent, re­
spectively. The highest unemployment, over 25 percent, was 
recorded in the resort towns Druskininkai and Mazeikiai. 
The overall rise in unemployment in 2001 was due mainly 
to delayed structural reforms, excessive employment regu­
lations, and increased labor costs. 

Unemployment benefits depend on a person's state 
social insurance record and are paid for no more than six 
months in a given year. They range from the amount of 
state-supported income, $34 per month, to the sum of two 
minimum living standards, $63 per month. In March 2001, 
liberalization of the labor market began in spite of heavy 
pressure from trade unions. The main changes include le­
gitimizing a free format for labor contracts and reducing 
unemployment benefits. 

The average monthly gross wage has continued its up­
ward slide and now stands at $267, up from $155 in 1996. 
It is $275 in the public sector and $259 in the private sec­
tor. Blue-collar workers receive on average $203, while 
white-collar employees earn $328. The minimum manda­
tory monthly wage is 430 litas, or $107.5. Nearly 36 per­
cent of employees receive no more than $125 in gross 
monthly wages. 

The bulk of consumption expenditures, 44.4 percent, 
are on food. Another 10.8 percent goes for public utilities, 
7.5 percent for transportation, 7.5 percent for clothing and 
footwear, and 4.5 percent for culture and recreation. Pen­
sioners, agricultural workers, the disabled, and low-income 
individuals are entitled to heating and transport concessions. 

Sixteen percent of the population is estimated to live 
below the subsistence level. In a recent survey by the LOS, 
about half of respondents reported that their living stan­
dards had declined over the past 12 months. Forty-seven 
percent said conditions had not changed, and only 4.9 re­
ported improvements. A total of 66.2 percent of those polled 
put themselves in the middle-income category. One-third 
rated themselves poor, and only 1.1 percent claimed to be­
long to the upper-income category. 

The start of mandatory fully funded pension insur­
ance with private pension funds is scheduled for 2004. The 
current national pension system operates on a pay-as-you­
go basis. Social security contributions are charged at 34 
percent on companies' wage bills, with 30 percent paid by 
the employer and 4 percent by the employee. A widening 
gap between liabilities and the financial capacity of the 
social insurance fund has caused a growing deficit. In 2001, 
the average old-age pension was $79.25, or 29.7 percent 
of the country's average monthly gross wage. Special state 
pensions are paid to distinguished persons, military and 
internal affairs officials, scholars, and others, including vic­
tims of the Soviet occupation and the Chernobyl nuclear 
accident. The retirement age is being increased gradually 
until it reaches 60 years for women and 62 .5 years for 
men in 2006. 



Lithuania's public education system is costly and inef­
fective. Partial voucher funding will be introduced in sec­
ondary education starting in 2002. Under this scheme, a 
set amount of funding will be allocated to every pupil, and 
schools will be financed based on actual levels of enroll­
ment. Municipalities, rather than the schools themselves, 
will administer these funds and will have the right to redis­
tribute 10 percent of the total allocations. Although such 
redistribution may intertere with reform, the new voucher 
scheme is seen as an important step toward injecting mar­
ket principles and competitive forces into the educational 
system. It is thus expected to enhance the quality and effi­
ciency of educational service provision and to improve the 
use of resources. Expenditures on education rose from 21.8 
percent of the national budget in 1995 to 32. 7 percent in 
2000. They constituted 6.64 percent of GDP in 2000, up 
from 5.6 percent in 1995. 
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The health care system in Lithuania is also costly and 
inefficient. The requirements for the availability and quality 
of services arc vaguely defined, and patients' choice of doc­
tors and medical establishments is limited. Despite decen­
tralization, many health care establishments remain centrally 
managed. The scope and fees for medical services arc cen­
trally defined, and the financing of health care establish­
ments is based on quantitative rather than qualitative 
indicators. Over the past two years, many hospitals and clinics 
have appeared on the verge of closure. Central government 
debts to pharmacies alone have reached $29 million. The 
number of doctors and hospital beds remains too high. The 
proportion of GDP expended on health care fell from 4.83 
percent in 1998 to 4.3 percent in 2001. 

A11eta l'iaseeka is a policy analyst at the Lith11a11ia11 Free 
Ma1·kct Institute. 
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Albania 

Polity: Parliamentary democracy 

Economy: Capitalist-statist 

Population: 2,000,000 

GNI per capita at PPP$ (2000): 5,020 

Capital: Skopje 

Ethnic Groups: Macedonian (67 percent), Albanian (23 

percent), Turkish ( 4 percent), Roma (2 percent), 

Serb (2 percent), other (2 percent) 

Size of private sector as% of GDP (mid-2001): 60 

The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. The opinions expressed in this report are those 
of the author . 

.J.-.J.- and 1'1' indicate score changes of .25 or more . .J.- and 1' 
indicate changes of less than .25. 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 3.90 ..J, 3.95 1'1' 3.44 ..J, .J, 3.75 ..V.J.-4.13 

Rule of Law na na 4.63 4.63 ..J,.J, 5.13 

Economic Liberalization 4.50 ..J, 4.67 1' 4.58 4.58 .J, 4.67 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 2,266.6 2,224.8 1,866.5 1, 790.4 1,837.4 1, 792.0 1,737.7 

Real GDP growth(% change) -1.2 1.2 1.4 2.9 2.7 5 .1 -4.0 

Inflation rate 16.4 2.5 1.5 0.6 -1 .3 9.2 6.2 

Expom ($millions) 1,204.0 1,147.0 1,237.0 1,292.0 1,192.0 1,367.0 1,400.0 

Imports($ millions) 1,425.0 1,464.0 1,623.0 1,711.0 1,600.0 1,968.0 2,000.0 

Foreign Direct Investment($ millions) 12.0 12.0 18.0 175.0 27.0 169.0 350.0 

Unemployment rate 37.7 31 .9 36.0 34.5 32.4 32.1 30.5 

Life Expectancy (years) 71.9 72.2 72.4 na 72.5 72.8 73.0 



INTRODUCTION 

From its bloodless secession from Yugoslavia in 1991 
until 2001, Macedonia was considered a model coun­
try in transition. Despite recurrent political, economic, 

and social crises, Macedonia weathered its first 10 years of 
independence with little threat of collapse. Its primary chal­
lenge was to establish a country that could accommodate 
both its ethnic Macedonian majority ( 66 percent of the 
population) and its Albanian minority (23 percent). Al­
though Macedonians have insisted on the creation of a uni­
tary state, Albanians have advocated official binationalism. 
Nonetheless, Macedonia has remained the most tolerant 
Balkan state by preserving its Titoist legacy of recognizing 
national minorities and their rights. Such tolerance has been 
manifest, for example, by pluralism in the media, minority­
language education from preschool to university, minority 
civil society organizations, and interethnic power sharing at 
the national level. Similarly, although Macedonian citizens 
consider themselves more impoverished now than before 
independence, the World Bank and the IMF have given the 
Macedonian government high marks for fiscal management 
and currency control. 

In 1998, Macedonia made a clear political and economic 
decision when it ousted the Social-Democratic Alliance of 
Macedonia (SDSM)/Albanian Party for Democratic Pros­
perity (PDP) coalition that had been in power since 1991. 
The new government, an "unholy alliance" of the nationalist 
Internal Macedonian Revolutionary Organization (VMRO) 
and Democratic Party for Albanians (DPA), represented un­
precedented political accommodation. It also made unrealis­
tic and ultimately unfulfilled promises of economic 
development and prosperity. Political and economic optimism 
ended when the Kosovo war started in March 1999. 

Confronted with 360,000 refugees, Macedonia's citi­
zens had to assess their own identities: Are they first and 
foremost members of their ethnic community, regardless of 
political borders? Or are they citizens of their country with 
all its ethnic, religious, and linguistic diversity? The war's 
short duration and the refugees' quick repatriation obvi­
ated a thorough probe of these questions but nonetheless 
increased social and political acrimony within and among 
Macedonia's major communities. Heated presidential and 
municipal elections in 1999 and 2000, respectively, pro­
voked intraethnic accusations that the governing parties were 
selling out their constituencies' "national" interests. As Al­
banians became increasingly active in national postwar poli­
tics, Macedonians worried about this community's influence 
as the swing vote on key issues facing the country. 
Macedonians also grew to resent Albanians for their per­
ceived access to privileged "war benefits," whether refugee 
relief subsidies or political concessions in higher education . 

Although Macedonia largely overcame the immediate 
impact of the Kosovo war, the country has since experi­
enced increasingly dire internal repercussions. These began 
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with domestic political scandals in 2000 that led to the res­
ignations of the country's foreign and defense ministers and 
culminated in February 2001 in a war between Macedonia's 
security forces and Albanian guerrillas representing the Na­
tional Liberation Army (NLA). Some estimates suggest that 
the war has cost Macedonia $1 million per day, thus setting 
back the country's economic development by as much as 
15 to 30 years. 

Under international pressure, the VMRO/DPA coali­
tion was expanded into the Grand Coalition, which includes 
the SDSM (the Macedonian opposition) and the PDP (the 
Albanian opposition). Intended as a united front to deteat 
the Albanian insurgency, this coalition failed to achieve its 
objectives. In August 200 l, following six months of low­
intensity war and approximately 100 civilian and 80 mili­
tary casualties, European and American pressure compelled 
the Grand Coalition to sign a Framework Accord that was 
intended to end the shooting and lead to fundamental po­
litical reform. 

Despite this accord, the prevailing mood continues to 
be characterized by barely contained anger. Ethnic 
Macedonians resent the negotiation process that ended the 
"baby war" and fail to believe that the resulting changes 
will lead to sustainable peace or coexistence. Moreover, they 
question Western intentions for the country and claim that 
without outside military and political support, the NLA 
could not have sustained its aggression against Macedonia. 
Ethnic Albanians suspect that Macedonia will not honor 
the terms of the settlement. Anything less than full imple­
mentation of the accord threatens a resumption of the war. 
Pessimists predict renewed violence in spring 2002, and, 
indeed, Prime Minister Ljubco Georgievski has declared 
publicly his expectation that further war is inevitable. 

Macedonia has survived its turbulence with far less hu­
man and infrastructural damage than other Yugoslav suc­
cessor states. What it has suffered, however, is heightened 
social and political hemorrhaging. Despite signing the 
Framework Accord, formally disbanding the NLA, and pass­
ing important constitutional amendments, Macedonia still 
has not regained four key things: territorial, military, politi­
cal, and social authority. 

First, there are stretches along the Kosovo border that 
remain under direct or indirect guerrilla control. Continu­
ing intermittent gunfire and the absence of police have pre­
vented the return of nearly 100,000 internally displaced 
persons (IDPs) to the Tetovo and Kumanovo regions. Re­
patriation of IDPs remains the primary reason Parliament 
refuses to ratify a general amnesty for NLA members, which 
itself is the NLA's foremost condition for abandoning its 
armed struggle. Generally speaking, residential segregation 
has been increasing as Macedonians from the "crisis regions" 
have sold property and moved eastward. Meanwhile, Alba­
nians from towns such as Bitola and Prilep have felt com­
pelled to move west. 

Second, armed attacks against both civilians and the 
military occur almost nightly. This has been true despite 
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the NI.A's disarmament in September 2001 and the subse­
quent deployment of NATO troops and OSCE monitors . 
At present, only severe weather is preventing larger-scale 
armed confrontations. 

Third, Macedonia has yet to regain the political au­
thority it ceded to international intervention. There is con­
tinuing resentment in the country over the role of the 
European Union and the United States in dictating the 
settlement of the war. Deep-seated, if presently dormant, 
intra-Macedonian disputes exist over the country's future 
as a unitary versus a confederated state and about formally 
ceding Albanian-populated areas to Albania or Kosovo. Dis­
agreements about the Framework Accord have weakened 
Macedonia's political foundations. With general elections 
scheduled for early 2002, parties are jockeying for position 
by distancing themselves from the settlement they them­
selves signed. Furthermore, the International Criminal Tri­
bunal for the Former Yugoslavia has declared its intention 
to investigate incidents committed by Macedonian security 
forces that are led by Interior Minister Ljuben Boskoski. 

Last, there is massive public skepticism in Macedonia. 
It is evident, for example, in militarized domestic politics­
that is, in the presence of party-based paramilitary groups. 
In addition to so-called spontaneous riots in Bitola and 
Skopje during the summer of 2001, random ethnically 
motivated street violence has been increasing. 

During its first 10 years of independence, Macedonia 
prided itsclfon steady, if plodding, progress. Today, its citi­
zens feel their country has regressed 20 or more years in 
less than 12 months. Once a model country in transition, 
Macedonia is now the model of a country adrift. 

DEMOCRATIZATION 

1997 
3.50 

Political Process 
1998 1999-2000 2001 
3.50 3.50 3.75 

2002 
4.50 

Since 1991, Macedonia has had two elected governments. 
The first, a coalition of the Macedonian SDSM and the Al­
banian PDP, was considered an extension of the previous 
Communist regime. Unresolved interethnic disputes left 
both Macedonians and Albanians dissatisfied and led to an 
overwhelming opposition victory in 1998. In the second 
government, the majority, so-called ultranationalist 
Macedonian VMRO, along with its Macedonian partner, 
the Democratic Alternative (DA), invited the so-called ul­
tranationalist DPA to join the government. Broad consen­
sus existed that if these ethnopolitical extremes could find a 
modus vivendi, so could their constituencies. 

The promise of political stability eroded, however, when 
the Kosovo war strained Macedonia's political establishment 
almost to the breaking point. Ethnic Macedonians feared 
that the 360,000 mostly Albanian refugees from Kosovo 

would upset Macedonia's demographic ratio. Unprepared 
for this crisis, the VMRO government went into near pa­
ralysis, thus creating a vacuum that Western military au­
thorities and multinational humanitarian agencies filled. 
Albanians, pressured to avoid exploiting the refugee crisis 
for political gain, began collecting their political rewards 
once the war had ended. Ethnic Albanians filled more min­
isterial positions; concessions were made regarding minor­
ity-language education; and ultimately the Albanian vote 
was courted to secure the election of the VMRO presiden­
tial candidate in 1999. 

Despite some turbulence in Macedonia's political life, 
the country seemed to recover its basic stability by late 1999. 
However, this soon faded in 2000 as the VMRO govern­
ment stood accused of numerous political and economic 
scandals that undermined its credibility even among its most 
ardent supporters. Topping the list of scandals was the rev­
elation that Minister of the Interior Dosta Dimovska had 
authorized widespread illegal wiretapping of political op­
ponents-and not just politicians, but members of the me­
dia, business leaders, and others. Although Prime Minister 
Georgievski long denied these allegations, Dimovska even­
tually resigned. Revelations of severe corruption, including 
in the Ministry of Defense, increasingly eroded public con­
fidence in the government and in the integrity of the politi­
cal establishment in general. 

The outbreak of the Albanian insurgency in February 
2001 undermined the governing coalition's validity alto­
gether and forced the formation of a government of na­
tional unity known as the Grand Coalition. This four-part)' 
coalition of the VMRO, SDSM, DPA, and PDP was ex­
pected to provide the legitimacy required to contain the 
insurgency both politically and militarily. Contrary to ex­
pectations, though, intra- and interethnic conflicts precluded 
effective governmental action on either the political or the 
military stage. Rather than acting as a coalescing factor, the 
Grand Coalition operated as a dysfunctional substitute for 
government, permitting each party to cast blame on the 
others when it was politically expedient. 

One point of contention was the PD P's refusal to act 
in concert with the other parties. As the EU, NATO, and 
the United States arbitrated the cease-fire that led to the 
August Framework Accord, the PDP was seen representing 
NLA interests rather than those of Macedonia's own Alba­
nian community. Rancor within the Grand Coalition esca­
lated throughout the two-month parliamentary ratification 
of constitutional amendments on decentralizing power and 
protecting the political rights and civil liberties of Albanians. 
Frequently, imminent rejection of the amendments threat­
ened the resumption of war. Although the amendments have 
passed, political stabilit)' has not resulted. In November 
2001, the SDSM announced that it had fulfilled its obliga­
tions and then withdrew from the coalition. Prime Minister 
Georgievski then installed a new multiparty cabinet that 
includes Dosta Dimovska, the discredited former interior 
minister, as a vice president. 



The Framework Accord also called for general elections 
in January 2002, but Parliament has postponed them until 
April or later. The SDSM, now officially the opposition, no 
longer disguises its antagonism toward the VMRO. SDSM 
leader Branko Crvenkovski openly blames Prime Minister 
Georgievski and the VMRO for warmongering, whereas the 
government accuses the SDSM of blatant pre-election mar­
keting. Since elections require dissolving Parliament, and 
since the government retains sufficient votes to prevent 
Parliament's dissolution, elections will occur either when 
the VMRO decides or when the government's mandate ends 
in October 2002. Insofar as Albanians remain in govern­
ment, some political stability remains, though it is at best 
teetering rather than steady. 

Macedonia's parliamentary and presidential elections are 
staggered. Members of Parliament arc elected for four-year 
terms and the president to a five-year term. To run for the 
presidency, candidates need signatures from 10,000 regis­
tered voters or the support of 30 members of Parliament. 
In 1999, six candidates qualified: Vasil Tupurkovski (DA), 
Boris Trajkovski (VMRO), Stojan Andov (Liberal Demo­
cratic Party, LOP), Tito Petkovski (SDSM), Muarem 
Nexhipi (DPA), and Muhamed Halili (PDP). To win out­
right, a candidate must receive the majority of votes cast. 
Otherwise the top two candidates enter a runoff. The can­
didate receiving the majority of ballots is elected, provided 
more than 50 percent of registered voters have cast ballots. 
Any turnout below the legal threshold requires a repeat elec­
tion. 

In 1999, incumbent President Kiro Gligorov announced 
that he would not stand again, thus elevating Vasil 
Tupurkovski, a member of the post-Tito rotating Yugoslav 
federal presidency, to the front-runner position. Tup­
urkovski, who formed the DA in 1998, was appointed to 
lead development cooperation in the newly elected VMRO / 
DA government. Unfulfilled promises of massive Taiwan­
ese aid eliminated Tupurkovski as a presidential contender 
and narrowed the race to Trajkovski and Petkovski. As ex­
pected, Albanians cast first-round ballots for the Albanian 
candidates but realized neither could win. In the runoff, 
however, due to the VMRO/DPA coalition, Albanian sup­
port ofTrajkovski directly determined his election. 

Lacking domestic campaign issues, Macedonian parties 
focused on Kosovo and thus made the election a referen­
dum on foreign issues that are unaffected by Macedonian 
politics. Since Albanians supported Trajkovski, the 
Macedonian parties portrayed him as an Albanian dupe. 
VMRO, the party once expected to foment a Macedonian­
Albanian civil war, was accused of caving in to Albanian 
pressure. Runoff balloting heightened suspicions that Al­
banians had manipulated the elections. Polling station moni­
tors, including the Organization for Cooperation and 
Security in Europe, reported numerous irregularities in west­
ern Macedonia, primarily with Albanian voters. Even after 
the National Election Commission and the Supreme Court 
required a revote in 230 districts, many ethnic Macedonians 
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felt that Trajkovski had been co-opted by the Albanians. In 
condemning Trajkovski for stealing the election, SDSM 
leader Crvenkovski commented that Petkovski had achieved 
a "moral" if not a legal victory. Implicitly he dismissed "Al­
banian" votes when electing a "Macedonian" candidate. Had 
only "Macedonian" votes been counted, Petkovski would 
have won. Macedonian parties contend that Albanians ef­
fectively have "taken over" Macedonian politics because their 
swing vote determines the outcome of close contests. 

Though the next presidential elections are not due un­
til 2004, the feeling that Albanians have hijacked 
Macedonian politics has increased significantly since the war 
started in February 2001 and in light of the constitutional 
debates that followed the signing of the Framework Accord 
in August 2001. President Trajkovski's early refusal to de­
ploy Macedonian troops against NLA insurgents and his 
insistence on seeking a negotiated settlement to Macedonia's 
crisis have made him a special target for condemnation by 
radical Macedonian nationalists who reject accommodating 
any Albanian demands. At times, open hostility has broken 
out between the president and the militant wing of his own 
party, the VMRO, which is led by Prime Minister 
Georgievski. Viewed at first as a puppet ofVMRO extrem­
ists, Trajkovski has been compelled to overcome the pro 
forma symbolic nature of his office through constant nego­
tiations with Western diplomatic and military representa­
tives. Whether this will strengthen or weaken Trajkovski 
and the presidency in the long run remains unclear. Indica­
tions thus far are all negative. 

Article 20 of Macedonia's Constitution permits the for­
mation of political parties. Only 500 Macedonian citizens 
are required to form a new party. Whereas immediately af­
ter independence Macedonia had upward of60 parties, thus 
illustrating the ease of registration, only 27 are active now. 
Of these, 3 Macedonian parties operate seriously: VMRO­
Democratic Party for Macedonian National Unity 
(DPMNE), SDSM, and LOP. Minor parties include the 
Socialist Party and the Movement for All Macedonian Ac­
tion. Macedonia's Albanians belong mostly to the DPA and 
the PDP. Minor Albanian parties include the National 
Democratic Party and the Party for Democratic Action­
True Path. Other ethnic communities have formed one or 
more parties as well. These include tl1e Democratic Union 
of Serbs, the Democratic Progressive Party of Romas, and 
the Democratic Party of Turks. 

Although all parties formally are membership based, 
in fact they rest largely on the personalities of their respec­
tive leaders. This is particularly characteristic of the four 
major parties: VMRO ( Ljubco Georgievski), SDSM 
(Branko Crvenkovski), DPA (Arben Xhaferi), and PDP 
(Imeri Imeri). Personal differences have led to the emer­
gence of several splinter parties in recent years. The Demo­
cratic Alliance was created by former SDSM Interior 
Minister Pavle Trajanov in 1999; and the VMRO-VMRO 
was formed unilaterally in 2000 by six VMRO-DPMNE 
members of Parliament who fi:lt their parent party had 
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betrayed its electoral mandate. Tupurkovski's DA split in 
2001, and the splinter New Democracy Party currently 
sits in Prime Minister Georgievski'~ reshuffled cabinet. 
Controversy erupted when NLA insurgents declared their 
in tent ion to form a party and enter n.1tional politics once 
amnesty had been granted. In November 2001, however, 
NLA leader Ali Ahmeti announced that former NLA mcm· 
bers would join existing Albanian partie11. 

Several NGOs have trained Macedonians in developing 
and implementing interest-group strategies, including form­
ing political parties, conducting effective work strikes, and 
holding public demonstrations. These occurred, for example, 
following the closure of the Makedonka textile plant in Stip. 
After the collapse in 1997 of a pyramid scheme in vol vi ng 
the private bank TAT and in which approximately 30,000 
investors lost nearly $90 million, defrauded investors even­
tually formed an anticorruption political party. Pensioners 
also have their own party. 

Various parties participate at all levels of government. 
The mayor of metropolitan Skopje, for example, is from 
the LDP, but Skopje's five municipalities are split between 
VMRO and LDP mayors. Throughout the country, only 
two Macedonian and Albanian parties have elected mayors 
and city councillors. Precise party membership, however, is 
unclear tor two reasons: questionable polling data due to 
public mistrust of information-gathering exercises, and de­
liberately inflated party rosters. Ethnic Macedonian identi­
fication with specific parties has fluctuated with growing 
general political mistrust during the period covered by this 
report. Specific ethnic Albanian political identification has 
also wavered as parties have sought authority within both 
the legitimate political arena and over the NLA. These ten­
dencies are evident in wild swings in levels of declared pub­
lic support for the parties in power and in the opposition. 

Voter participation generally ranges between 70 and 
80 percent. Whereas approximately 73 percent voted in the 
1998 parliamentary and 1999 presidential elections, under 
60 percent (below 40 percent for Albanians) voted in the 
September 2000 municipal elections. Women constitute over 
half the population, but their political participation is dis­
proportionately low. Despite local and international NGO 
efforts to raise women's political participation, women re­
main politically marginal and occupy few positions of power, 
especially at the national level. Two exceptions are Dosta 
Dimovska of the VMRO and Radmila Kiprianova of the 
DA, both of whom were appointed vice presidents in 1998. 
Dimovska served as minister of the interior in 1999 but 
resigned owing to scandal. She was reappointed as a vice 
president in 2000. Kiprianova has been nominated 
Macedonia's ambassador to the United States. From 1994 
to 1998, only 3.8 percent of members of Parliament were 
women. Though doubling in 1998, Macedonian women's 
political participation remains among the lowest in Europe. 

Constitutionally, Parliament is Macedonia's only effec­
tive rule-making body. Its authority applies to passing legis­
lation, amending the Constitution, electing the government, 

and appointing the head of Macedonia's national TV and 
radio network. Legislative powers rest with the Parliament 
and the prime minister, who heads the government. The 
president, chosen through direct elections, is the head of 
state and thus is uninvolved with rule-making procedures. 
Macedonia's Parliament is divided between 85 directly 
elected (majoritarian) and 35 proportionally determined 
(party list) scats. Candidates must meet a 5 percent thresh­
old of total votes cast in order to win a proportional scat. 
For majoritarian scats, candidates must receive a majority 
of ballots, provided one-third of registered voters turn out 
at the polls. Disputes have arisen over unequal parliamen­
tary representation, with some constituencies consisting of 
7 ,000 voters and others 70,000. 

In the 1998 elections, Macedonians expressed their dis­
satisfaction with the SDSM/PDP coalition that had gov­
erned since 1991. Seen as a direct continuation of the former 
Communist regime, both Macedonian and Albanian politi­
cal leaderships were regarded as arrogant and interested 
more in self-preservation than in advancing the interests of 
the country as a whole. Once the VMRO and the DA joined 
forces, the electorate overwhelmingly supported the oppo­
sition. Forty-nine seats went to the VMRO, 10 to the DA, 
and 11 to the DPA. The SDSM, led by former Prime Min­
ister Crvcnkovski, took 29 seats. The PDP (SDSM's Alba­
nian coalition partner until 1998) won 14 seats; the LDP, 
4; the Socialist Party, 2; and the Party for the Complete 
Emancipation of the Roma, 1. Parliament elected VMRO 
leader Ljubco Georgicvski as prime minister. The VMRO 
heads most ministries. However, compared with the previ­
ous government, more Albanians have entered higher lev­
els of government. Members of the DPA hold important 
positions in the Ministries of the Interior and Education, 
for example. 

With the formation of the Grand Coalition in spring 
2001, the national government changed in character. To 
address the insurgency, the government was reduced to a 
four-party-indeed a four-person-council of the VMRO's 
Georgievski, the SDSM's Crvenkovski, the DPA's Xhaferi, 
and the PD P's Imeri. Under intense international pressure, 
particularly from James Pardew of the United States and 
Francois Leotard of the EU, this inner circle negotiated the 
cease-fire with the NLA and eventually the Framework Ac­
cord in August 2001. Ethnic Macedonian resentment of 
underrepresentation in this process emerged when the ac­
cord faced parliamentary ratification. Not only did parties 
outside the coalition object, but VMRO members of Par­
liament who had been excluded from the negotiations ad­
vocated its rejection. Once international pressure had 
secured parliamentary ratification of the accord, the SDSM 
left the Grand Coalition. Throughout the war and its after­
math, the electorate has increasingly indicated its skepti­
cism of government, and of the VMRO in particular. 
Post-ratification opinion polls show the SDSM far ahead of 
the VMRO, which is seen as having caused the war or hav­
ing failed to contain it effectively. Nonetheless, Macedonians 



clearly remember how the SDSM govemed previously and 
support the SDSM only for lack of alternatives at the na­
tional political level. 

1997 
3.75 

1998 
3.75 

Civil Society 
1999-2000 

3 50 
2001 
3.75 

2002 
4.00 

Civil society is a contentious concept in post-Communist 
models of social and political organization. Many interna­
tional development agencies and their governments over­
look discrepancies between Western ideals of civil society 
(mediating between government and citizens) and local 
socioeconomic realities (affording necessary financial and 
human resources). Macedonia is no exception. Debates on 
this topic often focus on the connection between civil soci­
ety and nongovernmental organizations: Do NGOs create 
civil society, or vice versa? Briefly, civil society creates con­
ditions allowing NGOs to emerge and function; recipro­
cally, NGOs reinforce the vitality of civil society. 

In Macedonia, neither condition prevails. Many NGOs 
are vestigial Yugoslav-era organizations that are "of" but 
not "for" citizens. Economic conditions and tax legislation 
impede voluntary organizations and their financial support. 
A 23 percent tax on philanthropic contributions, the intent 
of which is to thwart money laundering, further discour­
ages business from financing NGOs. 

Philanthropy and voluntecrism, both prerequisites for 
a vital nongovernmental sector, arc alien to Macedonia. 
Notions of self-help are highly localized, rarely crossing tra­
ditional boundaries of personal responsibility. These factors 
constrain civil society, including nongovernmental, volun­
tary, and charitable organizations. Although average 
Macedonians are too preoccupied with survival to work 
voluntarily, a few truly voluntary organizations do exist, for 
example: the SOS Telephone (in Skopje and Kumanovo); 
Daja and Majka (two Roma women's NG Os in Kumanovo ); 
the Association of Single Mothers (in Stip ); and the Orga­
nization of Macedonian Women (in Gostivar). 

Overall, Macedonians view NGOs as potential employ­
ers, particularly since most enjoy foreign financial support. 
The wars in Kosovo in 1999 and Macedonia in 2001 aggra­
vated this tendenq1• In 1999, international organizations 
shifted their Kosovo operations to Macedonia. To replace 
staff who were unable to relocate, they recruited heavily­
cspecially among Macedonia's Albanians--and became some 
of Macedonia's biggest employers. International spending 
in Macedonia diminished following the overthrow of 
Slobodan Milosevic and caused local concern that 
Macedonia's NGOs might not survive the West's shift in 
focus toward Serbia. 

In response to Macedonia's war, however, large sums 
of foreign money again have been channeled into the coun­
try, including to NGOs that promote improved intcrcthnic 
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relations. This favorable treatment currently is affi:cted by 
the West's focus on "the war on terrorism" and the recon­
struction of Afghanistan . As in the post-Kosovo war pe­
riod, if sufficient finances are not allocated to Macedonia 
overall, the country's economic recovery will be thwarted, 
as will the growth of NGOs, which depend on the 
population's ability to separate employment from volun­
tary involvement in civil society. Thus, once again, Western 
funding priorities largely will determine Macedonia's abil­
ity to develop NGOs as an engine that drives civil society. 

The precise number of active NGOs in Macedonia is 
unknown. In 1998, the Macedonian Center for Interna­
tional Cooperation (MCIC) published The Guide to No11-
go11cr111ncntn.l 01:tJn.11izn.tio11S in Mn.ccdonin. (not updated 
since), which lists approximately 300 international and do­
mestic organizations. Macedonia's basic court, where NGO 
registrations are recorded, reports closer to 2,600 organi­
zations. Some NGOs that registered in Macedonia in 1999 
to continue working in Kosovo have since returned to 
Kosovo. The Macedonian war has also prompted interna­
tional NGOs such as the Institute for War and Peace Re­
porting to open local offices. 

Like political parties, local NGOs inflate their mem­
bership. Umbrella organizations such as the Union of 
Women in Macedonia, for example, claim thousands of 
members, including subgroups that represent specific eth­
nic communities. Among its hundreds of"registcred" mem­
bers, few arc usually active. The small core staffs and "paper" 
members of most NGOs restrict questions of management 
structure to larger groups, especially umbrella organizations. 
Limited local funding sources further constrain serious or­
ganizational development and capacity building. 

NGOs typically bid on projects once foreign donors make 
funds available, but they arc often otherwise inactive. Inter­
national NGOs such as STAR, which has been developing 
women's organizations since 1995, are challenged to find 
women to participate in capacity-building workshops that 
prepare individuals to create and lead future NGOs. None­
theless, some organizations do conduct training programs. 
The Institute for Sustainable Communities (ISC), for ex­
ample, has trained local mentor trainers whom NGOs may 
consult on organizational development problems. STAR, ISC, 
the National Democratic Institute for International Affairs, 
and others have issued brochures, handbooks, training prim­
ers, and other materials in Macedonian and Albanian. 

Although NGOs face few procedural obstacles, the over­
all NGO environment is hazy since no tradition of civic ac­
tivism outside governmental control exists. Government 
tolerates NGOs, but they arc neither encouraged nor con­
sidered beneficial. Having retained a centralist style of ad­
ministration, the Macedonian governmen t regards 
information as the provenance of the state and reluctantly, 
or unwillingly, releases information to NGOs and the gen­
eral public. NGOs have few expectations of government 
and rarely attempt to make their presence known in an ef­
fective way. 
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Although the Soros Foundation and the MCIC have 
opened resource centers to address legal and regulatory 
matters, NGOs remain fairly passive in this area. The me­
dia are apathetic toward NGOs, and NGOs equally re­
frain from educating the media. NGO-led events (such 
as protests against industrial pollution) receive medi,1 
coverage, but rarely do NGOs and the media cooperate 
on issues of general public concern . The Kosovo and 
Macedonian wars focused public attention on humani­
tarian organizations, though this attention was not nec­
essarily positive. 

In April 2001, for example, Skopje's TV 5 publicly 
accused Catholic Relief Services of posting anti­
Macedonian propaganda on its Web site. Though this faded 
within weeks, it did have a chilling effect within the inter­
national humanitarian NGO community. Similarly, in No­
vember 2001 the Ethnic Conflict Resolution Project, one 
of the few local NGOs that focus actively on interethnic 
issues, unexpectedly was expelled from its office at the 
Faculty of Philosophy, University of Sts. Cyril and 
Methodius, Skopje, where it had been located since 1995. 
Generally, however, politicians are simply dismissive of 
NGOs. 

With few exceptions, NGOs infrequently lobby for leg­
islation. The Movement of Ecologists of Macedonia, for 
example, has advocated for greater environmental protec­
tion and has contributed to Macedonia's National Envi­
ronmental Action Plan. The women's group ESE has 
lobbied for maternity leave rights and other pieces of fam­
ily law. In both instances, the government has taken this 
advocacy seriously. 

In brief, Macedonia's inability to afford volunteerism 
remains a crucial problem with an unforeseeable solu­
tion . Absent international support, most domestic NGOs 
would fold . The membership fees NGOs might collect 
are at best symbolic. Otherwise, NGOs arc restricted in 
generating income. Although NGOs are required by law 
to report income and expenses, they typically reveal 
sources but not expenditures. They do so largely to avoid 
tax obligations, because Macedonian NGOs arc not tax­
exempt. NGO project funds do enjoy limited tax conces­
sions, but they are otherwise taxed. Submitting false 
receipts for financial reports is commonplace. Question­
able financial management and perceived personal enrich­
ment contribute to general public skepticism about NGOs 
and thus diminish their importance in developing 
Macedonia's civil society. 

Other interest groups and trade unions do exist. Un­
employment and small-business growth have reduced the 
role of trade syndicates. Privatization and Macedonia's de­
clining industrial sector, which has experienced an 80 per­
cent fall in textile production and a 60 percent reduction 
in heavy machinery exports since the Kosovo war, also have 
contributed to worker redundancy and smaller union mem­
bership. Membership in unions is unofficially estimated at 
about 240,000. Although Western countries spent nearly 

400 million dcutsche marks ( DM) annually on local pro­
curements (largely of food and textiles) after the Kosovo 
war, Macedonia's agricultural sector has yet to recover. 
Farming has been private since the l 9 50s, when collectiv­
ization was rescinded. Agribusinesses are rare, however, 
and most Macedonian farmers remain small-scale produc­
ers. International NGOs such as Volunteers in Overseas 
Cooperative Assistance, a USAID contractor that special­
izes in agriculture, have attempted to establish commod­
ity-based farmers' associations, but with little success. 
Likewise, Macedonia has professional and business asso­
ciations, but they are not yet active in developing the pri­
vate business sector. 

Numerous articles of the 1991 Macedonian Consti­
tution guarantee freedom of religion. Religious activities, 
however, arc regulated by the 1997 Law on Religious Com­
munities and Religious Groups and by the Constitutional 
Court's amendments to that law. Macedonia's population 
is divided roughly among Orthodox Christians ( 66 per­
cent), Muslims (30 percent), Catholics (1 percent), and 
other faiths (3 percent). The role of religion in public life, 
however, is often a contentious issue. 

Disagreements divide not just the Orthodox and Mus­
lim communities, but also the Orthodox and non-Ortho­
dox Macedonians. The Macedonian Orthodox Church 
reacted vehemently to the proposed constitutional change 
to eliminate its superiority over other religions, to the point 
of threatening excommunication for those members of Par­
liament who vote for this change. The church's plan to 
erect an 80-meter illuminated cross on Mt. Vodno over­
looking Skopje has enraged Muslims, who view this as sym­
bolic of Orthodoxy's attempt to usurp Macedonia's 
identity. Since President Trajkovski is a Protestant, he has 
faced accusations from Orthodox Macedonians of infidel­
ity to the "nation," including during the election cam­
paign in 1999 and the war in 2001. 

Faith-based organizations arc rare in Macedonia. Al­
though some have been active over recent years, infor­
mation about their precise number, membership, and 
scope of activities is unavailable. El-Hila! came into promi­
nence during the Kosovo war as the one humanitarian 
organization that expeditiously delivered relief supplies 
to refugee camps. Describing itself as a Muslim relief or­
ganization with a nondenominational humanitarian man­
date, el-Hila! nonetheless is perceived primarily as serving 
the Albanian community. Foreign faith-based organiza­
tions, especially those working among the Roma, occa­
sionallr arc viewed suspiciously, given the number of 
organizations that disguise proselytizing behind humani­
tarian work. Attempts by domestic and international or­
ganizations to bridge religious divides by focusing on 
shared tenets of peace and tolerance have succeeded only 
minimally. In summer 2001, the secular Macedonian Cen­
ter for International Cooperation assembled represen­
tatives of the Macedonian Orthodox and Muslim 
communities for a low-profile meeting in Switzerland but 



failed to obtain their signatures on a final communique. 
Similar efforts by American organizations such as the 
Global Dialogue Institute and the World Conference on 
Religion and Peace have yet to secure interfaith coopera­
tion of any sort. 

Education remains a highly disputed area of public 
life in Macedonia. Although private education is still 
largely illegal, the government is considering privatizing 
kindergartens. Private primary schooling is allowed only 
for Macedonians who also hold foreign passports. Pri­
vate secondary schooling is available on a limited basis, 
and private university education is a contested political 
topic . 

With their Yugoslav legacy of separating schoolchil­
dren by language, schools both reinforce segregation and 
serve as a tool for politicians who wish to display their 
nationalist credentials. Political interference in education 
is manifest at multiple levels. Macedonian and Albanian 
children do not follow identical curricula, for example, 
owing to political objections from both communities about 
"their" children learning the "other's" history. Albanians 
regularly protest that Macedonian educational authorities 
systematically have underfunded Albanian schools. Elemen­
tary school attrition rates among Albanians (let alone at­
trition rates between elementary and high school) are vastly 
greater than those among Macedonians. 

The most volatile educational issue has been the ex­
istence of an Albanian-language university. Since 1996-
1997, when the unrecognized University in Mala Recica 
(popularly called the University of Tetovo) was estab­
lished, this subject has been a focal point of political and 
at times violent conflict. This year, Macedonia agreed to 
open a private trilingual (Albanian, Macedonian, English) 
university in Tetovo, as proposed by Max van der Stoel 
(then OSCE high commissioner for national minorities) 
and funded by the international community. Albanian 
nationalists, including members of the PDP, reject this 
solution on several grounds. They object to the idea that 
the only recognized Albanian university would be pri­
vate when Macedonian higher education is state funded. 
They also claim that their community's identity hinges 
on having a fully developed Albanian-language, not mul­
tilingual, university. Tertiary education, therefore, remains 
a hot political issue. 

The war in 2001, and the resultant decline in security 
in northern and northwestern Macedonia, has also had an 
impact on education and education politics. The 2001-
2002 school year was postponed owing to the number of 
internally displaced schoolchildren who had to be accom­
modated wherever they were living. Even once the school 
year began, some parents objected to sending their chil­
dren to schools that either adjoined or were attended by 
children of the "other community." Although expressed 
in terms of security concerns, these objections were clearly 
motivated by a desire to segregate, much as in growing 
residential segregation. 
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4.00 

1999-2000 
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Macedonia has among the highest per capita rates of elec­
tronic media in southeast Europe. For only 2.2 million 
people there are 120 radio and television stations. Only 20 
percent are licensed and operate legally. In contrast, 
Macedonian readership of print media is relatively low, and 
there are significantly fewer publications in circulation than 
in neighboring countries. Whereas on the surface the 
country's abundance of media reflects its pluralism, a fea­
ture that distinguishes it from all of its neighbors, this very 
multiplicity has also created information ghettos. Members 
of one community infrequently use media from another 
community, even when language is not a barrier. Most 
Macedonian citizens see only their own parochial interests 
reflected back to them by journalists who are from their 
community. People from one part of Macedonia often are 
unfamiliar with the daily life of people from other regions, 
especially if the regions in question are ethnically and lin­
guistically distinct. Such concern is usually aroused only at 
times of crisis, when prejudicial attitudes tend to prevail. 

At best, therefore, the media serve to further segregate 
Macedonia's ethnolinguistic communities. At worst, they 
provide biased, insufficient, and at times inaccurate infor­
mation that escalates interethnic tensions and occasionally 
leads to sporadic violence. Currently, the only venues for 
communities to exchange views regularly are media pro­
grams led by Search for Common Ground in Macedonia. 
Encompassing print, radio, and television, the organization 
has engaged Macedonian, Albanian, Turkish, and other lo­
cal journalists since 1994 in joint reporting efforts, which 
have been published or broadcast in all major languages of 
Macedonia. 

The government controls Macedonian Radio and Tele­
vision (MRTV), the state-run television and radio broad­
caster, which until 1999 was the only nationwide network. 
No plans exist to reform MRTV, despite demands for "public 
service broadcasting" that resembles the British Broadcast­
ing Corporation. NIP Nova Makedonija-the publisher of 
two daily Macedonian-language papers, Nol'n Maludonija 
and Vcccr; one Albanian daily, Flaka c Vcllazerimit; the thrice 
weekly Turkish paper Birlik; and the Macedonian weekly 
Puls-is government controlled. Approximately one-third 
of its shares are state owned, and positions of responsibility 
are assigned politically rather than professionally. With each 
new administration posting its own functionaries to run NIP 
Nova Makedonija and MRTV, the two are by definition 
"pro-government," irrespective of the party in power. 

All other media are privately held. At times they show 
clear political bias; some are even owned by political par­
ties. The pro-LOP Makpetrol Company, for example, owns 
TV Telma in Skopje. Until 2000, Ljubisav Ivanov, presi­
dent of the Socialist Party, owned Site! TV in Skopje. The 



278 • MACEDONIA 

Broadcast Council has attempted to regulate broadcasting 
since 1998 by enforcing the licensing law. Regulatiom not· 
withstanding, unlicensed TV and radio stations continue to 

operate without repercussion . Significantly, the lici:nsing 
process has .11Iowed two private stations, Al TV and Radio 
Kanai 77, to gain national coverage. 

The Macedonian dailies Maludonija Dc11es (preceded 
by its weekly, DC1us) and Utriuslli Vemill and the Albanian 
paper Fakti began publishing between late 1999 and early 
2000. In mid-2000, another Macedonian independent daily, 
Vest, also appeared. The weeklies remain unchanged except 
for the addition of Knpital, which focuscl. on economic is­
sues. The circulation of political publications such as 
Makedomko Scmce and Delo is tiny and makes them insig­
nificant players. Owing to low readership, daily papers with 
circulation over 50,000 arc considered successful. Of NIP 
Nova Makedonija's papers, only Veee1· reaches this level. 
NoM Makedonija claims a daily circulation of20,000, which 
is doubtful. 

Of the private Macedonian papers, Due1'1lik and 
Ut1·i11ski Vemik each have a daily circulation of around 
50,000 copies. Among Albanian papers, state-run Flaka has 
a fractional percentage of readers (under 3,000), and the 
private paper Fakti prints 15,000 daily. Until the 2001 war, 
D11e1mik enjoyed substantial Albanian readership. This has 
dropped owing to Albanian complaints of D11e1•11ik's preju­
dicial coverage of the war. Enmity between the Macedonian 
and the Albanian press has risen to such a high level that 
some journalists refuse to meet publicly to address media­
related issues. 

Two tiers of television stations exist. There are several 
successful, "professional" local stations, but there are even 
more stations that mostly rebroadcast downloaded satellite 
signals. The first category includes Al TV (Macedonian, in 
Skopje), TV ART (Albanian, in Tetovo), TV KISS (Serbian/ 
Macedonian, in Tetovo ), TV TERA (Macedonian, in Bitola ), 
TV Festa (Albanian, in Kumanovo), TV IRIS (Macedonian, 
in Stip), and TV VIS (Macedonian, in Strumica). The sta­
tions in Skopje alone include two full-time Albanian sta­
tions (TV ERA and TV TOSKA), eight Macedonian stations 
(Al, Si tel, Telma, TV Skopje, KRT, TV 5, Amazon, Skynet), 
t\vo Roma stations (BTR and Sutel), and one Serbian sta­
tion (TV 96 ). 

The airwaves arc also overcrowded with radio stations 
that specialize in entertainment. Many local TV stations also 
have affiliated radio stations. Since only Kanai 77 has na­
tional reach, it is difficult to rate radio stations as major or 
minor. In Skopje, Radio Uno, 103.7 FM, Radio Noma, and 
Radio Ravel arc popular among Macedonians. Albanians 
rend to listen to Radio Vari, which played an important role 
during the Kosovo war by disseminating refugee-related 
information that helped families reunite. 

Macedonians increasingly are using the Internet, though 
precise figures are unavailable. Computer prices still limit 
home use. Internet cafes, once found only in Skopje, have 
become common. Access to the Internet is unrestricted, 

and several commerci;1) providers arc competing for the 
market: Ultra Communication's Unet, Informa, Macedonia 
On Linc, Onnet, and Macedonian telecommunications. 
University personnel have noncommercial access through 
Mamet, and the Soros Foundation offers NGOs free 
Internet access through its own server. 

The moribund Union of Journalists is a holdover from 
the Yugoslav era. In 1995, the International Research and 
Exchanges Board supported the Journalists' Club for In­
tercthnic Dialogue as an alternative organization for pro­
gressive young journalists, but it folded after several months. 
Younger journalists tend not to join professional organiza­
tions, and consequently the number of Macedonia's jour­
nalists is unknown. Women comprise over half the working 
print and broadcast journalists, though they rarely fill posi­
tions of authority. However, TV TERA in Bitola and previ­
ously Al in Skopje have both had women editors in chief. 
Likewise, the head of the Union of Journalists is a woman 
(Maria Dimovska). 

Macedonia fell within the "Partly Free" category in free­
dom House's 2001 Ammal S11n1cy of P1·ess Freedom. Defined 
as "free of government intervention," Macedonian media are 
largely editorially independent. Private media, however, gen­
erally reflect their owners' politics in their coverage of events 
as well as in tl1eir commentaries. Journalists typically do not 
differentiate bet\veen reporting and editorializing, and the 
war in 2001 furtl1er blurred the meaning of"free and inde­
pendent media." On two occasions, private print and broad­
cast media organized public protests against tl1e government's 
handling of the crisis. In each case, tl1e media not only staged 
the event bur then covered it as well. None of the media 
involved perceived that there was a conflict between their 
roles as news reporters and as news makers. 

The media that operate under direct or indirect gov­
ernment control make no pretense of editorial independence. 
Parliament appoints MRTV's general director, and changes 
in government are retlccted in the editorial viewpoint of 
national TV and radio. Likewise, it is entirely normal for 
government to articulate its wishes to state-affiliated pa­
pers, protestations of editorial independence notwithstand­
ing. Such interventions usually aftect not newsgathering per 
se, but its tone. 

Chapter II, Article 16, of the Constitution protects free­
dom of expression and guards against censorship. Legal 
penalties for libel, slander, and misinformation have not been 
used to harass or censor the media. Although the govern­
ment accused Al and Site) TV of anti- state activities, or 
"irresponsible journalism," during the Kosovo war, it took 
no legal action against them. Opposition media also vocif­
erously attacked the VMRO during the presidential and local 
elections, accusing the VMRO of collusion with Albanians 
and harboring plans to dismember Macedonia. Rather than 
seek legal recourse, the government took paralegal action. 
Conveniently, it discovered that Makedo11ija Denes had failed 
to pay taxes and necessitated the paper's closure, until pub­
lic outcry led to its reopening. 



Left to survive on circulation and advertisements, most 
private media \\'ould go bankrupt. The broadcast media 
market is oversaturated, and it cannot support hundreds of 
players. The government offers limited support for inde­
pendent media by redistributing annually the approximately 
DM 3 million it collects in TV and radio taxes. Indepen­
dent media complain, however, of unfair disbursement prac­
tices.Pro-government media receive amounts far exceeding 
what is given to media outlets that are out of favor with the 
government. Generally, financially viable broadcast media 
arc owned by individuals who have the means to support 
them. MRTV offers artificially low advertising rates and 
thereby prevents fair competition for the revenues that in­
dependent broadcast media need to survive. MRTV's fi­
nancial dominance was chalknged in 2000 when Hellenic 
Telecom purchased Sitel TV, which had been owned by the 
Socialist Party. Even though major Greek political actors 
own many Greek media conglomerates, the media in Greece 
differ from the Macedonian media in their focus on profit 
rather than political patronage. Evidence to date indicates 
that this sale has not yet affocted Sitel's financial or pro­
grammatic profile. 

Of Macedonia's papers, only D11cP11ill is profitable. Its 
closest competitor, Vccer, is published by NIP Nova 
Makedonija and therefore docs not need to show a profit. 
Utrinski Vcmik's popularity has increased, and it is becoming 
the second financially viable Macedonian-language paper. 

Of the two national distribution networks, the larger is 
owned by NIP Nova Makedonija and therefore caters to 
pro-government publications. The second, Tutun, though 
privately owned, also tends to be pro-government. D11c1111ik, 
due to the obstacles it encountered distributing an "oppo­
sition" paper, launched a virtual army of street hawkers and 
lowered its price from 30 to 5 denari . Its current price is 10 
denari. At 30 denari, the monthly cost of buying D11c1mill 
represented nearly 10 percent of an average salary. In re­
sponse, NIP Nova Makedonija and competing private pa­
pers also lowered their prices. Now all papers arc sold on 
the street. Reduced prices and street sales have led to sub­
stantially increased circulation rates of all daily papers. 

Governance and Public Administration 
1997 1998 1999-2000 2001 2002 
4.00 4.00 3.00 3.75 4.25 

Transparency is not a hot topic in Macedonia. Citizens do 
not commonly voice opinions on government processes, 
only on results. Transparency International has rated 
Macedonia in the top 40 percent of corrupt societies. TI 
measures perceptions rather than empirical indicators of 
corruption, and in Macedonia perceptions usually outweigh 
statistics. For example, local and national elections arc gen­
erally equally free and fair. Nonetheless, parties receiving 
less than expected support quickly make accusations of fraud, 
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even when voting has been declared free and fair by inter­
national observers. Macedonians commonly assume that the 
local party in power cheat~ because of access to voter ros· 
tcrs or registration cards. That multiple parties arc repre· 
sented on city councils is one indication that fraud, which 
undoubtedly docs occur, is not as pervasive as the accusa­
tions would indicate. 

The transparency required of P.irliamcnt is not particu­
larly effective. Sessions of Parliament arc open to the pub­
lic, but attendance is not encouraged. Public comment is 
permitted on first drafts of legislation but not on second 
drafts. Although by law the Sluzbcn Vcmill (Padiamcntm·y 
Gazcttcc1·) must announce draft legislation, average citizens 
seldom read it. As a result, public input on legislation is 
rare. The media, however, do report regularly on both the 
legislative and executive branches of government. 

Transparency b also obstructed by the opaqueness of 
the government's system of checks and balances. Although 
checks and balances are structurally present, real distribu­
tion of power is determined by party membership. Parlia­
ment passes legislation, elects the head of government (the 
prime minister), and appoints judges. Since the VMRO has 
a parliamentary majority, it has effective control over all three 
branches of government. The government tends to act with 
impunity and exercises checks and balances when caught in 
a situation in which no other option is available. Although 
checks and balances arc intended to prevent abuse of power 
preemptively, the Macedonian government's application is 
mostly punitive, such as withholding a Parliament member's 
salary or requiring the resignation of a ministerial official. 

Macedonia has been criticized for its increasing cen­
tralization, despite the existence oflcgislation that devolves 
power to the country's 123 opstini (singular: opstina, mu­
nicipality), each with its own mayor. Constitutionally, mu­
nicipalities arc units of self-administration that arc autl10rizcd 
to act on issues such as community services (utilities, for 
example), urban planning, and "other fields determined by 
law." Municipalities also have only limited access to funds 
and therefore are caught in a fiscal catch-22 . That is, they 
levy and collect taxes locally and arc constitutionally autho­
rized to engage in "issues of local relevance," but they arc 
required to remit all tax revenues to Skopje and to submit 
budgets to the state for financing local initiatives. Conse­
quently, local governments complain that Skopje exercises 
too much control. 

One provision of the Framework Accord signed in Au­
gust 2001 is the passage of legislation that will increase the 
authority of local self-government. Should this legislation 
pass in Parliament, its implementation would still depend 
on the national government's allocation of concomitant 
funds. This has been a point of dispute between ethnic 
Macedonians and Albanians, because the former fear that 
greater autonomy for Albanian-populated areas would lead 
to the eventual partitioning of Macedonia along ethnic lines. 
The basis for this concern is that, currently, most civil ser­
vants, irrespective of demographics, are ethnic Macedonians. 
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Albanians, in contrast, have long complained about the lack 
of Albanian, or Albanian-speaking, civil servants, especially 
in predominately Albanian areas. Among the most conten­
tious areas of civil service are the police. Under interna­
tional pressure, the Macedonian government is currently 
increasing the number of Albanian police who serve in west­
ern Macedonia. Still, the deployment of ethnically mixed 
police teams to former NLA-held villages remains a mili­
tary and political flash point. 

Municipal governments face other operational obstacles. 
For example, city councillors from opposing parties may 
fail to reach consensus. In Skopje, one party runs the Mu­
nicipal Sanitation Department and another party adminis­
ters the sanitary landfill. Consequently, Skopje's solid waste 
goes to the plain-earth landfill run by the same party that 
heads the Municipal Sanitation Department. The absence 
of effective municipal government is also often cited as the 
source of rural underdevelopment. The Resen municipal 
government, for example, does not collect garbage from 
villages in its district. As a result, Lake Prespa has experi­
enced problems with water pollution and delays in develop­
ing tourism. 

Local civil servants are exclusively employees of local 
government. The only exceptions are employees in 
branches of national ministries. Civil service reform has 
not occurred, despite repeated urgings by international 
organizations that deal with administrative reforms. As with 
higher levels of government, local civil servants have been 
accused of refusing to provide services without compen­
sation . Over several years, various internationally sponsored 
workshops have been conducted to improve the quality of 
local government, as well as to elevate the level of under­
standing and cooperation between local governments and 
domestic NGOs. Observers of the Macedonian govern­
ment agree that a professional civil service is indispensable 
and would contribute substantially to citizens' overall con­
fidence in government. 

RULE OF LAW 
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In September 1991, the Republic of Macedonia adopted its 
post-independence Constitution. On November 15, 2001, 
Macedonia's Parliament ratified the 15 constitutional 
amendments that had been adopted in the August 2001 
Framework Accord: 94 members of Parliament voted for it 
and 14 against. This ratification signaled the formal end of 
the war that began in February 2001 . The amendments 
include limited recognition of Albanian as an official lan­
guage and increased Albanian access to public sector em-

ployment, especially with the police. The Constitution's 
preamble, which previously had distinguished between eth­
nic Macedonians and other nationalities, was also amended 
to erase any inference that minorities are second-class citi­
zens. Although Parliament has ratified the amendments, it 
has not adopted all the legislative reforms that the accord 
calls for. Parliament was scheduled to vote on a new law on 
local self-government in early December 2001. Its passage 
was a precondition for the World Bank, the EU, and the 
United States to proceed with a long-planned donors' con­
ference. As of the end of December, Parliament had not 
voted on this legislation, thus leaving the donors' confer­
ence in question. 

Macedonia's first 10 years of statehood were highlighted 
by continuous and acrimonious debate about its Constitu­
tion, which the Albanian community refused to endorse 
when Macedonia declared independence in 1991. There are 
various explanations why war, and eventually constitutional 
change, occurred in 2001. Ethnic Macedonians blame the 
country's Albanian politicians for their refusal to support 
the new state and to work within its institutions since inde­
pendence. The country's Albanians locate the conflict in 
ethnic Macedonians' 10-year-long refusal to recognize mi­
nority co-ownership of the new state, including equal par­
ticipation in all aspects of public life. These positions reflect 
the two sides of Macedonia's core dispute: ethnic 
Macedonians feel the country is and should remain a uni­
tary state with recognized minorities; Albanians reject this 
concept and demand an official binational state. The third 
common explanation of the war is that a confluence of po­
litical, economic, social, and military circumstances, not only 
in Macedonia but in the region-primarily in Kosovo-cre­
ated a combustible mix that finally exploded. Undoubted ly, 
all of these explanations factor into the complex snarl that 
neither the foreign-led peace agreement nor the constitu­
tional amendments have yet to unravel . 

Chapter IV oftl1e Constitution establishes a nine-mem­
ber Constitutional Court. Parliament appoints Constitu­
tional Court judges to nonrenewable nine-year terms. Cases 
may be brought directly to this Court or may be heard upon 
appeal of lower court rulings. The state provides public 
defenders in theory but rarely in practice, and over the years 
attempts have been made to remedy tl1is deficiency. In 1995, 
for example, the OSCE and the American Bar Association's 
Central and East European Law Initiative (ABA-CEELI) 
invited lawyers to form a local NGO that would provide 
pro bono legal services, but the effort failed owing to skep­
ticism and the lack of a volunteer tradition in the country. 

Enrollment is quite high in the Law Faculty at Skopje's 
University ofSts. Cyril and Methodius, although law is not 
considered an elite profession. Approximately 300 lawyers 
graduate annually, and most go into private practice. About 
1,000 lawyers belong to the Macedonian Bar Association, 
which grants licenses to practice . Women also study law, 
but the proportion offemale lawyers remains relatively low. 
Although gender statistics for lawyers are unavailable, the 



ABA-CEELI office in Skopje estimates that 70 percent of 
basic court judges and 25-30 percent of appellate court 
judges are women. In addition, 6 Supreme Court judges 
and 1 Constitutional Court judge arc women. 

The criminal code was reformed in 1996 when 
Macedonia replaced the old Yugoslav code that had remained 
in place even after independence. Parliament approved the 
new Code of Criminal Procedure in 1997. Among its sig­
nificant provisions are the limitations it sets on "informa­
tive talks" (a Yugoslav euphemism for interrogation), which 
the police still use with impunity. 

Although the Constitution guarantees the right to the 
"inviolability of the home" and legislation passed in 1995 
prohibits police from searching homes without court-or­
dered warrants, people still complain of unauthorized po­
lice searches. The police were severely criticized for this 
following unrest in Gostivar in July 1997, which led to calls 
for police training in human rights and community polic­
ing. Albanians have also long sought greater representation 
in the police, particularly in localities in which they make 
up the majority of the population. 

The 2001 Framework Accord provides for changes in 
the ethnolinguistic makeup of the police, and implementa­
tion of this provision has begun. Nonetheless, unchecked 
police power still pervades Macedonian society, and unwar­
ranted arrests and prolonged detentions are just part of the 
problem. In addition, Macedonian citizens tend to avoid 
the judicial system because oflengthy delays in the adjudi­
cation of cases, a lack of impartial judges, and the appear­
ance of direct political influence on courts. Macedonian 
citizens also avoid seeking redress in the courts because they 
see courts as an extension of the police, they know courts 
have conducted trials with obvious political objectives, and 
they have little faith in the consistent enforcement of judi­
cial decisions. 

Among the specific human rights cited in the Consti­
tution arc freedom of religion or conscience, privacy, and 
speech. The Constitution also lists the right to own and 
inherit property and "freedom of the market and entrepre­
neurship." Reflecting its Yugoslav legacy, Macedonia con­
stitutionally protects minorities in preserving and expressing 
their cultural, linguistic, and religious identities. Minority 
rights are also protected in the European Council's Con­
vention on Minority Rights, which Macedonia has signed. 
Although antidiscrimination based on gender is guaranteed 
both constitutionally and legislatively, activists assert that 
Macedonian women face serious if subtle discrimination in 
employment, political participation, and education. 

As previously mentioned, minority rights have been at 
the core of most constitutional debates. The government, 
and the ethnic Macedonian majority generally, maintains 
that Macedonia's minorities (that is, Albanians) are the most 
privileged in the Balkans. They thus interpret demands by 
minorities for greater rights as a pretext for ulterior politi­
cal ambitions. Minorities, particularly Albanians, claim their 
rights exist on paper but arc curtailed in practice by a 
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Macedonian majority that wishes to preserve a unitary state. 
Despite these disputes, Macedonia remains a country whose 
communities enjoy wide-ranging rights for cultural, reli­
gious, and linguistic self-expression. 

Corruption 
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Macedonia is not mentioned in Transparency International's 
latest Global Corruption Report. In fact, according to Tl's 
local chapter, when Skopje failed to supply the relevant data, 
TI alerted the government that this would lead to 

Macedonia's inclusion on its list of the 10 most corrupt 
societies. In its 1999 Corruptions Perception Index, the 
last index in which the country appears, TI ranked 
Macedonia 3.3 on a scale of 0 to 10, in which 0 equals 
highly corrupt and 10 equals very clean. 

"Ambient corruption" is so pervasive in Macedonia 
that it has become synonymous with normality. Citizens 
encounter corruption at every turn in private and public 
life. According to the 2001 survey of corruption in south­
eastern Europe conducted by the Southeast European Le­
gal Development Initiative (SELDI), Macedonians ranked 
corruption the third most critical issue facing the country. 
Only unemployment and low income topped corruption. 
Immediately following corruption are political instability and 
crime. According to this survey, 69 percent of Macedonians 
attribute corruption to "fast personal enrichment sought 
by those in power." Likewise, 72 percent consider "all or 
most customs officials" and 61 percent consider "all or most 
ministers" corrupt. While 60.8 percent hold similar views 
of members of Parliament, 44.6 percent consider "all or 
most" political and coalition leaders corrupt. 

Macedonia previously prided itself on being relatively 
free of corruption, in comparison with countries like Bul­
garia, Russia, and Albania. In the past several years, how­
ever, the country has been rocked by a number of turbulent 
corruption scandals. The collapse of the TAT pyramid, in 
particular, was connected to illicit financial dealings by offi­
cials in the Ministry of Finance, some of whom resigned. 
Other scandals have involved the diversion of arms and arms 
procurement funds in the Department of Defense and the 
Macedonian army, heretofore considered one of the few 
institutions immune from corruption. During the war in 
2001, Minister of Defense Ljuben Paunovski was forced to 
resign owing to accusations that he arranged for his brother 
to make defense procurements totaling $5 million. Also in 
2001, the chauffeur for the minister of finance acquired 
controlling shares in Makedonska Banka, allegedly using 
his own savings to do so. 

The previous SDSM/PDP coalition faced so many ac­
cusations of corruption that the VMRO was able to win the 
1998 general elections in part with an anticorruption plat-
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form. Despite the surge of public outcries that followed the 
TAT affair and other scandals, no steps have been taken to 
address the problem. Parliament has yet to adopt anticor­
ruption legislation that was proposed in 1998. Macedonia 
operates under a Law on National Audit that is applicable 
to both the executive and the legislative bodies of govern­
ment. Extortion is a crime under the Macedonian criminal 
code. Racketeering, however, is not dealt with explicitly. 
Despite legislation regulating financial disclosure and for­
bidding conflict of interest, such laws are seldom enforced. 
In fact, information regarding legal and ethical boundaries 
between public and private sector activity is not available. 
As previously mentioned, official reactions to corruption 
usually reveal political rather than legal motivations. 

Corruption can be identified at three levels: in ob­
taining civil services; in working with service providers; 
and in dealing with the government. Whereas the first two 
impact mostly individuals, the third impacts Macedonia in 
its entirety. Average citizens are likely to pay bribes for 
services such as phone lines, business licenses, or travel 
and residency documents. Payments arc often scaled to 
accommodate the individual's financial resources. Such 
payoffs, given to accelerate rather than accomplish the ser­
vice requested, may be as insignificant as cigarettes or al­
cohol offered as a token of appreciation. Since average 
Macedonian salaries are so low, bribes are seen as supple­
mentary income that would disappear in a better economy. 
More serious examples of corruption occur at higher lev­
els of civil service, especially in the courts. The popular 
perception is that court officials can be bought and that 
more important cases warrant higher prices. A corruptible 
judicial system seriously obstructs Macedonia's economic 
development, since foreigners will not invest unless their 
assets enjoy legal protection. 

Few services are immune from some form of payment. 
Health care is a prime example. Patients pay to get better 
rooms, to receive personal belongings or food brought by 
their families, or to get medications covered by insurance 
but which suddenly have become scarce. In SELDI's 2001 
report, 20 percent ofrespondents stated that "they had been 
asked for something" by a doctor in order to have a prob­
lem remedied. 

Recent scandals illustrate the involvement of top gov­
ernment officials in numerous, often corrupt, enterprises. 
When dealing with lower-level government representatives, 
wining and dining them is expected, as is expressing one's 
gratitude once the favor has been extended. The price of 
gaining access to higher governmental echelons, however, 
excludes all but major players. 

Although no specific information is available, 
privatization largely has consisted either of insider manage­
ment buyouts or sales to outsiders at inordinately low prices. 
In both instances, government officials have benefited sub­
stantially. The gray economy also could not exist without 
official participation. In SELDI's 2001 report, Macedonians 
rank payoffs to customs officials second, after doctors. Smug-

gling and contraband, though less prominent than during 
the UN sanctions against Yugoslavia and the Greek em­
bargo against Macedonia, are still active. Even during the 
war in 200 I, outbreaks of violent street crime were often 
connected to organized crime rather than ethnic conflict. 
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When comparing their life in independent Macedonia to 
life in the former Yugoslavia, Macedonians see a golden cage. 
That is, they have their own state, but it is poorer than the 
former Yugoslavia. According to some estimates, in 2000, 
20 percent of the population was living below the daily mini­
mum of 170 denars (approximately $3.00). Macedonia is­
sues passports, but its citizens face visa restrictions, especially 
when traveling to the West. Despite having institutions of a 
participatory and representative democracy, Macedonia is 
still locked in domestic disputes over political legitimacy 
and regional conflicts over national identity. Although 
Macedonia declaratively supports a free-market economy, 
nepotism and corruption still hinder its entry into the world 
market. And though it subscribes to international conven­
tions on minority rights, Macedonian society has yet to rec­
oncile itself as both pluralistic and integrated. This factor, 
more than any other, lies at the heart of the dispute that in 
2001 escalated into armed conflict. 

Macedonia has continually faced economic obstacles. 
UN sanctions against Serbia during the Bosnian war and 
the Greek embargo from 1994 to 1996 suffocated 
Macedonia's economy by restricting the imports of raw 
materials and exports of finished goods. The economy be­
gan improving in mid-1999, when Skopje concluded free 
trade agreements with most of its contiguous countries. 
The newest free trade agreement is with Albania and is 
scheduled for signing in January 2002. A new associative 
relationship with the EU, as well as Yugoslavia's poor eco­
nomic health due to the Kosovo war, also dramatically re­
oriented Macedonia's economy. In 2001, only 25 percent 



of Macedonia's foreign trade went to Yugoslavia (com­
pared to nearly 100 percent prior to 1999) and 5 5 percent 
to the EU. 

Between 1999 and 2001, Macedonia's economy dis­
played two contradictory tendencies. The formal economy 
generally declined as a result of a fall in major exports, a 16 
percent annual trade deficit, and an unemployment rate of 
50 percent (down from 70 percent during the Kosovo war). 
In contrast, though, the country also enjoyed greater li­
quidity, which was evidenced in the average annual sale of 
12,000 new cars and 10,000 homes. 

The rates of inflation versus growth in gross domestic 
product reflected these same tendencies. Following the 
Kosovo war, experts predicted an overall decline in GDP 
together with growing inflation. By taking advantage of 
business opportunities associated with the reconstruction 
of Kosovo, however, Macedonia experienced growth in its 
GDP both in 1999 and in 2000. The value-added tax that 
took effect in 2000 also brought significant revenues into 
state coffers and reduced the scope of the gray economy. 
Nonetheless, Macedonian citizens engage in nontaxable cash 
transactions whenever possible. Macedonia's dcnar is still 
pegged to the deutsche mark, and thus the Euro, at a fixed 
rate, and this practice overvalues the denar and overprices 
Macedonian exports and labor. Significantly, the Macedonian 
government reduced the number of personal income tax 
brackets from three (maximum 33 percent) to two (15 and 
18 percent). This and the VAT stimulated greater partici­
pation in the formal economy and contributed to a national 
budgetary surplus. 

These nascent positive economic trends were reversed, 
however, by the war in 2001, which has had a dramatic 
negative effect on Macedonia's economy and social fabric. 
Foreign trade has dropped 22 percent; exports are down 
10 percent; and imports are down 29 percent. Less money 
is in circulation, and that which is has been restricted. Ap­
proximately 120,000 workers from 26,000 companies have 
had their bank accounts blocked. According to the Pay­
ment Traffic Institute, by mid-2001 overdue payments had 
reached DM 1.2 billion, up DM 200 million from last year 
and with no end in sight. The government has difficulty 
collecting VAT and customs duties, which in turn aggra­
vates the overall economic situation. Intended for closure 
or restructuring, large loss-making companies have been 
ignored owing to t11e government's preoccupation with the 
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war. Although they receive minimal government aid in the 
form of insurance and pension payments, 7,000 workers in 
eastern Macedonia have not received a salary for years. Cur­
rent estimates suggest that 400,000 unemployed people arc 
living below the poverty line. During 2001, unemployed 
workers blocked roads and demonstrated before local gov­
ernment buildings. Although some pitched tents before 
Parliament to remind legislators of their situation, no steps 
have been taken to ameliorate the workers' plight. 

In July 2001, t11e Macedonian Business Association pre­
dicted ''social war" if the country's economic and military 
crisis continued unabated. Due to t11e crisis, the government 
negotiated wit11 the IMF for a revised GDP growt11 target of 
2.5 percent rather t11an 6 percent; for an inflation rate of 4.5 
percent should war continue to year's end; and for a budget 
deficit of $230 million. Government economists claim that 
the impact of the budget deficit is mitigated by ilie economy's 
strong performance in 2000. Though currency reserves are 
down by $110 million, this is not enough to jeopardize over­
all economic stabilization or to cause the devaluation of the 
denar. However, the business community, bankers, and in­
dependent economic analysts dispute t11e government's views. 
Among other recommendations, they urge a 15 percent re­
duction in all budgetary spending to meet existing IMF and 
World Bank agreements and to prepare for the scheduled 
donors' conference. 

Rather than reduce spending, though, on July 1, 2001, 
the government, with the IMF's consent, introduced a 0.5 
percent war tax on all cash and non-cash transactions. This 
tax was expected to yield DM 800 million and to reduce 
the budget deficit from 8 to 6.5 percent. Economic ex­
perts, parliamentarians, and citizens, however, sec the war 
tax as a cover for high levels of corruption and the fragile 
state of Macedonia's economy even before the war. Inde­
pendent analysts predict the total amount levied will equal 
only 50 percent of what the economy lost during the first 
two quarters of2001 (an estimated DM 400-800 million) 
and 85 percent of what all companies earned in six months 
during 2000. They also predict this tax will reinvigorate 
growth in the gray economy. The public is also concerned 
that this tax, which was intended to last six months, will 
remain indefinitely. 

Eran Fmenllcl is the cxecutiJ>e director of Search for Common 
Ground in Macedonia. 
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1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 386.7 442.9 507.1 448.6 304.5 327.5 374.0 

Real GDP growth (%change) -1.4 -7.8 1.3 -6.5 -4.4 1.9 5.0 
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Life Expectancy (years) 65.7 66.6 66.5 66.5 67.8 67.8 68.0 



INTRODUCTION 

A:.ter ten years of independence, the Republic of 
Moldova is still searching for its identity and feeling 

nsure of its fate. The country has faced difficult 
challenge!> in transforming itself from a Soviet republic to 
an independent nation. It was one of the first Soviet repub­
lics to have a !ttrong independence movement between 1988 
and 1990, but failed to keep up the momentum in its first 
years of independence. Like the Baltic republics, Moldova 
was occupied by the Soviet Army in 1940 following the 
German-Soviet Molotov-Ribbentrop Pact. But unlike the 
Baltic states, Moldova was not independent between the 
two world wars; instead, it was part of Romania. More im­
portantly, Western countries were slow to provide strong 
support for Moldova in the early days of independence. Most 
of the leaders of independent Moldova were so-called re­
formists from the Communist Party who lacked the vision 
or will to build a strong, independent state not oriented 
toward Russia. 

Moldova first drew Western media attention during a 
short internal conflict in 1992, provoked by ethnic-Rus­
sian separatist leaders in an area of eastern Moldova known 
as Transnistria. In the summer of 1992, separatists backed 
by the Russian Army overcame the central government's 
poorly equipped forces in the region. Later, in the mid­
l 990s, international institutions and donor countries called 
Moldova a model for other former Soviet republics, espe­
cially in land privatization. But the triumph did not last 
long. By the end of the 1990s, Moldova had been labeled 
"Europe's poorest country" and was viewed as a source of 
illegal immigrants, including women trafficked by crimi­
nal gangs for sex slavery. 

The second major wave of international press stories 
about Moldova related to the February 2001 parliamentary 
elections. The Communist Party's landslide victory was a 
surprise not only for the international community but also 
for the Communists themselves. They won 71 scats in the 
101-scat Parliament. Moldova became the first post-Com­
munist country in which the Communist Party controls both 
the legislative and executive branches. 

During its first decade of independence, Moldova be­
came a democracy with free and fair multiparty elections at 
the national and local levels. Moldova is the only country in 
the Commonwealth of Independent States to have a parlia­
mentary rather than a presidential system of government. A 
2000 amendment to the Constitution enables the legisla­
ture to elect the president and approve the head of govern­
ment and its members. Because of this change, in 2001 the 
Communist Party was able to win political power. Although 
citizens had learned to carry out their civic duties, partici­
pated in mass privatization, and handled tough challenges 
during the transition, the majority considered the economic 
outcome to be worse than expected-a situation that ulti­
mately led to the Communist victory. 
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Thus, Moldova's geographic and geopolitical positions 
and history have been major factors in shaping the country's 
behavior. Yet despite the hardships caused by civil conflict, 
limited energy and mineral resources, and foreign economic 
and political pressure, Moldova has ranked high in Free­
dom House's annual ratings in comparison to other Soviet 
republics, save for the Baltic states. 

Resistance by two ethnic minorities to central rule has 
been a significant political d1allcnge. The first and stron­
gest group is the ethnic Russian community in the 
breakaway Transnistria region on the eastern bank of the 
Nistru River. The second is the 150,000-strong Gagauz 
community, a Christian Turkish group, located in a small 
region by the city Comrat in southern Moldova. In 1994, 
the Moldovan Parliament granted to the Gagauz minority 
an administrative territorial unit named Gagauzia. This 
provided the Gagauz with significant cultural and economic 
autonomy from the central government. Transnistria re­
mains an unresolved problem for the Moldovan leader­
ship despite many years of negotiations between Chisinau 
and Tiraspol authorities. The international community's 
involvement through the OSCE, along with Russia and 
Ukraine's role as mediators, is important for Moldova's 
efforts to end the crisis. 

The OSCE is playing a crucial role in monitoring the 
withdrawal of Russian ammunition and troops from 
Transnistria. At a November 1999 OSCE summit, Russia 
pledged to remove its military arsenal from eastern Moldova 
by 2001-in compliance with the provisions of the Treaty 
on Conventional Armed Forces in Europe-and to with­
draw its troops by 2002, unconditionally and under inter­
national observation. By the end of 2001, Russia had met 
its first commitment. However, Moscow is still able to re­
vert to its old position that the evacuation of its troops from 
Moldova is conditional upon settling the Transnistria prob­
lem. Such linkage, dubbed "synchronization," gives 
Transnistria veto power over any decision and enables Rus­
sia, as a mediator with troops, to manipulate the negotiat­
ing process into a permanent deadlock. With foreign troops 
on its territory and a breakaway republic resisting central 
rule, Moldova has found it impossible to become a fi.tlly 
independent country. 
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Political developments in Moldova during the period cov­
ered by this report had dramatic consequences for the 
country. A prolonged struggle between President Petru 
Lucinschi and Parliament over Moldova's form of govern­
ment ended when Parliament, fearing Lucinschi's intent 
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to transform Moldova into a presidential republic, amended 
the Constitution on July 5, 2000, to change the way the 
president is elected. Under the change, the president is 
elected by Parliament rather than through a direct vote. 
The divided Parliament, however, could not reach a com­
promise on who should be elected president. The Commu­
nists, who had 40 seats in the I 0 I -scat body, insisted on 
their candidate, party leader Vladimir Voronin. The center­
right coalition in Parliament lacked enough votes tu elect 
its candidate, Constitutional Court Chairman Pavel Barbalat, 
without the support of the Communists. Exercising his con­
stitutional prerogative, President Lucinschi dismissed Par­
liament after it failed in three attempts to elect a president. 

Parliament's dissolution and the subsequent early elec­
tions revealed the depth of Moldova's political crisis. The 
political reforms put in place since independence were aimed 
more at divvying up power among leading personalities and 
parties than creating an effective and responsive govern­
ment. Between I 99 I and I 994, Moldova's first president, 
Mircea Snegur, concentrated power in his own hands. From 
I 994 to I 999, the Agrarian Party used its parliamentary 
majority to transter most power from the president to Par­
liament. Under the constitutional amendment of July 5, 
2000, a single party or coalition could wield considerable 
power if it gained enough seats to form a government and 
elect a president. 

The early parliamentary elections were scheduled for 
February 25, 200I. The outgoing Parliament made two 
major changes to the electoral code . First, the campaign 
period was shortened to 45 days from 90. Second, the 
threshold for political parties and blocs to gain scats in 
Parliament was increased to six percent from four per­
cent. The changes were pushed by the Communist Party, 
which sought to keep out of Parliament less powerful 
parties, extra-parliamentary political parties, and 
sociopolitical organizations that were preparing for the 
electoral campaign. Many local political analysts predicted 
before the elections that only four or five parties would 
pass the six percent threshold. In the end only three 
gained seats. 

In a surprising result, the Moldovan Communist Party 
(MCP) won 50.07 percent of the vote; the Braghis Alliance 
(BA), an ad hoc grouping of I 7 left-leaning and centrist 
political organizations that includes the Socialist Party and 
the War Veterans' Organization, 13.36 percent; and the 
Christian Democratic Popular Party (COPP), 8.24 percent. 
Under the election law, the remaining 28.33 percent of the 
vote was distributed proportionally among the winners. Be­
tween their own votes and these "gift votes," the Commu­
nists won 7I seats; the BA, I 9; and the COPP, 11 . The 
Communist Party's absolute majority in the 10 I -seat Par­
liament made it the most powerful political entity since 
Moldova's independence. 

The numerous international organizations that observed 
the elections said the vote was free and fair. Moldovans in 
Transnistria, however, were not able to participate freely in 

the election. Tiraspol separatist leaders opposed Chisinau's 
propo11al to open election stations in the breakaway region. 
Theoretically, voters from Transnistria who could leave the 
region could vote elsewhere in the country. However, the 
country's harsh economic situation and fear of persecution 
by Transnistrian intelligence bodies meant that few from 
Transnistria voted. 

The turnout was 67.52 percent of registered voters, or 
I ,606,703 people. According to official figures, 7I 7 ,597 
fewer people voted in the 200I elections compared with 
the I 998 vote. This partly confirms unofficial data sug­
gesting that many Moldovans have emigrated in the past 
three years in search of better jobs. Most have gone to neigh­
boring countries, Russia, and Western Europe. Since many 
of these emigrants are in their new countries illegally, or 
would face costly trips to a Moldovan embassy to vote, few 
Moldovans living abroad cast absentee ballots. 

Local and international analysts said that the Commu­
nist Party's victory was not only a sign that many Moldovans 
long for the social benefits, free medical services, and better 
living conditions of the Soviet era, but also a firm voice against 
the reformists, who had largely failed to deliver on their prom­
ises of the past decade. The Communists' winning message 
was that the governing parties were unable to deliver eco­
nomic growth and, as a result of their economic mismanage­
ment, most of the country's population lives in poverty. Most 
observers believe that the election result was a direct conse­
quence of the failure of the right-wing parties to form an 
anti-Communist coalition in the outgoing Parliament and 
later to form an electoral bloc that could defeat the Commu­
nists, as was the case in the I 998 parliamentary elections. For 
its part, the Communist Party was the most organized party, 
benefiting from its Soviet-era network of branches through­
out the country. It conducted an aggressive campaign, with 
party members and sympathizers visiting nearly every voter 
and promising them what they needed most. 

Besides the Communists, only one other party in the 
outgoing Parliament, the COPP, won seats in the new body. 
The Braghis Alliance was the only outside group to win 
seats, thanks to the efforts of its leaders in the government. 
Acting Prime Minister Dumitru Braghis, for example, de­
creased the arrears in pensions and salaries owed to public 
employees prior to the vote. 

Contrary to the MCP's electoral promises, Commu­
nist leader Vladimir Voronin stated immediately after the 
elections that his party would not revise Moldova's 
privatization program and would cooperate with the World 
Bank and the International Monetary Fund. At the same 
time, he reaffirmed that the MCP's objectives include join­
ing the proposed Russia-Belarus union and reintroducing 
Russian as an official language in Moldova, along with Ro­
manian. The MCP also said that it would keep its promise 
to reverse administrative-territorial reforms, reverting to the 
Soviet system of counties called raions. 

The Communist Party, though, had to form a govern­
ment, but Voronin and his team were unprepared to take 



on the full responsibility of governing. In the six years after 
the Communist Party was allowed to reregister (thanks to 

former President Lucinschi, who had pushed for scrapping 
the 1991 law that had declared the Communist Party ille­
gal), it was in opposition. During that time, the Commu­
nists did not establish a "shadow" government or elaborate 
alternatives to the government's policies. At most, the Com­
munists expected to win 50 to 55 seats. The first 50 candi­
dates on the MCP's electoral list were carefully selected and 
were mainly former party bosses with experience in the pre­
vious Parliament or Soviet governmental bodies. The rest 
of the list consisted of loyal supporters with little political 
or managerial experience. 

The Communists therefore found themselves in a diffi­
cult situation when it came time to select people to work in 
the executive branch. Their solution was to establish a tech­
nocratic government. Voronin 's first surprising move was 
the appointment of Eugenia Ostapciuc as the speaker of 
Parliament. It is believed that Voronin chose Ostapciuc for 
two main reasons. First, the new speaker was not widely 
known and had little political experience or influence within 
the MCP. Thus, the Communist leader, who intended to 
become the country's third president, wanted to avoid com­
petition between Parliament and the presidency. The can­
didates for chairperson from the progressive wing of the 
MCP were Maria Postoico, Andrei Neguta, and Victor 
Stepaniuc. The conservative faction's candidates were Vadim 
Misin and Ivan Calin. By choosing Ostapciuc, Voronin 
managed to find a compromise candidate and avoid party 
infighting. Second, the Communists believed that the West­
ern press would temper its increasing criticism of the 
country's politics if the chair of the Moldovan legislature 
were a woman. 

The results of the presidential election were predict­
able. Voronin captured 71 of the 89 votes cast by members 
of Parliament and was elected Moldova's third president. 
On April 7, 2001, the 59-year-old former baker and police 
general was sworn in. Thus, Moldova became the first former 
Soviet state to elect a Communist as its leader. The new 
president kept his post as first secretary of the MCP's Cen­
tral Committee, thereby ensuring that no important deci­
sion would be made without his knowledge or accord. 

On April 11, Voronin nominated Vasile Tarlev as the 
country's prime minister. Tarlev, an ethnic Bulgarian, was 
the manager of the candy manufacturer Bucuria, one of 
the few profitable state-run enterprises in Moldova. He 
was also the chairman of the Moldovan Producers' Asso­
ciation. The new team won the backing of75 members of 
Parliament from the Communist Party and the Braghis 
Alliance. All 11 deputies from the Christian Democratic 
Popular Party voted against the government, showing their 
irreconcilable opposition to the ruling Communist Party. 
Six members of the previous government were included 
in the Tarlev Government: Deputy Premier and Minister 
of Economy Andrei Cucu; Minister of Education Ilie 
Vancea; Minister of Finance Mihail Manoli; Minister of 
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Energy Ion Lesan; Minister of Labor and Social Protec­
tion Valerian Revenco; and Minister of Foreign Affairs 
Nicolae Cernomaz. The nominal list of the new executive 
body was passed without debate. The only exception was 
Victor Topa, the minister of transportation and commu­
nications. He was accused by the CDPP of being involved 
in illegal activities when he headed the State Civil Avia­
tion Administration . Tarlev's agenda included more state 
intervention in the economy, the creation of state mo­
nopolies in some sectors, the introduction of strict con­
trols over imports and exports, and the granting of 
preferential loans to exporters as a means of protecting 
domestic producers . The new government said it would 
boost economic growth to 5 percent annually, reduce the 
inflation rate to l 0 percent annually, and cut the budget 
deficit to l .5 percent of GDP. 

Under current legislation, the process of registering a 
political party or movement is not overly difficult. The main 
task is to collect 5,000 signatures from the new party or the 
movement's supporters. As of October 1, 2001, 31 parties 
and social-political organizations were registered with the 
Ministry of Justice. Many hope for the merger of several 
parties since there is considerable confusion over parties with 
similar names and political orientations. It is widely bdieved 
in Moldova that political movements are not created ac­
cording to political doctrines, but rather reflect individual 
politicians' desires to head political movements. For the time 
being, the Moldovan electorate votes mainly for the per­
sonalities on parties' lists, not for the parties' programs. 

Members of Parliament are elected via proportional 
representation, with the entire country considered a single 
electoral district. Party leaders decide which seats on the 
electoral list to give to potential candidates, depending on 
the candidates' contributions, financial or otherwise. There 
are conflicting figures on party membership, but ultimately 
the election results provide the best indicator of party sup­
port. Ironically, some parties in the last parliamentary elec­
tions received fewer votes than their declared numbers of 
members. 

Financing political campaigns is the main problem each 
party faces. In most cases, parties look for contributions 
from local businesspeople. Occasionally, they seek support 
from abroad. In the end, the party has to pay a price, such 
as including contributors in the party's list, nominating 
them for positions in the new government, and advocat­
ing their legislative preferences. In cases of foreign contri­
butions, the winner of elections has to take into account 
the contributor's agenda and make appropriate changes in 
its own political agenda regarding foreign or domestic 
policy. Given that in Moldova many business activities are 
underground (the shadow economy is believed to account 
for more than 50 percent of economic activity) and that 
some businesspersons are linked to the criminal under­
ground, there is a real danger that legislative and execu­
tive bodies may contain special interest lobbyists, therefore 
paying little heed to the public interest. 
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NGOs ha\'e been active in Moldova since 1989. During the 
Soviet era, NGOs were considered by authorities to be in 
opposition to state bodies or implanted by foreign entities. 
Today, NGOs arc an indivisible part of Moldovan civil soci­
ety and have increasing influence on state institutions. Ac­
cording to data from the Ministry ofJustice, the number of 
registered foundations has grown each year, particularly 
following the adoption in 1998 of the Regulation on Civil 
Associations. The following chart demonstrates this trend. 
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The majority ofNGOs focus on arts and culture, sports, 
education and training, economic development, health care, 
human rights, and science and technology. More than 50 
NGOs focus on women's issues, 24 on disabled people, 64 
on youth, 39 on ethnic communities, and 16 on animal 
protection . Although no NGOs are outwardly based on 
religion, 74 are identified as charitable and social assistance 
organizations. The most active among them is the local af­
filiate of the U .S.-based Little Samaritan group, which pro­
motes Protestant Christianity and provides assistance to 
orphanages and elder homes. The group's radio network 
covers most of Moldova. 

Despite the large number of organizations and asso­
ciations (about 2,500 were registered as of mid-2001), 
experts on Moldovan NGO activity believe that only 
about 15 to 20 percent are active . The government body 
in charge of NGO registration occasionally forces groups 
to reregister, leading to complaints from NGO leaders 
about bureaucratic and time-consuming procedures. 

During the last reregistration period between January 
1997 and July 1998, only 47 .33 percent of the associa­
tions managed to reregister. 

The legal framework regulating NGO activity is gener­
ally considered adequate. Although the Moldovan Consti­
tution does not specifically articulate the right to establish 
public associations, organic laws stipulate this right. These 
include the 1995 Law on Philanthropy and Sponsorship, 
the 1996 Law on Public Associations, and the 1999 Law 
on Foundations. The establishment of an appropriate envi­
ronment for NGO development in Moldova was facilitated 
by the ratification of international documents. In 1990, the 
first Moldovan Parliament ratified the Universal Declara­
tion of Human Rights and later the Council of Europe's 
Convention on Human Rights. Moldovan legislation allows 
NGOs to go to court to defend their rights, the rights of 
their members, or the public interest. However, a lack of 
experience and professionalism prevents NGOs from effi ­
ciently using the judicial system to resolve problems with 
central or local authorities. 

NGO activity is dependent on the availability of funds . 
Financing from the state budget is limited, and foreign do­
nors arc the major source of funding. Local business people 
sporadically sponsor cultural and charitable NGOs in some 
local communities. 

NGOs are not exempt from Moldova's value-added 
tax. Exceptions arc made ifthere is an intergovernmental 
agreement on technical assistance and the Ministry of Fi­
nance makes a favorable decision in this regard. The same 
applies for customs duties. Local administrations decide 
local tax policies regarding NGOs. In order to prevent 
corruption, once the decision is reached the local admin­
istration is not legally allowed to provide exceptions to 
individual organizations. 

Only organizations that are given the status of "pub­
lic benefit associations and foundations" can receive tax 
exemptions. The Ministry of Finance determines this sta­
tlts based on a list of public benefit organizations prepared 
by the Certification Commission, which was created un­
der the supervision of the Ministry of Justice. The criteria 
for exemption arc similar to those for nonprofit organiza­
tions in the West. 

Although trade unions in Moldova have been established 
in almost all sectors of the economy and in public institu­
tions, they arc far from effective in defending employees' 
rights. The trade unions resemble their Soviet-era predeces­
sors rather than acting as worker's advocates in the Western 
sense. In late 2000, the main trade union broke into two 
separate unions: the Trade Union Confederation of Moldova 
(TU CM), the direct successor of the previous federation, and 
Solidaritate (Solidarity), a new organization. The TUCM 
accounts for about 80 percent of all union members in 
Moldova, \vi th the rest belonging to Solidarity. TUCM mem­
bers come from the public sector as well as the agriculture 
and agricultural processing sectors, radio electronics, medi­
cine, education, and cultural institutions. Solidarity members 



arc employed in industry, transport, telecommunications, 
construction, and social ~crvices. The TUCM has been a 
member of the Internacional L'lbor Organization since 1992 
(as a succe!>sor co the General Federation ofTrade Unions); 
it has also been affiliated with the Internacional Contedera­
cion of Free Unions in Brussels since 1997. 

The new owners of previously state-owned land formed 
the National Association of Farmers to lobby for farmers' 
rights. Public policy organizations are growing in number 
and strength. They distribute their message through local 
mass media as well as conferences and seminars. 

The new government has begun to introduce some so­
called "corrections" co the educational system, based on 
the Communises' electoral agenda. First, new books such 
as History of Moldo11a and Moldopa11 Language and Litem­
ture are being prepared to replace texts such as the History 
of Roma11iam and Romanian La11g11age a11d Litemtttl"e. It 
is expected that such changes will ignite protests by teach­
ers and parents. In addition, private education institutions, 
which exist in greater numbers at the college and university 
level than at the secondary and high school level, would 
have more flexibility than public institutions to establish their 
own curriculums. 

The main religion in Moldova is Christian Orthodox. 
It counts among its followers up to 90 percent of the 
Moldovan population of 4.2 million. In November 2001, 
the Communists rejected an initiative of the Christian Demo­
cratic Popular Party to introduce religion in schools. 
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Mass media organizations in Moldova are developing, and 
there are promising signs that they will become influential 
in the country. _The birth of independent media could be 
linked to the establishment of the first news agencies in 1992 
during the period of armed conflict in eastern Moldova. At 
the time, there was a lack of information in both Moldova 
and abroad about military operations on the front line. The 
BASA-Press news agency began as a part of the newspaper 
Sfatttl Tarii and received initial financial support from the 
Soros-Moldova Foundation. Next, journalists of the gov­
ernmental agency Moldova-Press who differed with their 
employer about how the news should be presented created 
the Infotag news agency. 

Today, Moldova's media arc diverse and generally free. 
However, the distribution of periodicals is still controlled 
by the state through the Posta Moldovei Company. Com­
petition has been an important factor in the increasing quality 
of newspapers, journals, and television and radio news out­
lets. The media have also faced challenges from foreign print 
and broadcast media, including the strong presence of Rus­
sian newspapers and television and radio stations. In addi-
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tion, Moldovans have access tu major international televi­
sion channels and some newspapers from Romania. The 
Internet is indispensable to many local businesses, public 
administration entities, and educational institutions. 

The main newspapers arc Flttx, ]ttmal de Chisi11att, 
MoldoJJa SttJ1e1·1111a, Com1mist, Ta1·a, Eco11oniicheslwe 
Obozrmie, A13mnenty I Fallty, and Kmnsomoliskaia Pra11da. 
The most popular radio stations are Antcna C, Hit-FM, 
Radio Nova, Radio PoliDisc, Radio Contact, and Russkoe 
Radio. Popular television station!> include PRO lV, TVM, 
ORT, and IVRl. 

Infotag, BASA-Press, Flux, and Moldprcss are 
Moldova's leading news agencies. Others include Interlic, 
Nica-Prcss, and Deca-Press. News agencies face difficulties 
in selling their news bulletins abroad. Their main custom­
ers arc foreign embassies accredited to Moldova, offices of 
international organizations, and foreign private firms and 
think tanks. Because of their limited funds, local businesses, 
print media, and governmental institutions cannot afford 
to pay for the daily electronic news that news agencies pro­
vide. News is posted daily on many Web sites (the most 
popular is www.ourncc.md). The site www.moldova.org 
offers free e-mail news bulletins. 

The most difficult problem the media faces is financ­
ing. The Moldovan market is small, and many journals and 
newspapers require subsidies to survive. The government 
subsidizes a small number of media entities. These include 
the newspapers NezaJ1isimain Moldova and Moldo11a 
SttJ1em11a; the journals Eco11omy and Refomis, MoldoPa and 
the Wodd, and Welcome; the news agency Moldprcss; and 
the Teleradio-Moldova radio and television network. Po­
litical parties, foreign entities, and local businesses are also 
major sponsors of the media. 

The previous Parliament introduced many legislative 
amendments to restrict candidates' access to the mass me­
dia. The most restrictive rules were imposed on media con­
trolled by the state. At times this led to odd situations, 
such as when on the eve of the 2001 elections Teleradio­
Moldova, obeying the regulations, did not cover parties' 
press conferences. Parties and electoral blocs used their 
publications to hide the real amount of money spent on 
print materials. For example, the Communist Party 
launched about a dozen new publications that were dis­
tributed free of charge throughout the country just be­
fore the elections. In order co skirt the legislation, the 
Communists did not register these papers as new publica­
tions, instead calling chem supplements to their official 
newspaper, The Communist. The Electoral Code states that 
in cases of violations of the law, the Audiovis.ual Coordi­
nation Council should withdraw the licenses of media en­
tities and the Central Election Committee must disqualit)r 
the candidates from the elections. Despite the fact that 
violations were quite frequent, there was not a single case 
of withdrawal of licenses or electoral certificates. 

The Constitution of Moldova and organic laws lack 
express provisions that would guarantee the independence 
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of the press and audiovisual entities. The Law on Broad­
casting Media established the Audiovisual Coordination 
Council, an independent body tlrnt includes experts nomi­
nated by Parliament, the president, and the government. 
The Council ovcr~ces the activities ofbroadca'it media. The 
legislation prohibits libel of public officials or state institu­
tions and stipulates the punishments for such \'iolations. 
Several case~ have been brought against journalists or their 
employers. The registration procedure fix print media is 
simple and is done through the Ministry of Ju'itice. Rcgi.,­
tcring a bro.1dcast cntiry is more difficult. The Ministry of 
Transportation and Communications determines the avail­
ability of frequencies and issues licenses. 

The Independent Journalism Center of Moldova was 
established in 1994 with the support of the U .S.-based Eurasia 
Foundation and the Soros-Moldova Foundation. There arc 
also two other press institutions, the Electronic Press Asso­
ciation and the Journalists' Union ofMoldo\'a. rn 2001, these 
three NGOs, in cooperation with the Council of Europe and 
the European Union, hosted seminar~ ;md workshops for 
journalists and public officials on the role of regulatory bod­
ies in the broadcasting sector and relations between the state 
and the press in a democratic society. 

In Transnistria, freedom of speech and access to infor­
mation is limited. Local authorities censor local news agen­
cies, newspapers, and television and radio stations. The 
majority of media arc state-owned. If their content docs 
not conform to guidelines set out by the separatist regime, 
their managers and journalists risk being fired or arrested. 
The regime in Transnistria prohibits the distribution of na­
tional newspapers printed in Chisinau. 

Governance and Public Administration 
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The 1994 Constitution provides for the separation of the 
executive, legislative, and judicial branches of government. 
The July 2000 constitutional amendment brought about a 
major change in the balance of power. Elected by Parlia­
ment, the president nominates the prime minister based on 
the distribution of parry power in Parliament. Within 15 
days of being nominated, the prime minister must seek par­
liamentary approval of his new cabinet and its agenda. After 
the February 2001 parliamentary elections, the Commu­
nists took control of both the legislative and executive 
branches. In the new political system, there arc few real 
checks and balances. President Voronin faces little diftkulty 
in implementing his party's agenda. As the head of the ex­
ecutive branch, Voronin has the ability to influence the gov­
ernment and dismiss cabinet members. 

The Tarlev govcrnment is subordinate to the Parlia­
ment and the president, and has little room to maneuver. 
Members of the new cabinet have to follow the MCP's 

agenda even if they arc not formally party members. The 
dismissal of Foreign Minister Nicolae Ccrnomaz is widely 
seen as an example of what happens to those who do not 
fi .. >llow the rules. 

Transnistria is viewed in Chisinau as a part of Moldova, 
but in fact this eastern territory of the country is run as an 
independent state. In December 1991, Transnistria staged 
a referendum and a presidential election simultaneously. The 
rdercndum resolved that Transnistria would continue to 
be part of the Soviet Union, which for many has come to 

mean being part of a Greater Russia . Igor Smirnov won the 
presidential election. In 1992, Russia's Fourteenth Army 
and Transnistrian forces, composed of locals and Cossacks 
from Russia and Ukraine, defeated Moldovan forces in an 
oper.nion commanded by General Aleksandr Lcbcd, later a 
top Russian politician. This cemented the secession and, 
with it, the position of the ruling elite in Tiraspol. On De­
cember 9, 200 I, Smirnov was reelected president of 
Transnistria with 86 percent of the vote; voter turnout was 
reportedly 65 percent. The two losing candidates, both ideo­
logically indistinguishable from the victor, claimed fraud. 
International institutions and Western governments refused 
to observe the election. 

The last census in 1989 found Transnistria 's popula­
tion to be 41 percent Moldovan, 28 percent Ukrainian, and 
25.5 percent Russian. There have been no notable inflows 
or outtlows of a particular group since then. Many of the 
Russians have lived in the region since the Soviet era. The 
Ukrainians divide approximately equally into two groups: 
Ukrainian-speaking rural inhabitants, native to the area, and 
Russificd urban residents, resettled there from cities in 
Ukraine. rn theory, Transnistria has three official languages: 
Russian, Ukrainian, and Moldovan. rn practice, the authori­
ties use only Russian as an official language. Moldovan/ 
Romanian and Ukrainian, which arc the native languages 
to three quarters of the population, arc completely excluded 
from government and administration and relegated to mar­
ginal roles in other spheres of public life. The media and 
the educational system arc geared toward the linguistic 
Russification of non-Russians. The Soviet social structure 
remains a mix ofkolkhoz socialism and teudalism, accord­
ing to the U.S.-based Jamestown Foundation. 

Laws guarantee citizens the rights to be involved in 
public lite and to influence the decision-making processes 
of state institutions. Nevertheless, they arc ambiguous 
and stipulate restrictions on public participation in par­
liamentary and local council sessions. For example, the 
1998 Law on Local Public Administration says that local 
council sessions are open to the public but also that only 
persons whose presence is considered necessary may at­
tend. Similarly, the Parliamentary Regulation stipulates 
that "sessions, as a rule, arc open to the public," but in 
reality the procedure to obtain permission to observe a 
session is very complicated. Speaker Eugenia Ostapciuc 
even refused to allow two Spanish legislators to attend a 
session of the Moldovan Parliament during their work-



ing visit to Moldo\'a in November 200 I at the invit,ttion 
of the opposition Christian Democratic Popular Party. 
Ostapciuc said that the Spanish lawmakers had not been 
officially i1wited by the Moldovan authorities to visit the 
country. 

Parliament has ratified the UN Convention on Access 
to Information, Public Participation in Decision-Making 
and Access ro Justice in Environmental Matters. It also 
has adopted the Law on Access to Infr>rmation. However, 
authorities have been slow to implement these documents. 

The MCP is bringing back the Soviet era adminis­
trative layout of the country, consisting of 40 local terri­
torial raions that had been replaced early in Moldova's 
transition by 10 jttdctc (counties) and autonomous re­
gions. At the end of December 200 l, the Communists, 
along with the Braghis Alliance, approved a law reestab­
lishing the old territorial-administrative system. 

The Communists hope to satisfy some of their vot­
ers' desires to live within the borders of their old district. 
More importantly, the Communists hope to install their 
own people in local administrative institutions. Currently, 
prefects, appointed by the previous central government, 
act alongside local elected officials, most of whom arc 
not MCP members . 

In June 2001, Parliament amended the Law on Lo­
cal Public Governance to remove the authority of judet 
councils over local budgets. Government officials stated 
that the change was made because of the "irresponsibil · 
ity and carelessness ofjudet councilors," who arc elected 
by local communities. The local councils will now ap· 
prove annual budgets, but the judet prefects, who arc 
nominated by the central government, will manage these 
budgets. The COPP leader Iurie Rosca stated during the 
parliamentary debates that "these amendments would end 
the history oflocal autonomy in Moldova" and would be 
in violation of the European Charter on local autonomy. 

During the past ten years, Moldovan civil society has 
learned how to influence the decisions of public authori­
ties. NGOs use meetings, pickets, demonstrations, and 
initiative groups when citizens and public authorities do 
not reach a consensus or when public opinion is ignored. 
In 2001, however, only a few public actions took place . 
First, there was a demonstration immediately after the 
parliamentary elections involving a group of high school 
students who protested the Communists' plans to intro­
duce Russian as a second official language, join the Rus­
sia-Belarus Union, and ban public school courses on the 
history of Romanians. In addition, in December 2000 
and April 2001 the Reform Party and the National Ro­
manian Party picketed the Russian embassy in Chisinau. 
The protesters demanded the acceleration of the with· 
drawal of Russian army munitions and troops in eastern 
Moldova. In March 2001, medical workers picketed the 
Balti Judet Council, demanding their unpaid salaries for 
2000. The protest ended when the demands were par­
tially satisfied. More protests may lie ahead if the MCP 
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fails to deliver on promises to boost economic growth 
and improve li\·ing conditions, or if it moves to have 
Moldova join the Russia-Belarus Union or introduce 
Rus~ian as an official language. 

RULE OF LAW 
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During its first decade of independence, Moldova created 
a judicial system and established J basic legislative frame­
work. Moldova receives aid to reform its judiciary from 
donor countries and international organizations; the ma­
jor technical assistance provider in this regard is the United 
States. The Constitutional Court, the Supreme Court of 
Justice, the Appeals Court, the Supreme Council of Mag­
istrate, and district courts are increasingly gaining influ­
ence in Moldovan society. 

The Constitutional Court is actively involved in exam­
ining petitions from state and judicial bodies. According to 
the Constitution, Parliament, the government, and the Su­
preme Court of the Magistrate each appoint two Constitu­
tional Court judges to six-year terms. Since its establishment 
in 1995, the Constitutional Court has examined 450 peti­
tions and invalidated 53 laws, 43 governmental decisions, 
17 legislative decisions, and 8 presidential decrees. It has 
adopted 29 decisions on the interpretation of 45 articles of 
the Constitution and issued 13 initiatives to change the su­
preme law of the country. 

The most recent petitions examined by the Constitu­
tional Court involved Moldova's system of governance. 
Another important petition examined by the court was a 
legislative initiative of 34 parliamentarians to amend the 
Constitution to abolish parliamentary immunity. By imple· 
menting the court's affirmative decision, Moldova would 
join the list of European democracies, such as Austria and 
Switzerland, in which parliamentary immuniry has been can­
celed. This decision would likely have a significant impact 
on Moldova's political scene, since it is widely believed that 
a no-immunity regime would reduce the number of people 
who arc cager to be in Parliament in order to avoid being 
prosecuted for their illegal activities. 

In other recent decisions, the Constitutional Court ap· 
proved constitutional amendments on the dissolution of 
courts within the Moldovan judicial system that duplicated 
the work of district courts; certified the appointment of judges 
by Parliament; and reduced from five years to four the terms 
of members of the Supreme Council of Magistrate. How­
ever, Pavel Barbalat, whose mandate as the Court's chainnan 
expired in February 2001, has stated that only half of the 
Constitutional Court's decisions have been enacted. 
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The Supreme Court of Justice hears appeals of ca~es 
where either party to the litigation believes that a lower 
court decision ha~ violated their constitutional rights and 
liberties. The Supreme Court periodically adopts interpre­
tations of current legislation by courts. Recent decisions 
interpreted provisions of the Constitution involving the 
rights of individu.1ls .rnd treaties, conventions, and intern.1-
tional agreements. 

The criminal code was amended in 2001 to provide for 
more sev1:n: punishment of human trafficking, a crime that 
has in recent years been on the rise in Moldova. Until re­
cently, such criminal activity was only punished as forgery. 
Under the amendments, the penalty for trafficking is 5 to 
25 years in prison. It i~ believed that most of the approxi­
mately 700,000 Moldovan citizens employed abroad are 
women. A great number of them, with an average age of 
less than 30, practice prostitution in Western European and 
Balkan countries and arc trafficking victims. 

The Constitutional Court also stated recently that the 
rights and obligations of individuals arc the same regardless 
of property ownership and that all arc equal under the law. 
The court made this ruling while examining a petition by a 
group of parliamentarians challenging the constitutionality 
of criminal code provisions on abuse of power in the state 
and private sectors. 

Moldovan legislation guarantees human rights for all 
citizens, but enforcement of the law is still a problem. In a 
report submitted to Parliament in June 2001, the Center 
for Human Rights in Chisinau said that most violations in­
volve p1ivatc property, social security, labor issues, access to 
information and, in some cases, access to justice. Despite its 
limited budget and resources, the Center has examined more 
than 8,000 complaints and opened three regional offices. 
They arc in the Balti judet in the north as well as in the 
Caimi judct and the Gagauz-Yeri administrative unit, both 
in the south. 

Violations of human rights in Transnistria continue to 
be a major problem. The judicial system of the unrecog­
nized republic operates outside of Moldovan jurisprudence. 
The Strasbourg-based European Court for Human Rights 
(ECHR) highlighted this problem when it examined the 
case ofllie Ilascu. In this case, a court in Tiraspol sentenced 
four members of the Popular Front on charges of murder 
during the 1992 conflict. In May 2001, Ilic Ilascu, who has 
been elected twice to the Moldovan Parliament, was re­
leased following international pressure. President Voronin 
stated that the release came as the result of an order from 
the Kremlin received by Tiraspol's leaders. In return for his 
release, Ilascu allegedly agreed to withdraw his petition from 
the ECHR, which had accused Russia of human rights vio­
lations in Transnistria in 1991and1992. Ilascu, however, 
did not withdraw his petition. In September 2001, Illascu, 
along with 30 European parliamentarians, filed a motion 
urging the Parliamentary Assembly of the Council of Eu­
rope to draft a resolution calling for the release from 
Transnistrian jails of the other three members of the so-

called "llascu group": Andrd lvantoc, Tudor Petrov-Popa, 
and Alexandru Lesco. 

The separatist regime also restricts freedoms of speech 
and assembly and has politicized the educational system. 
The Tiraspol administration prohibits schools from using 
the Romanian langu;1gc as a medium of instruction and from 
writing in Latin script. It has mandated that schools use the 
Russian alphabet, Soviet-style curriculums, and books re­
maining from the Soviet era or brought in recently from 
Moscow. 

The ECHR recently ruled against Moldova in a case 
that was nominally about religion but that had clear politi­
cal undertones. It involved the refusal of the Moldovan 
government to register the Basarabian Metropolitan Church 
(BMC). The BMC is a Christian Orthodox congregation 
under the leadership of the Romanian Orthodox Church in 
Bucharest. The government justified its policy on the 
grounds that Moldova already had one Christian Orthodox 
entity, the Moldovan Metropolitan Church, which is under 
the aegis of the Russian Orthodox Church in Moscow. The 
ECHR took the case after the Moldovan Supreme Court 
rejected the BMC's appeal. 

In October 2001, the court ruled that the government 
had violated two articles of the European Convention on 
Human Rights-Article 9 on freedom of religion and Ar­
ticle 13 on the right to an effective remedy-and ordered 
the Moldovan government to register the BMC. The Church 
received 27,025 euros ( $24,007) for pecuniary and non pe­
cuniary damages and for legal expenses. Risking condem­
nation by Western European countries, Premkr Tarlev has 
refused to comply with the verdict. According to the 
Moldovan Helsinki Committee for Human Rights, the BMC 
has about one million members and administers 18 to 20 
percent of Moldovan churches. 

Corruption 
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Corruption remains common among state officials, officers 
in law enforcement agencies, and other public sector em­
ployees. A March 2001 report by the Center for Strategic 
Research and the local affiliate ofTransparency International 
found that two-thirds of Moldovans are prepared to use 
"unofficial ways" to get what they want when they go to 
public offices. The report, "Corruption and Quality of 
Governance," also indicated that 63 percent of poll respon­
dents explicitly said they would pay bribes in order to get 
what they needed from public officials. Corruption is be­
lieved to be worst in customs, revenue services, public 
schools, and health care, but graft is a problem in almost 
every part of the public sector. 

The report also noted that individuals often pay fees to 
have criminal cases closed or files disappear. Many believe 



that those who arc convicted of violating the hlw c.m pay 
illicit "taxes" to reduce their punishments. For example, 
$1,000 might pun:h.1se a one-year reduction in a jail sen -
tcnce. Transparency Internacional believes that this expl.lins 
why 98 percent of prisoners arc from rural areas, which are 
poorer than the citie'i. The most prominent case in this re­
gard involved the arrest of A. Toderasco, the chief judge of 
the Soroca J udet court. He was caught taking a 1000 lei 
bribe (around $78) to free a petty thief without a trial. Simi­
larly, the head of the Bal ti municipality was caught taking a 
$5,500 bribe from a local businessman who wanted to fa­
cilitate a transaction . A report fonded by the World Bank, 
the United Nations Development Program, and the U.S. 
Embassy in Chisinau ~tated that Moldova is the second most 
corrupt country among former Soviet republics, after 
Azerbaijan. 

At times, low-level oftkials make public their findings 
about corruption, but this happens mostly for politically 
motivated reasons. Perhaps the most notorious such case 
involved General Nicolae Alexei, the former head of the 
Anticorruption and Fight Against Organized Crime Depart­
ment (ACFOCD) and now a member of Parliament repre­
senting the Christian Democratic Popular Party. He filed a 
lawsuit challenging the legality of the government's deci­
sion to end an ACFOCD investigation into allegations of 
smuggling involving senior officials. The district court de­
cided in favor of Alexei and the Chisinau Court confirmed 
the decision. The Supreme Court of Justice is currently 
hearing an appeal from the Prosecutor General. Meanwhile, 
Parliament has waived Alexei's parliamentary immunity. 
Mihai Plamadeala, a former Minister oflnterior and now a 
member of Parliament from the Braghis Alliance, said that 
as a result of the decision to remove Alexei's immunity law 
enforcement officers would see no reason to fight corrup­
tion and organized crime. Plamadeala also said that crimi­
nal groups and state institutions arc so linked that it is 
impossible to reveal a crime without "bothering" someone 
in the highest political echelon. 

The underground criminal world carries out some tra­
ditional public sector activities. For example, creditors seek­
ing repayment of debts usually do not go to the police or 
courts, since they would have little chance of getting their 
money. Instead, they ask one of Moldova's criminal groups 
to do it in return for 50 percent of the amount of the 
debt. According to a report by Transparency lnternational­
Moldova, there arc some 300 criminal groups in Moldova, 
most of which belong to one of 35 criminal clans. One 
such group has a network of more than 1,200 members in 
almost every village and town. Law enforcement institu­
tions have had little success in trying to fight organized 
crime. However, one notable success came when in Octo­
ber 2001 the ACFOCD arrested five individuals in 
Chisinau . Four of the detainees arc from the Caucuses and 
were leaders of criminal communities in Odessa, Ukraine, 
Georgia, and the Stavropol and Krasnodar regions of Rus­
sia. The fifth person is a Moldovan. According to law 
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enforcement officials, they had met to discuss the "distri­
bution of influence 7,ones." 

The problem of corruption in Moldova has much to 
do with the smuggling of goods and arms through 
Transnistria. The enclave is used for smuggling not only by 
separatists but also by criminals from Ukraine, Russia, and 
other parts of Moldova. This is one reason why no settle­
ment to the armed conflict has been reached. The Commu­
nist leadership deserves much credit for trying to address 
customs fraud in Transnistria. By withdrawing old customs 
stamps in September 2001 that were given to Tiraspol in 
1998, the Tarlev government has done more in this area 
than any of its predecessors. Tiraspol, however, continues 
to use the old, invalid stamps, seals, and forms, and is rout­
ing the territory's trade via Ukraine. 

These actions are possible due to the support of the 
Ukrainian government. In late August of 2001, Voronin 
met in Ukraine with Ukrainian President Leonid Kuchma 
and requested the creation ofl2 joint Ukrainian-Moldovan 
customs stations on the Ukrainian side of the border in the 
Transnistria region. Voronin interpreted Kuchma's response 
as positive. On September 1, Moldovan customs employees 
moved to the designated locations. The same day, however, 
Kiev expelled the Moldovan employees from the Ukrainian 
territory. Since then, Moldovan Prime Minister Vasile Tarlev 
and Deputy Prime Minister Dumitru Todoroglo have 
headed delegations to Kiev pleading for the creation of joint 
customs posts. Both delegations returned home empty­
handed. 

On November 9, Kuchma and Voronin met in the 
Ukrainian city ofVynnitsya to discuss the problem. Kuchma 
categorically refused to cooperate. Ukraine says that 
Transnistria has the right to conduct its own foreign trade 
under agreements between Chisinau and Tiraspol signed in 
1996 and 1997 that were mediated by Russia and Ukraine. 
The 1996 accord authorizes Transnistria to use Moldovan 
stamps, seals, and forms, provided that Transnistrian firms 
using these documents register with the government in 
Chisinau and pay dues. Transnistria, however, has used the 
Moldovan documents without requiring its firms to regis­
ter or pay dues. Having mediated the accords, Ukraine now 
appears to support this contrary system. 

The 1997 understanding is part of the so-called 
Primakov Memorandum, an informal agreement that car­
ries no legal force and has never been ratified. If imple­
mented, the Primakov Memorandum would create a 
"common state" of Moldova and Transnistria. However, at 
the start of his presidency, Voronin abandoned the docu­
ment. The same is true for the 1996 document. Kiev, how­
ever, is now siding with Tiraspol and implicitly with Moscow 
in arguing that these documents must be adhered to, ex­
cept for the customs provisions. 

The smuggling situation in Transnistria attracted the 
attention of Interpol when an al-Qaeda cell was tracked 
down in Bosnia in October 2001 after the September ter­
rorist attacks on the United States. Interpol investigated 
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the trafficking of nuclear and strategic materials that went 
to Bosnia through Romania and via Transnistria. 

Moldm·J's recent admission to the World Trade Orga­
nization may lead to greater transparency and liberaliza­
tion, as the government is forced to adhere to the trade 
body's rules and regulations. At the same time, the Tarlev 
Government has promised more inter\'ention in the 
economy, some of which may run counter to the 
gm·ernment'<; international commitments. 

Transparency lnternational's 2001 Corruption Percep­
tions Index ranks Moldova as the 63"1 mo1>t corrupt coun­
try out of 91 surveyed. It received 3. I points on a 10-point 
scale, where 0 is the most corrupt. Moldova improved from 
74th in 2000, with 2.6 points, and 75'11 in 1999. Transpar­
ency International i.aid that Moldova is the least corrupt 
among countries of the Commonwealth of Independent 
States, with Azerbaijan ranking 84'11 , Ukraine, 83'J, and 
Russia, 81". The organization opened its office in Moldova 
in September 2000. 

A poll on corruption released by the Viitorul Founda­
tion in November 2001 shows that 49.8 percent of respon­
dents believe that corruption is widespread in daily life. In 
addition, 29.2 percent ofrespondents say they are routinely 
forced to bribe public officers in order to obtain results, 
33.8 percent say they sometimes must pay bribes, and 15.9 
say they must bribe officials only in cases where the bureau­
cracy is particularly rigid and inefficient. Only 20.7 percent 
of respondents said they never offered bribes. 

ECONOMIC LIBERALIZATION 
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The state of the Moldovan economy has considerable 
influence over political affairs. During the 2001 parlia­
mentary elections, for example, all parties hotly debated 
the country's economic difficulties. The opposition 
closely watches the government's economic performance 
and singles out failures for criticism. About 80 percent 
of Moldovans live on less than one U.S. dollar per day, 

and this staggering level of poverty was one of the ma­
jor factors behind the Communists' vii.:tory in the Feb­
ruary parliamentaq• elections. The MCP's main pledges 
during the election campaign were to increa~e salaries 
and pensions and reduce the price of bread. The elec­
torate was less receptive to the Communists' competi­
tors, who had more sophisticated messages regarding 
market reforms that would improve the standard of liv­
ing over time. 

The country lacks mineral resources and depends 
heavily on agriculture. It relics on imported energy, mainly 
from Russia, and has a history of payment arrears to its 
major supplier, Russia's Gasprom. Transnistria has 45 per­
cent of Moldova's industrial potential, but ~ince the gov­
ernment does not control it, Chisinau is unable to collect 
dutie~ on goods manufactured in the territory. Moreover, 
the Moldovan underground economy is believed to 

amount to about 50 percent of grms domeHic product. 
The country's foreign debt stands at $1.911 billion, 

or 154 percent of gross domestic product. Moldova must 
pay about $180 million in 2002 to service the foreign 
debt or else reschedule a portion of the debt. In addi­
tion, two international rating agencies, Fitch IBCA and 
Moody's, lowered Moldova's credit ratings in 2001. In 
June, Fitch IBCA downgraded its ratings for Moldova's 
long- and short-term foreign currency outlook from B­
to CC and from B- to CCC, respectively. In July, Moody's 
downgraded the rating of Moldova's Eurobond issue to 
Caal, its bond rating to Caal, and its bank deposit rat­
ing to Caa2. 

In its first decade of independence, Moldova's GDP 
fell dramatically by 60 percent. Moldova registered eco­
nomic growth of under 4.5 percent in 2001 compared to 
an initial forecast of 5 percent. This growth allowed the 
government to maintain relative economic stability. The 
agricultural sector registered growth of 1.9 percent while 
industrial production increased by 14 percent. An unfa­
vorable indicator for the national economy is the fact that 
only 33 percent of businesses reported profits, amounting 
to 1.4 billion lei ( $107 million), while 48 percent reported 
losses, which amounted to 1.6 billion lei ($123 million). 

Inflation in 2001 was estimated at 4.3 percent. Prices 
for food rose by 3 percent, manufactured goods by 7.4 
percent, and services by 4.3 percent. Foreign trade in 
2001 came to more than $1.45 billion, up by 16 percent 
from the previous year. Exports increased by 24 percent 
and imports by 12 percent. In addition, although the 
national currency, the lctt ("lei" in singular form) is rela­
tively stable, the exchange rate fluctuated during 2001 
between 12_93 and 13_09 lei to the dollar. The average 
salary rose by 29 percent to 491 lei ($37.8), while real 
earnings rose by 17 percent. Public employees earn 
slightly less on average, around 440 lei per month. Sal­
ary arrears increased sharply from 2000_ 

The new Communist government has paid particu­
lar attention to social problems and has increased pen-



sions for 444,700 people. As a result, the .tverage monthly 
pension rose from 75 to 91.76 lci ($7) . Members of Par· 
liJment and the government, as well as judges, prosecu· 
tors, and ordinary public servants, continue to benctit 
from special retirement conditions. They receive pensions 
that are up to 15 times higher than those of orditlJry 
citizens. Budget allocations for social needs ha\ e grown 
by I 0 percent and salaries paid to public employees by 
41 percent. 

The pri\'atization process slowed signiticantly in 200 I . 
The government collected 23 million lei ($1.8 million) 
in prh·ati.:ation proceeds, compared to the 300 million 
lei ( $23.4 million) forecast in the state budget. Wine and 
tobacco compJnies, the l>tate telecommunication mo· 
nopoly MoldTclecom, and the energy distribution net­
work in northern Moldova are among assets that the 
government has committed itself to selling off in memo­
randums with the World Bank and the International 
MonetJry Fund. The government has selected the Aus­
trian bank RaiftCiscnbank to be an advisor in the organi­
zation of the privatization tender for MoldTelecom. The 
rest of the companies will be privatized through foreign 
investment deals instead of international auctions as pre­
viously envisioned . In November 2001, Moldovan and 
Russian officials reached a deal in which Chisinau will 
use the assets of 19 tobacco-fermentation firms, the larg­
est cigarette plant, and wineries and brandy distilleries to 
cover debts for imported gas. 

The Communist-dominated Parliament reduced in­
come taxes for businesses from 28 to 25 percent. It is 
likely that in 2002 the government will consider reform­
ing the tax system. The business community complains 
that current tax policy docs not stimulate economic de­
velopment. Moreover, it is widely believed that high taxes 
are the main reason the government collects relatively 
little tJX revenue and the underground economy is strong. 

Although Moldova has joined the WTO, its trade leg· 
islation still must be adapted to meet international regu­
lations. At present, an importer has to present 11 
documents at a Moldovan border crossing . In 1998, the 
Moldovan government enacted a strict resolution aimed 
at controlling customs costs of some imported goods. 
This supplement to the customs regulations specifies the 
indicative prices for a variety of imported goods. If the 
price of a commodity claimed by the importer is below 
the listed figure, the importer has to provide additional 
information to prove the price claimed. The customs tar­
iffs for imported goods arc applied according to the Cus­
toms Tariff Law and 2001 Budget Law. 

Besides tariffs, all imports are assessed a value-added 
tax (VAT), as well as an excise tax. Importers also must 
pay a 0.25 percent tax for customs. Customs tariffa are 
not applied to goods produced in and imported from Ro­
mania and members of the Commonwealth of Indepen­
dent States that have ratified free trade agreements. The 
VAT generally applies to all goods and services sold in 
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MoldovJ, although it is not collected in the breakaway 
region of Transnistria. Although the Tax Code and th<: 
200 l Budget Law stipulate a number of exceptions, the 
general VAT rate i~ 20 percent of an item's sale value. 
For imported goods, the VAT is generally payable at the 
border before the goods enter the country. 

The banking system wa~ created in the early 1990s . 
The National Bank of Moldova, the central bank, super­
vises commercial banks and is independent of the gov­
ernment . The laws on the banking system correspond to 
international standards. There arc currently 20 commer­
cial banks in Moldova. The largest are Agroindbank, 
Petrol B.mk, Banca de Economii, Moldindconbank, Banca 
Sociala, and Victoriabank. The state holds a majority of 
shares in only one bank, Banca de Economii. It is ex· 
pected that the government will accede to IMF and World 
Bank pressure .111d sell these shares through an open 
privatization tender. The international financial institu ­
tions view Moldova's financial and exchange rate poli· 
cie~, which arc carried out by the National Bank, to be 
among the few bright spots in the country's macroeco­
nomic performance. 

The legal system protects and facilitates the acquisi­
tion and disposition of property. Moldova has adopted 
laws on property and on mortgages, but the system for 
recording property titles and mortgages is still under de­
velopment. Moldova has acceded to key international 
agreements on intellectual property rights and industrial 
property protection, including the 1967 International 
Convention on Intellectual Property; the Bern Conven­
tion on the Protection of Literary and Artistic Property; 
the Rome Convention on the Protection of the Rights of 
Entrepreneurs, Producers of Phonograms, and other Dis­
tributing Organizations; and the WIPO Treaty on Copy· 
rights. The country has also adopted local laws and 
governmental decrees to protect intellectual property, 
patents, copyrights, trademarks, and trade secrets. 

Although many basic policies arc in place, there is little 
active enforcement of laws on the protection of private 
property and the freedom to engage in entrepreneurial 
activity. An exception is the recent decision of the 
Moldovan Supreme Court ofJustice in a dispute between 
the government and the Oil Importers and Transporters 
Union. The Court approved an October decision of the 
Appeals Court to suspend the government's decision to 
ban the transportation of oil imports by truck. The 
government's move meant that oil imports could be trans­
ported by rail only. The Court found the government's 
decision to violate legislation that guarantees free compe­
tition in business. 

Moldova's primary export market remains Russia and 
other CIS countries. Major exports include food prod­
ucts, wine, and tobacco, which together account for 60 
percent of total exports. In the first 11 months of2001, 
the country's export revenues came to $524.8 million. 
According to the country's export strategy for the next 
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four ye•trs, Moldova will focus on increasing exports to 

Russia, Ukraine, Belarus, Romania, Germany, Italy, and 
Great Britain. The government intends to develop the 
agro-industrial, engineering, light industry, and services 
sectors, especially in areas involving advanced technolo­
gies that could boost e>..ports. 

The authorities arc working to create a positive envi­
ronment for private investment, but much remains to be 
done. The European Bank for Reconstruction and De­
velopment, which is one of the largest investors with 200 
million euros (approximately $178 million) in 23 projects, 
said in September that "the investment climate in Moldova 
is unfavorable .md needs improvement." 

In order to attract foreign private investment, the coun­
try needs to develop a modern infrastructure and active 
markets for urban land and real estate. Cumulative direct 
investment reached only $420 million in 2001, approxi­
mately the amount Estonia typically attracts each year. 
Observers say that some potential investors may be turned 
off by the Communist government's uncertain commit­
ment to reform. The largest shares of investment have 
come from Russia, Spain, the United States, Germany, 
France, and Great Britain. 

The government' s program on privatization in the 
energy sector is aimed at ensuring a reliable and com­
petitive energy supply. The government sold three elec­
tricity distribution companies to the Spanish firm Union 
Fenosa and is currently preparing to sell the remaining 
two electricity distribution companies and other power 
generation assets. Although not official policy, it is widely 
known that for strategic sectors of the economy such as 
energy the government prcters to have experienced for­
eign investors instead oflocal investors. 

The Washington-based Heritage Foundation and the 
Wall St1·cct ]ottmal placed Moldova 1051

" out of 155 
countries in their 2002 Index of Economic Freedom, 
which was released in November 200 l. Although 
Moldova falls into the category of"Mostly Unfree," it is 
rated higher than other countries in the region such as 
Romania, Russia, and Ukraine. 

Under its work program for 2001 through 2005, called 
"Economic Recovery-The Country's Recovery," the gov­
ernment will continue reforms while emphasizing social 
needs. Moldova plans to reform the public pension system 
and gradually raise the retirement age to 65 for men and 
60 for women. The legal framework for private pension 
funds is also being developed. In education, the govern­
ment intends to complement the introduction of a mod­
ern, unified curriculum with a program to reform the 
structure and management of public education . The au­
thorities are initiating a restructuring of the public health 
care system, which will involve consolidating existing fa­
cilities, introducing an official fee -for-service scheme, and 
partially privatizing health services. The government ac­
knowledges that the social assistance system is in need of 
fundamental reform. The United Nations Development 

Program's latest annual report ranked Moldova 98'" out 
of 162 countries in human development. 

The World Bank granted $17 .3 million to the 
Moldovan Health Investment Fund (FIS) for reconstruc­
tion and outfitting of health units across the country. FIS 
will spend a total of $20 million from the World Bank to 
complete the project, which also includes the purchase 
of .1111bulances and the training of family doctors and 
medical assistants. In November 2001, the village Cosnita 
in Chisinau County opened the fir~t health center restruc· 
tured under the World Bank-funded Health System Re­
form project. The Health Ministry had reopened 217 
public pharmacies by the end of 200 l. The Health Min­
istry also announced plans to rebuild the state-owned net­
work of pharmacies and instructed county health 
authorities to open drugstores in villages that have hos­
pitals lacking pharmaceutical offices. According to gov­
ernment statistics, the domestic pharmaceutical industry 
covers only 5 percent of the country's needs, forcing the 
rest to be imported. 

Moldovan authorities make efforts to ensure that edu­
cation from the first through ninth grades, which is com­
pulsory, is free of charge. The ministry intends to open 
more night and vocational schools for youths who arc 
unable to attend regular schools. Education officials say 
that at least 36 kindergartens have been closed over the 
last six years because of a lack of funds. Statistics show 
that only a quarter of children under the age of five at­
tend kindergarten, and only half of 6-year-olds go to kin­
de rga rtc n. The UNICEF office in Moldova has 
implemented a general education project that is aimed at 
developing and implementing a new early childhood edu­
cation model for nursery and kindergarten-age children 
and at improving teacher and parent training. The inten­
tion is to see this new model integrated into Moldova's 
National Reform Program. 

In a 2001 public opinion poll by the Center for So­
ciological, Politological, and Psychological Analysis and 
Research, respondents expressed disappointment with the 
government's performance regarding living standards (88 
percent disappointed), wages ( 88 percent), and health 
care (86 percent). Moreover, 77 percent of respondents 
said they were not happy with their way of life. Most 
respondents are unhappy with the medical care they re­
ceive (89 percent), the money they have ( 88 percent), 
and the cleanliness of the community in which they live 
(73 percent) . 

Conditions for a restoration of international lending 
by international agencies include the privatization of the 
telephone operator MoldTelecom and of the wine and 
energy sectors. The agencies are also calling for land re­
form and the adoption of a bankruptcy law. IMF fu nds 
worth $12 million could be dispersed if the changes are 
implemented. A World Bank decision on a third Struc­
tural Adjustment Credit, worth $30 million to $40 mil­
lion, is to be taken at the beginning of 2002. 



In a public address on November 5, President 
Vladimir Voronin promised that the government would 
fulfill all of the IMf and World Bank conditions. On No­
vember 8, however, Parliament unanimously adopted a 36 
percent increase in pensions beginning on December J, a 
move that will cost the state more than 290 million lei 
($22 million) per year. That same day, the legislature also 
approved amendments to the law on privatization, allow­
ing the state to seize privatized firms that have become 
bankrupt or that owe debts to creditors worth more than 
half of their assets. The state can also seize firms in which 
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investors do not fulfill the commitments stipulated in their 
privatization contracts. The privatization amendments are 
likely to complicate relations with foreign donors. Although 
foreign currency reserves are large enough, there is great 
risk that Moldova could default on its foreign debt in 2002. 

Vlad Spa1111 is a former MoldoJ>an diplomat and the 
f01mder of the MoldoJ>an Instittttc for Dcl'clopmcnt and 
Social InitiatiPcs, a sttcccsso1· to the Viitorttl (Futttrc) Fotm­
dation. His last diplomatic assignment was as the minister· 
cotmse/01· at the MoldoJ1an Embassy in Was/Jington, DC. 
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GNI per capita at PPP $ (2000): 9,000 

Capital: Warsaw 

Ethnic Groups: Polish (98 percent), German (1 percent), 

Ukrainian and Byelorussian (1 percent) 

Size of private sector as% of GDP (mid-2001): 75 

Czech Rep. 

The scores and ratings for this country reflect the consensus 
of Freedom House, its academic advisors, and the author of 
this report. T he opinions expressed in this report are those 
of the author. Slovakia Ukraine 

Austria * '-iratisltNa 
Vienna • H ungary' 'f' ..V..V and 1'1' indicate score changes of .25 or more . ..V and 1' 

indicate changes of less than .25. 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 1.50 1' 1.45 1' 1.44 1.44 ..v 1.50 

Rule of Law na na 1.88 1.88 1.88 

Economic Liberalization 2.00 1' 1.92 1'1' 1.67 1.67 ..v..v 1.92 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 3,084.8 3,482.7 3,511 .2 4,066.1 3,987.2 4,108.3 4,653.5 

Real GDP growth(% change) 7.0 6.0 6.8 4.8 4.1 4.0 2.0 

Inflation rate 27.8 19.9 14.9 11.8 7.3 10.1 5.6 

Exports ( $ millions) 22,878.0 24,453.0 27,229.0 30,122.0 26,347.0 28,277.0 31,500.0 

Imports($ millions) 24,790.0 32,632.0 38,549.0 43,842.0 40,727.0 41,422.0 44,000.0 

Foreign Direct Investment($ millions) 1,134.0 2,741.0 3,041.0 4,966.0 6,348.0 9,299.0 7,000.0 

Unemployment rate 14.9 13.2 8.6 10.4 13.0 15.1 17.3 

Life Expectancy (years) 71.9 72.2 72.6 73.0 73.0 73.3 73.0 



INTRODUCTION 

Since the end of Communist rule, Poland has trans · 
formed itself into a stable democracy with a multi ­
party political system and free and fair elections. Since 

I 999, it has met many of the requirements for European 
Union (EU) membership. These requirements include: 
democratic politics, the rule of law, respect for human 
rights, and protection of minority rights . In 2001, Pol.ind 
worked to fulfill its remaining obligations for accession 
and ensure that it joins the .EU as soon as possible . 

Pol.ind has made one of the most successful transi­
tions in Eai.tern Europe to a free market economy. It has 
brought inflation down to single digits and completed 
rapid and extensive privatiz.1tion programs. However, the 
public's aspirations at times seemed to grow faster than 
the government's ability to satisty them. Poles also re­
sponded negatively to four major reforms introduced by 
the post-Solidarity government of Prime Minister Jerzy 
Buzek, whose term ended in September 2001. These re­
forms were motivated by a desire to meet EU require­
ments. The government's reforms of the health sector 
received the most public criticism. Prime Minister Buzek's 
government paid a high price for unpopular reforms and 
a serious crisis in public spending that came to light in 
August 2001. His political movement, which won the 
1997 elections, failed to win a single scat in the October 
2001 parliamentary elections. 

The new prime minister, Leszek Miller, inherited a 
large budget deficit and high unemployment. Taking of­
fice on October 19, 2001, Miller announced that during 
his first 100 days he would stabilize public spending by 
reducing the 2002 budget to less than 183 billion Polish 
zloty (PLN), or $45.3 billion, and the budget deficit to 

less than 40 billion PLN ($9.9 billion). He also said he 
would reduce administrative costs and increase efficiency 
by cutting red tape, limiting the number of ministries, 
and freezing wages in the central administration. 

Cutting spending, however, resulted in increased un­
employment. Moreover, the prime minister still must 
overcome the skepticism towards the EU of his coalition 
partner, the Peasant Party (PSL). In 2001, the only real 
source of optimism for many Poles seemed to come from 
two significant sporting successes: the rise to fame of ski 
jumper Adam Malysz and the Polish national soccer 
team's qualifying for the 2002 World Cup. 
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DEMOCRATIZATION 

1997 
1 50 

Political Process 
1998 1999-2000 2001 
1 25 1.25 1.25 

2002 
1.25 

Poland is a parliamentary-presidential democracy with a 
multiparty political system and free and fair elections. Par­
liament consists of a 100-seat Senate and .i 460-member 
Sejm (lower chamber of Parliament). ln March 2001, Par­
liament introduced a number of significant changes in the 
electoral law. All 460 members of the Sejm are now elected 
by proportional representation in multiseat constituencies. 
The system of counting votes was also changed to favor 
small- and medium-size political parties over larger ones. 
In addition, political parties will be financed entirely by tax­
payers. They will be subsidized from the national budget in 
accordance with the number of votes they receive. Political 
parties will no longer be allowed to engage in any fundraising 
activities or pursue business activities, such as deriving fi­
nancial gains from leasing property. 

The parliamentary elections held on September 23, 
200 l, resulted in a landslide victory for a coalition made up 
of the former Communist Party (SLD) and the social demo­
cratic Union of Labor (UP). They won a combined total of 
41.04 percent of the vote, beating the newly formed cen­
ter-right Civic Platform (PO), which received 12.68 per­
cent; Samoobrona (Self Defense Party), 10.20 percent; the 
right-wing Law and Justice Party (PiS), 9.5 percent; PSL, 
8 .98 percent, and the anti-EU League of Polish Families 
(LPR), 7.87 percent. The German-based Opole Silesia (MN) 
won two scats. 

Two political movements failed to clear the thresholds 
to win seats, set at eight percent for coalitions and five per­
cent for political parties. These were the two constituents 
of the outgoing government, the Solidarity Electoral Ac­
tion (AWS) coalition of moderate and center-right forces, 
which won 5.6 percent of the vote, and the promarket Free­
dom Union (UW), which took 3.1 percent. Although this 
failure of a ruling coalition to win seats in Parliament marked 
a first for Poland's young democracy, many politicians had 
in fact left the ranks of the ruling parties before the elec­
tions. They regrouped and formed the PO and PiS parties . 

ln the Senate, the SLD- UP captured 75 seats; Bloc 
Senate 2001 (a coalition of former Solidarity activists) 15; 
PSL, 4; Samoobrona, 2; and independents, 2. The turnout 
was a low 46.29 percent. 

The elections left the SLD-UP short of an absolute 
majority in part because of the changes in the electoral law 
that they themselves had promoted. As in 1993, the two 
parties formed a majority coalition government with the 
PSL. Lcszek Miller, the leader of the SLD, became prime 
minister. During the Communist era, Miller had been a 
member of the Political Bureau of the Communist Party, 
where he was considered a hardliner. In the government 
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that held office between 1993 and J 997, he had been the 
minister of intern.11 affairs and ;ldministration. Many credit 
Miller for the SLD's transfrmnatinn into a We1>1ern Euro­
pean-style socml democratic party. 

Poland's most recent presidential election took place on 
October 8, 2000. Pre-election polls showed that incumbent 
President Alek!..mder Kwasniewski enjoyed the support of 
60 to 70 percent of the public. Therefore, his strongest com­
petitors, Mari.111 Krzakkwski and Andrzej Olcchowski, aimed 
simply to get enough votes to advance to a potential second 
round in which there would be only two candidates. A sec­
ond round is m;mdatory when no candidate receive~ more 
than 50 percent of the vote in the first round. 

The most dramatic moments in the campaign came at 
the beginning .md the end. In July and August, a special 
court had to determine the veracity of Kwasniewski's and 
Lech Walesa's declarations that they had not cooperated 
with the former Communist secret service. The Rzecznik 
lnteresu Publicznego (Public Interest Commissioner) chal­
lenged their declarations. At the end of the trials in the Dis­
trict Court in Warsaw, the court announced that both 
Kwasniewski's and Walesa's declarations were indeed accu­
rate. Towards the end of the election campaign, the cam­
paign headquarters of AWS candidate Marian Krzaklewski 
released to the public a film in which the current president 
and one of his ministers, not realizing they were on camera, 
mimicked gestures of the Pope. Many people found the 
president's behavior offensive. 

On October 10, 2000, the State Electoral Council an­
nounced that President Kwasniewski had won the election in 
the first round with 53.9 percent of the vote. Since he re­
ceived a majolity of the vote, there was no need to hold a 
second round. Andrzej Olechowski, the self-styled citizens' 
candidate, came in second with 17.3 percent of the vote. 
Krzaklewski received 15.37 percent, while PSL leader Jaroslaw 
Kalinowski received 5.95 percent. Former president and Soli­
darity cofounder Lech Walesa received only 1.01 percent of 
the vote. Voter turnout was 61.12 percent. This will be 
Kwasniewski's second and therefore last term in office under 
the Constitution's provision for term limits. 

The Communist Party's monopoly on power ended in 
1989, when roundtable negotiations between the non-Com­
munist opposition and the military regime resulted in the 
legalization of Solidarity and other political reforms. The so­
callcd Little Constitution of 1992 and the 1997 Constitu­
tion, which w.is ratified by referendum, enshrined political 
pluralism. Most major parties arc acth·c at all levels of gov­
ernment. Article 13 of the Constitution bans parties that arc 
"sympathetic to the totalitarian methods of nazism, fuscism, 
and communism." According to the Civil and Register De­
partment of the District Court, as of November 2001 Po-
1:111d had around 130 registered political parties. This 
approximate figure reflects the fact that some parties arc in 
the process of completing their registrations. 

Party identification and membership are low in Poland. 
Only about one percent of respondents to an October 2001 

poll acknowledged being members of political p.irties or as­
sociations. Voter turnouts for loc.11 and regional elections in 
October 1998 exceeded 45 pem:nt in lfmillns (townships) 
and 1•11i1111ds/Jips (provinces) and 47 percent in poPiats ( coun­
ties). This was higher than the 34 percent turnout tor local 
elections in 1994. Nearly 16 percent of elected representa­
tives ;ln: women. 

1997 
1.25 

1998 
1.25 

Civil Society 
1999-2000 

1.25 
2001 
1.25 

2002 
1.25 

Poland has approximately 30,000 active NGOs, though 
many arc small and under funded. NGOs include profes­
sional, youth, sports, political, ecological, religious, 
women's, and democracy-building groups. Poland also has 
public policy think tanks, educational and academic associa­
tions, and charitable and cultural organizations. 

Although corporate philanthropy is in its infancy, several 
NGOs work with the newly emerging private sector to ad­
dress pressing social and environmental issues. Voluntary 
charities, many of which arc associated with the Catholic 
Church, arc active in helping the poor and elderly. In several 
large cities, there are active Voluntary Centers that organize 
training for NGOs and people who want to participate in 
voluntary activities. The Warsaw-based Academy for the De­
velopment of Philanthropy (ARF) aims to encourage philan­
thropy at the local level in order to support community 
foundations throughout Poland. Through the ARF's initia­
tives, 12 well-functioning foundations have been established 
du1ing the past three years. 

According to a survey conducted in October 2001 by a 
leading Polish market research company, SMG/KRC, only 
10 percent of adults said they had participated in voluntary 
work in the past year; 37 percent said they had donated money 
( $25 or less in 60 percent of cases) or goods. Some 15 per­
cent said they belonged to voluntary institutions. If given a 
choice among charities, the largest group of respondents, 20 
percent, said they would take up voluntary work in charities 
that help the poor. 

The two largest mass charity events in 2001 were a one­
day, annual countrywide event organized by Jurek Owsiak's 
Great Holiday Aid Orchestra, which collected medical equip­
ment for children's hospitals, and an aid drive for flood vic­
tims in the summer. However, survey research suggests that 
participation in philanthropic movements is rare. Poles tend 
to concentrate their efforts on private and family matters. 

According to available data, the largest women's orga­
nization of a social and vocational character, with about one 
million members, is the Rural Housekeeper's Association 
and Polish Women's League. Poland has an estimated 250 
women's NGOs; their membership figures vary. The Infor­
mation Center for Women's Organizations (OSKA), which 
is located in Warsaw, carries out various initiatives regard-



ing women's issues. The Center for Women's Rights is also 
particularly active. 

The legal and regulatory environment for NGOs is rela­
tively positive. Most NGOs arc considered to be associa­
tions or foundations and arc registered with a Warsaw court, 
with the exception of those groups that arc associated with 
the Church or whose activities arc determined by interna­
tional agreements, such as the Red Cross. However, since 
foundations can register only through one court in Wars.1w, 
there arc oti:cn long waiting periods. Beginning in January 
2001, this process will come under the jurisdiction of 
voivodship courts. 

Tax regulations concerning NGOs arc fairly liberal, and 
there arc numerous tax exemptions for charitable activities. 
Donors can deduct 10 to 15 percent of their gifts to charities 
from their tax bases. However, a recent court ruling involv­
ing the Foundation for Polish Science pointed to problems 
for NGOs in the tax code. The Foundation is one of only a 
fow NGOs that have their own capital. The Foundation has 
invested its capital and used the returns for statutory activi­
ties. The Tax Otlicc, however, has interpreted the group's 
investments (for example, buying shares) as nonstatutory and, 
therefore, taxable. U ndcr this interpretation, it follows that 
all organizations would have to place their funds in long­
term deposits that arc less profitable and, in turn, generate 
less income for statutory activities. As such, organizations 
would be unable to manage their resources most effectively. 
A higher court is currently reviewing the Foundation's case. 

The financial viability ofNGOs is also hampered by the 
lack of stability in the government's fiscal policies. This insta­
bility has manitcstcd itself in frequent changes in the tax sys­
tem and, in 1999, revisions to the regulations governing NGO 
financing by local governments. As a result of these changes, 
some local NGOs involved in providing social services have 
suffered temporary, though serious, problems in providing 
their services. In addition, tcw businesses make donations to 
NGOs. In 2001, Parliament failed to pass a much-awaited 
bill concerning publicly beneficial organizations. The new 
government promised to pass the law in 2002. 

NGOs that have received funding or technical assistance 
from Western foundations or governments or international 
organizations tend to have strong organizational capacities. 
In contrast, small NGOs arc typically weak because they rely 
on volunteers who seldom have time to participate in train­
ing sessions. Most Polish NGOs depend on Western and 
American organizations for a substantial part of th<:ir operat­
ing budgets, although they arc increasingly discovering other 
sources of revenue and becoming more self-sustaining. The 
financial situation of the third sector may deteriorate, though, 
as a result of funding constraints on international aid agen­
cies and programs such as the United Nations Development 
Program and the European Union's PHARE program. 

At the same time, the Polish-American Freedom Foun­
dation, which was launched in 2000 with money provided 
largely by the Polish-American Entrepreneurship Fund, is 
expected to sec its capital grow within a few years to $180 

POLAND• 301 

million. Likewise, a consortium of private grant-making in­
stitutions has set up the Trust frw Civil Society in Central and 
Eastern Europe to promote the development ofcivil society 
in the region. 

The 1997 Constitution (Articles 12 and 57) and other 
legislation guara1m:e worker~ the right to form independent 
trade unions. By law, 10 workers arc necessary to form a 
local union and 30 to establish a national union. Unions must 
register with the courts. The principal union tcderations arc 
the National Alliance ofTrade Unions (OPZZ) (the succes­
sor to its Communist-era namesake) and the Independent 
Self-Governing Trade Union-Solidarity (NSZZ). OftShoots 
of the mainstream Solidarity union include the Christian Trade 
Union Solidarity and Solidarity '80. There is no rcli.1blc data 
on labor union membership or on the number of full-time 
union activists. As a rule, membership figures provided by 
unions arc inflated. The NSZZ had an estimated 600,000 
dues-paying members at the end of 2001, while OPZZ 
claimed about 2.5 million members. The union that is grow­
ing most rapidly in influence i.s Samoobrona (Self Dctcnsc ), 
which represents the interests of peasants ;md is led by the 
controversial member of Parliament Andr.lcj Lepper. 

According to the Warsaw-based Public Opinion Research 
Center (CBOS), the total number of union members docs 
not exceed three million. Most union members arc skilled, 
midlcvcl managers (no actual data), or intelligentsia (9 per­
cent in Solidarity structures and 12 percent in the OPZZ). 
Only five percent arc peasants and just one percent arc sdf­
employcd. Two-fifths of the employees in state-owned en­
terprises and almost one-third of the employees paid out of 
the central budget belong to a union. Fitty-eight percent of 
the respondents to a recent survey said that employees arc 
left to themselves when it comes to protecting their rights; 
63 percent said that unions arc inefficient in representing 
their interests. 

Article 61 of the Constitution gives citizens the right to 
petition administrative agencies and public institutions. Ar­
ticle 75.1 guarantees citizens the right to lodge complaints 
with the Constitutional Court. Lobbying activities arc per­
mitted and political endorsements arc legal. Freedoms of as­
sociation and assembly include the right to hold public 
demonstrations. 

State sector managers, business groups, trade unions, 
farmer's associations, and some NGOs arc active in the policy 
making process through direct meetings with government 
officials, thus providing government agencies with focdback 
and media access. In general, though, contacts between 
NGOs and the government arc limited because NGOs still 
do not have tormal representation in government. There­
fore, they arc unable to present the government with rec­
ommendations relating to their needs and concerns before 
laws and regulation~ arc promulgated. They can only react 
to disadvantageous laws and rules ati:er the government has 
adopted them. 

The Polish educational system is free of political influ­
ence. Most schools arc state-owned. Only 1.7 percent of 
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primary students and 7 percent of secondary ~tudents study 
in private i.chool~. The situation is diffi::rcnt for tertiary edu­
cation, where almost one-third of students arc in private 
schools, which are growing rapidly in -;ize. 

1997 
1 so 

Independent Media 
1998 
1 so 

1999-2000 
1.50 

2001 
1 so 

2002 
1.50 

Article 14 of the l 997 Constinrtion safeguards freedom of the 
press and other mas!> media. The 1990 Bill of Abrogation of 
the Law on Control of Publications and Performances, the 
abolition of its control organs, and changes in the press law 
abolished censorship and loosened government control of the 
media. A 1992 media law transformed state radio and televi­
sion stations into joint-stock companies, leading to the growth 
of private commercial television and radio stations. It stipu­
lated that foreign ownership of individual broadcast compa­
nies may not exceed 33 percent. The nine-member National 
Radio and Television Broadcasting Council (KRRiTV) regu­
lates broadcasting. 

Several provisions in the penal code relate to libel and 
defamation. Article 270 states that anyone who "publicly in­
sults, ridicules, and derides the Polish Nation, the Polish Re­
public, its political system, or its principal organs is subject to 
punishment of between six months and eight years impris­
onment." Independent NGOs such as the Press Freedom 
Monitoring Center (in a report entitled "Law vs. Media") 
say this article is undemocratic. They criticize it as a throw­
back to the Communist-era penal code. That code wa~ used 
to limit freedom of speech and repress all statements critical 
of the authorities and their actions. Article 273 imposes a 
prison term of up to ten years for anyone who violates Article 
270 in print or through the mass media. The penal code also 
prohibits the use of the media to "advocate di~cord" on na­
tional, ethnic, racial, or religious lines and prohibits offend­
ing religious sentiment. 

Poland has 50 daily newspapers. Ten are national, and 
40 arc regional. Although a general decline in circulation has 
led to mergers and closures in recent years, the biggest na­
tional dailies have all strengthened their positions. These pa­
pers arc the broadsheet Gazcta Wyborcza, which has 18 
regional supplements and posted an average daily circulation 
from January to November 2001 of575,000 copies and sales 
of 457,000 rnpies; tl1e tabloid S1tpe1· &press, 440,000 and 
337 ,000; and the broadsheet Rzcczpospolita, 263,000 and 
200,000, according to the Press Distribution and Control 
Union (Zk.iDP). Each has invested heavily in printing facili ­
ties in recent years. 

The main media players in Poland are: Agora, a Polish 
media empire controlled by the founders of Gazcta Wyborcza 
that includes 14 local radio stations, printing presses, and 
extensive Internet investments; Polskapresse, a part of the 
German Verlagsgruppe Passau group and a majority share-

holder in ten regional newspapers; and Orkla Media, a Nor­
wegian organization that owns a controlling share in 
Rzeczpospolitn. 

The market for newspaper advertising has been grow 
ing fast but remains less than a quarter of the size of the 
television advertising market. Gazeta ~yb01·cza receives more 
than 50 percent of all advertising spending in daily new!>pa­
pcrs. It dominates both display and clas!>ified advertising. 
Rzcczpospolita and S11pc1· fu:press receive 19 percent and l 0 
percent, respectively. Regional papers receive the remain­
ing portion of daily spending on advertising. Polskapresse 
and Orkla Media own most of the main regional titles. Both 
companies have worked hard to make their products appeal 
to new readers, especially younger Poles, by improving for­
mats and designs and adding supplements. 

Lornl press outlets, however, are finding it increasingly 
difficult to sustain their activities. This is because the indus­
try is being consolidated into a few large international com­
panies like Polskaprcsse and Orkla Media and domestic 
national giants like Agora, meaning that the local advertising 
market is shrinking. 

On the whole, 200 l was a difficult year for both local 
and national papers. On January l, 2001, Parliament passed 
a bill imposing a seven percent value-added tax on all news­
papers except specialist titles. This caused the price of news­
papers to increase. The recession also created difficulties for 
the advertising market, and publishers started to look for ways 
to lower costs. Overall circulation figures declined by about 
seven percent. The big players also saw their profits decrease. 
Many laid off staff; Agora, for example, laid off more than 
l 00 workers. 

The story of the year, however, was the success of 
Newsweek Polska. Prior to its introduction, the Polish market 
did not seem to have enough space for a third weekly news 
and opinion magazine alongside stalwarts Polityka and Wp1·ost. 
However, the Polish edition of Newsweek now sells around 
300,000 copies each week. 

KRRiTV, the broadcast regulator, has granted 200 li­
censes for commercial radio stations and 32 licenses for tele­
vision stations, including satellite television. The three most 
popular radio stations are Krakow's private RMF FM; the 
public I Program National Station; and Warsaw's private Radio 
Zet. Oilier radio stations include the public III Program 
National Station and Catholic Radio Maryja. 

The two largest private television stations, Polsat and 
TVN, are rapidly growing in popularity. Polsat is now al­
most as popular as the state-run TVP-1. TVN's popularity 
in the regions in which it broadcasts almost equals that of 
the state-run TVP-2 . In urban areas, cable stations arc 
widely available. The growth of cable has sparked compe­
tition between three paid digital stations: Canal+, Wizja 
TV, and Pulsar. Canal+ and Wizja TV are on the verge of 
merging. 

Editorial independence remains a key issue in the Polish 
media. Although newspapers and magazines reflect the 
country's political diversity, the independent media are push-



ing for editorial autonomy from their private owners, many 
of which are foreign-based. 

KRRiTV is ostensibly independent of the government, 
but politics plays a key role in the composition of its govern­
ing council. Parliament, the senate, and the president's office 
nominate politicians for the nine membership slots on this 
body. The council, in turn, determines top public media ap­
pointments. 

The system of press distribution in Poland has not yet 
been fully privatized. The state-owned RUCH S.A. controls 
about 60 percent of the market and remains the country's 
main distributor. The second largest distributor is the private 
firm Kolporter, which controls about 25 percent of the mar­
ket. The remaining share of the market is divided among the 
private firms Jardpress, Garmond, In Media, and Rolkon. 

There are an estimated five million Internet users in Po­
land and this number is growing rapidly. Although there are 
no formal restrictions on Internet access, the high cost of 
Internet connections-among the highest in Europe-makes 
it hard for some Poles to access the Internet. The majority of 
workers use the Internet in their jobs. 

The Journalists' Association of the Polish Republic 
(SDPRP) is the largest organization of its kind in Poland. It 
has 7,623 members, one-third of whom are women. The 
second largest group, with 2,400 members, is the Polish As­
sociation of Journalists (SOP). None of the journalist asso­
ciations arc particularly active, and very few young journalists 
join them. 

The Chamber of Press Editors was established in March 
1996 as a result of an initiative by the two largest organiza­
tions of editors, the Press Editors' Union and the Polish As­
sociation of Editors. The Chamber's membership comprises 
more than 130 newspaper and magazine publishers, includ­
ing Polskapresse, Orkla, Agora S.A., H. Bauer, Axel Springer 
Polska, and Twoj Sty!. The Chamber represents the interests 
of publishers before the Polish government. 

Founded by the Polish Association of Journalists, the 
Press Freedom Monitoring Center (PFMC) aims to protect 
and promote freedom of expression as envisaged in the Eu­
ropean Convention on Human Rights and the International 
Covenant on Civil and Political Rights. It protects journal­
ists' freedom of access to information and their right to dis­
seminate information. The PFMC is currently trying to 
counter a legal strategy called "provision against complaint" 
that is used to obtain court orders against publication of 
materials that are critical of persons or groups. Often when 
large corporations learn of a publication's plans to print an 
article critical of them, they lodge complaints in court. The 
courts, frequently without even reading the material, gener­
ally rule that no articles can be printed about the particular 
firms or persons. 

A recent libel case also gives a somewhat disturbing in­
sight into the status of freedom of expression in Poland. In 
1992, a man referred to in news accounts as Michal P. gave 
an interview to the small tabloid Angora in which he slan­
dered the then deputy speaker of the Sejm, Andrzej Kern. 
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Michal P. was the lawyer in a case concerning the flight from 
home-or, as the speaker believed, kidnapping-of the speaker's 
daughter. In 1995, Kern decided to bring charges against 
the newspaper after the bar's disciplinary committee ruled 
against Michal P. for slandering Kern. In May 1998, the Lodz 
regional court ordered Angora to print an apology and pay 
some $2,200 in compensation to Kern and his family. 

Michal P. and the PFMC commenced legal action in or­
der to overturn this ruling. They believed that the newspa­
per had no right to interfere with Michal P's statements, given 
that Michal P. was a person of public standing and Kern, the 
subject of the interview, was a politician who had deliberately 
provoked public interest in his family matters. The court of 
appeal upheld the lower court ruling. The judge ruled that 
there was no reason for such slurs to be published and that 
an interview docs not free a journalist from responsibility for 
the contents of the article, especially ifthe journalist has time 
to verify the contents. Moreover, the judge said, the author 
of the Angora article should have taken extra precautions in 
such a delicate case. The lawyers have announced that they 
will appeal to the European Court of Human Rights in 
Strasbourg. 

Freedom House's Annmil Survey of Press freedom has 
rated Poland's press "Free" since 1990. 

Governance and Public Administration 
1997 1998 1999-2000 2001 2002 
1.75 1.75 1.75 1.75 2.00 

Parliament, which consists of the Senate and the Sejm (lower 
house), is the effective rule-making instin1tion in Poland. The 
1997 Constitution limited the president's veto power and 
clearly delineated the separation of powers between the presi­
dent and Parliament. In 1990, the first Solidarity-led gov­
ernment introduced a law that laid the foundation for a new 
and decentralized system of local government. When the 
gmina, or township, became the basic administrative unit, 
these new units acquired ownership of local assets and re­
sponsibility for their own budgets. Each gmina elects a coun­
cil that, in turn, appoints executive officials to run the gmina 
in accordance with a councilor's resolutions. Under the 1997 
Constitution, the gmina retained its status as "the basic unit 
oflocal government." 

On January 1, 1999, reform of the administrative sys­
tem, one of four major restructuring initiatives, went into 
effect. The reforms introduced three levels of local adminis­
tration: ( l) 64 townships and 2,489 gminas; (2) 208 poviats; 
(3) 16 voivodships. The main objective was to continue the 
self-government reforms started in 1990 by further devolv­
ing powers of the central government to self-governed local 
administrations. Gminas remain the lowest units oflocal gov­
ernment. A major reform of the health sector in January 1999 
was designed to devolve responsibility for regional hospitals 
from central authorities to the local level. Poland began a 
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second stage of transformation in 1999 aimed at administrn­
tive and social reforms, including territorial administration, 
health care, pensions, and education. An analysis of specific 
reforms reveals that the quality of their preparation and imple­
mentation has varied considerably. Poland's first stage of trans­
formation already considerably reformed the regulations and 
institutions of economic lite. 

Rdi.>rm of the health care system has received the worst 
evaluation and evoked the strongest criticism and resentment 
from the public. This is mainly because the government re­
formed only the financial side of health care. Moreover, the 
government did not sufficiently prepare or educate the pub­
lic about the reforms and their consequences. 

According to the State Commission for National Elec­
tions, 63,765 councilors were elected during local elections 
in October 1998. That number included 52,377 councilors 
in gminas, 10,290 in poviats, 855 in voivodships, and 175 
district councilors in the Warsaw gmina Ccntrum. The AWS 
and SLD took 24 percent of the seats in gminas, 58 percent 
in poviats, and 78.5 percents in voivodships. ln voivodship, 
poviat, and gmina councils, the AWS holds 40 percent, 30.5 
percent, and 13.5 percent of the seats, respectively. The SLD 
holds 38.5 percent, 27.5 percent, and nearly 11 percent, re­
spectively. 

Executive and legislative bodies at the national level op­
erate openly and transparently. Although Article 109 of the 
1997 Constitution states that "sessions of the Sejm are pub­
lic," the body can decide by a majority vote to deliberate in 
closed session. The texts oflaws and bills are published and 
made available to the media. 

The 1998 law on voivodship authorities docs not specif)1 

the extent to which voivodships are obliged to contribute to 
the national budget. Thus, despite the implementation of 
reforms, the extent of decentralization of revenue manage­
ment to local authorities is still insufficient and the financial 
means of local governments far too limited. The new poviat 
and voivodship authorities have not been given adequate 
decision-making powers as a result of their limited revenue 
management capacities. 

In general, however, the lower the level ofrcgional gov­
ernment, the better the management of resources. In War­
saw, five different levels of management coexist: 7 districts in 
the gmina Ccntrum, 11 gminas, the city, the poviat, and the 
voivodship. This structure of overlapping authorities often 
creates confosion in the decision making process and is the 
source of numerous disputes. 

The implementation of administrative reforms followed 
a seven-year national debate. The key clement of reform in­
volved tl1e amounts allocated to central and regional govern­
ments from the national budget. Currently, the proportion 
ranges from 15 percent to 85 percent. The government aims 
in the coming years to increase local budgets and thereby 
achieve more effective use of public funds . 

On December 18, 1998, the Sejm passed a new civil 
service law that went into effect in July 1999. The new law 
reduced the large number of categories of civil servants to 

only two: staff employed on the day the new law went into 
effect and civil service officials. Compared with other gov­
ernment employees, civil service officials receive higher sala­
ries and more favorable employment contracts and enjoy 
better career prospects. Poland has an estimated 105,000 civil 
servants at the central level and 180,000 at the local level. 
State institutions such as the President's Chancellery, Supreme 
Chamber of Control (NIK), Parliament Chancellery, 
Ombudsman's Office, and State Labor Inspectorate employ 
a total of about 20,000 civil servants. 

Poland had an estimated 857 civil service officials as of 
October 1, 2001. A candidate can become a civil service ot: 
ficial after successfully completing a qualification procedure 
established by the Chief of Civil Service, graduating from the 
National School of Public Administration (KSAP), or being 
nominated under the old law. Several hundred new officials 
are expected to join the civil service each year, although the 
exact number will be determined by the national budget. 

The new Civil Service Law stresses competition and merit. 
All levels of public administration are obliged to inform the 
Office of Civil Service about. vacancies, which are then an­
nounced in the government's civil service bulletin. Central 
government administration is separate from regional admin­
istration, and the law on the civil service concerns only the 
former. Parliament amended tl1e civil service bill in Decem­
ber 2001 to limit its scope. Beginning in 2005, a director of 
a government office will be able to appoint persons who do 
not belong to the civil service corps for such posts as the 
head of a department or of a given section. 

RULE OF LAW 
Constitutional, Legislative, 

and Judicial Framework 

1997 1998 1999-2000 2001 
1.50 1.50 1.50 1.50 

2002 
1.50 

Parliament adopted a new Constitution in April 1997 that 
was ratified by public referendum the following month. 
The new Constitution more precisely delineated compe­
tencies of key actors and diminished areas of potential 
conflict by reducing and more clearly defining the role of 
the president. The president can still influence legisla­
tion through certain legislative initiatives, but his veto 
power has been limited. The Constitution also introduced 
what is known as a constructive vote of no confidence, 
which makes it impossible to dismiss a government with­
out appointing a new one at the same time. 

The new Constitution also widened the prerogatives 
of the Constitutional Tribunal, which decides whether 
particular articles of legislation arc in accordance with 
the Constitution. The role of the Constitutional Tribu­
nal is growing systematically, mainly because of a rise in 
public understanding of its functions and, as a result, an 



increase in the number of c.1scs being brought before it. 
In 2001, the Constitutional Tribunal considered 26 con­
stitutional complaints, issued 4 7 verdicts in cases of bills 
that it said did not conform to the Conl>titution, and 
answered 13 legal queries at the request of courts. 

In June 2000, Parliament elected Leon Kicres, a mem­
ber of Parliament from the AWS and an .1dministrativc law 
professor, as the president of the National Commemora­
tion Institute. The Institute will provide individuals with 
access to their Communist-era secret services files, collect 
documents related to Nazi and Communist crimes and po­
litical repression, and investigate related cases. Although 
Parliament passed the Law on Establishing the Institute in 
December 1998, several previous candidates did not meet 
the requirements or failed to receive the support of a ma­
jority of the Scjm. Without a president, the Institute could 
not commence its activities. 

One cause of the delay, until September 200I, was 
the SLD's fierce opposition to a provision in the law that 
prohibits the general public from having access to all files . 
Only individuals who were specifically targeted by the 
Communist regime may gain access to their personal files. 

The 1997 Constitution enshrines basic human rights 
and civil liberties, including freedoms of speech, assem­
bly, association, press, and conscience. Chapter II, on 
Rights, Liberties, and Obligations, also establishes the 
principles of equality under the law, the presumption of 
innocence, and the inviolability of the home. An om­
budsman for human rights has the right to investigate 
alleged violations of human rights and civil liberties. 
Several articles of the Constitution safeguard the right 
to property ownership, inheritance, and freedom of eco­
nomic activity. 

In June 1997, the Scjm approved a new criminal code 
and code of criminal procedure, capping an eight year 
effort to restructure the criminal justice system. The 
codes, which went into effect in September 1998, re­
placed codes from the late 1960s that had been modified 
on a piecemeal basis since 1989. The new criminal pro­
cedure code paralleled provisions of the new Constitu­
tion that extended the 48 -hour "initial arrest", or 
detention, phase to 72 hours and provided detainees with 
a limited right to counsel. 

Search warrants issued by courts or prosecutors are 
required for police to enter private residences. In emer­
gency cases, when prosecutors arc not immediately avail­
able, police may enter residences with the approval of 
the local police commanders. 

Conservative political circles consider the new crimi­
nal code to be too liberal toward criminals. A special com­
mission in the Ministry of Justice has nearly completed 
an amended version of the code. Former J us ti cc Minister 
Lech Kaczynski, who was in office between June 2000 
and August 2001, favored stricter punishments for crimi­
nals and, in a short period of time, had gained consider­
able popularity. However, the liberal circle oflawyers who 
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created the current code have criticized the minister's 
position . 

In August 2001, Parliament approved amendments 
to three legal codes that tightened many punishments 
for the most serious crimes. President Kwasniewski, how­
ever, vetoed the bills, claiming that they contained legis­
lative errors. He set up a commission that prepared new 
bills and referred them to the newly elected Parliament, 
which has a lefi: -wing majority. At year's end, Parliament 
had not yet approved the new bills. 

Poland's judicial system is still fairly inefficient. This 
manifests itself in considerable delays in deciding cases 
brought before the courts. The case of Olstowski v. Po­
land best exemplifies this problem . Poland lost this case 
in November 2001 before the European Court of Hu­
man Rights in Strasbourg. In December 1993, Artur 
Olstowski was arrested for allegedly robbing and assault­
ing a businessman. Two bills of indictment were filed over 
the next ten months. At the time the second indictment 
was filed, Olstowski applied for release from detention 
for the first time. Yet the Gdansk Regional Court dis­
missed his application, as it would for the next 27 months. 
During this time, Olstowski's lawyer filed many appeals 
to different courts and applications for his client's re­
lease. In March 1997, the Gdansk regional court con­
victed Olstowski of robbery and sentenced him to eight 
years imprisonment. In June 1998, the Gdansk court of 
appeal quashed the judgment and instructed the pros­
ecutors to carry out further investigations. Olstowski him­
self was released from detention. Prosecutors filed a third 
bill of indictment in March 1999. Proceedings arc still 
pending. The European Court ruled that O lstowski's 
right to a trial within a reasonable time had been violated 
and ordered the Polish government to pay him 20,000 
PLN ($5,000) in compensation. 

Poland's court system consists of regional and pro­
vincial courts and a supreme court. The 1997 Constitu­
tion expanded the competence of the constitutional 
tribunal. Judges arc nominated by the National Judicial 
Council, created in 1989, and appointed by the presi­
dent. The National Judicial Council consists of the chief 
justice of the Supreme Court, the minister of justice, the 
chief justice of the Superior Administrative Court (a presi­
dential appointee), 15 justices chosen from among the 
Supreme Court and lower court judges, and 4 members 
chosen by Parliament. Judges arc appointed for life and 
can be reassigned, but not dismissed, except by a deci­
sion of the National Judicial Council. The administra­
tion of the judicial system is vested in the minister of 
justice and the courts themselves. Poland's judiciary is 
independent, although the role of the justice minister, 
president, and Parliament in the selection of judges could 
potentially result in political influence being exerted over 
judges. 

The 1997 Constitution guarantees suspects the right 
to counsel at all stages of criminal proceedings. Once for-
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mal charges have been filed, defendants may study the 
charges and consult with attorneys, who are proYided at 
public expense, if necessary. The Helsinki Foundation tor 
Human Rights has questioned the implementation of the 
legal right to counsel, particularly concerning the poor. 
ln many cases, the quality of counsel is questionable. 

The Constitution provides for equal rights regardless of 
gender or ethnic origin. Ethnic Poles make up 98 percent of 
Poland's population, with small Ukrainian, Belarusian, Slo­
vak, Lithuanian, and German minorities making up the re­
mainder. The electoral law exempts ethnic minority parties 
from the requirement of winning five percent of the vote 
nationwide to gain parliamentary representation. Minority 
groups enjoy cultural autonomy, and many have established 
their own civic institutions and native language publications. 
Religious groups have considerable freedom to worship as 
they choose. 

In March 1999, the Sejm rejected a bill equalizing the 
legal status of women and men. A new retirement law states 
that women will receive lower retirement pensions because 
they are entitled to retire earlier than men (at age 60 versus 
65 ). As such, women pay into the retirement system for fewer 
years. The unemployment rate is higher among women than 
men. Wages for women are, on average, 20 percent less than 
for men doing similar jobs. Violence against women in the 
family and on the streets continues to be a serious problem. 
Women's organizations criticize authorities for what they say 
is inappropriate and insensitive treatment of women who are 
rape victims. 

In 2001, women's movements conducted an intensive 
campaign to boost the number of women in Parliament. The 
efforts of these groups were responsible in part for the fact 
that 94 women won seats in the new Sejm, an increase of 
about 20 percent from the previous term. 

In criminal cases, judicial decisions are effectively en­
forced. In civil cases, though, the length of judicial proceed­
ings often influences their effectiveness. The courts simply 
are unable to deal effectively and promptly with the number 
of civil cases submitted to them. In addition, bailiffs find it 
particularly difficult to enforce the payment of debts. On top 
of these problems, in August 2001 Parliament approved sev­
eral bills that eliminated the lwlcgia courts that had handled 
minor civil offenses such as driving violations. These courts 
had handed down decisions in about 700,000 cases annually. 
These cases now go to the already overburdened sadygmdzkie 
(municipal courts). 

Corruption 
1999-2000 2001 2002 

2.25 2.25 2.25 

Corruption in Poland is still widespread, but the problem 
has gained considerable public attention over the last few 
years. Although political parties have made corruption a 

major issue, they have used it mainly as a political weapon. 
A recent World Rank report suggested that corruption had 
reached the "highest levels" in Poland and noted the preva­
lence of legal loopholes that allow bureaucrats to manipu­
late privatization deals and profit from state contracts. The 
report led Parliament to pass new laws to reduce corrup­
tion. Deputies and senators must now declare their assets, 
and this information is available on the Internet. Other laws 
were designed to improve public access to information and 
increase transparency and accountability in public procure­
ment and state spending. The effectiveness of the new laws 
is not yet known. 

Boding ill for the potential effectiveness of the new laws, 
however, is the fact that a 1997 bill regulating all economic 
activity undertaken by government officials is not always 
respected. A large part of Polish industry is yet to be priva­
tized, meaning that supervisory boards of many companies 
in which the state is still a shareholder contain ministers and 
other government officials who have been chosen on the 
basis of their political allegiances. Another law states that a 
civil servant who worked in a given sector must wait for one 
year before taking a job in a private company in this sector. 
This law, however, is often honored in the breach. Another 
source of corruption stems from the fact that the govern­
ment must license all business activity in new technologies. 
The number of licenses is limited and competition is high, 
fostering corruption. 

Contrary to the situation in other transition countries, 
excessive bureaucracy or low salaries among low-level civil 
servants are not viewed as the main reasons for corruption 
in Poland. The country has carried out reforms that have 
cut red tape, and civil service salaries tend to be fairly high. 

Apart from the World Bank report, two other impor­
tant reports on corruption in Poland were published in 2000. 
One was issued by the Supreme Board of Control concern­
ing the spread of corruption in Poland. The second was a 
joint report of two NGOs, the Institute of Public Affairs 
and the Stefan Batory Foundation, entitled "Corruption in 
Everyday Life." The report is part of a program aimed at 
changing social attitudes towards corruption and creating 
networks of local groups that could monitor the activities 
of local authorities. In an effort to reduce corruption, the 
program plans to sponsor public awareness campaigns and 
recommend changes in the law to promote transparency 
and encourage greater public participation in government 
decision-making. The program also plans to support inde­
pendent media in their attempts to report on corruption 
and establish social movements that not only teach citizens 
how to monitor the actions of authorities but also build 
public confidence in the authorities. The joint report re­
ceived extensive media coverage, leading the government 
to adopt remedial measures. 

Among other measures, the government ofJerzy Buzek 
established an interagency taskforce that prepared a report 
on actions needed to eliminate sources of corruption. In 
addition, on the initiative of the World Bank, the govern-



ment set up another t.isk ti:1rce consisting of 32 notables 
from the worlds of politics, the sciences, the media, labor, 
and civil society. The aim of this taskforce is to develop an 
anticorruption !>trategy for all sectors of public life . 

Furthermore, Parliament sponsored a number of rel­
evant legislative initiatives during the period covered by this 
report. It adopted an amendment to the law on presidential 
elections stipulating that no more than ten percent of a 
candidate's campaign budget may come from individual 
anonymous donations. It also approved a law on the financ­
ing of political parties that banned parties from accepting 
donations from enterprises, set limits on donations and cam­
paign expenditures, and made the state budget the prin­
ciple source of funding for political organizations. The 
amended law introduced sanctions for parties that fail to 
settle campaign accounts correctly. 

In an effixt to ensure compliance with these laws, NGOs 
set up an Anticorruption Coalition. The coalition hopes to 
implement a four-year project of monitoring election cam­
paign contributions. The NGOs that make up this coalition 
are: the Stefan Batory Foundation; the Polish branch of the 
Berlin-based Transparency International; the Foundation 
of Social Communication; and the Helsinki Foundation of 
Human Rights. This project formally began on May 27, 
2001, when the groups began delivering petitions to the 
principal political powers in Poland. For example, the coali­
tion collected and delivered 43,645 signatures to the pre­
sidium of the Parliament. In July, the coalition sent to the 
electoral committees of political parties standing in the Sep­
tember parliamentary elections a set of questions concern­
ing concrete anticorruption programs. On September 13, 
2001, the coalition held a press conference to publicize the 
answers provided by the party electoral committees. 

In another anticorruption initiative, Parliament passed 
a law on money laundering and bribery in November 2000 
that covers both individuals and companies and makes the 
act of giving bribes as serious a crime as the act of receiving 
them. This law subjects all transactions of more than 10,000 
euros ($8,900) to scrutiny. On November 1, 2000, in an 
effort to limit corruption among the police, the govern­
ment prohibited road patrols from accepting cash payments 
for fines . 

Polish authorities also carried out several high profile 
investigations into corruption in 2001. The prime minister 
dismissed his minister of defense after corruption allega­
tions surfaced when the minister's advisor was investigated 
for corruption. In addition, the minister of transport was 
accused oflaundcring money and being unable to state the 
sources of his income. Moreover, a corrupt judge from 
Bialystok was banned from his profession and a judge in 
Torun is being investigated for corruption. In addition to 
these important investigations, Polish law enforcement had 
some notable achievements in fighting organized crime in 
2000 and 2001. Among other successes, it broke up an 
international drug smuggling syndicate, arrested members 
of a leading counterfeiting ring, and seized more than one 

POLAND• 307 

million dollars worth of illegal drugs. In September 200 l, 
300 new officers were added to the police force's organized 
crime unit. 

The press also stepped up its reporting on alleged offi ­
cial corruption. In particular, Rzcczpospolita, a leading in­
dependent broadsheet, and Gazcta Wyborcza, the most 
widely read Polish broadsheet, brought about many of the 
high profile investigations with their hard-hitting report­
ing. Rzcczpospolita published a series of articles about al ­
leged corruption among judges and in the highest ranks of 
government, while Gazcta Wybo1·cza featured a series of re­
ports on corruption in local authorities and the customs 
administration. 

In its 2001 Corruption Perceptions Index, Transpar­
ency International ranked Poland 44th out of91 countries, 
with the top-ranked country, Finland, being the least cor­
rupt. According to the head ofTransparency International's 
branch in Poland, the level of corruption in the country is 
stabilizing. 

ECONOMIC LIBERALIZATION 
& SOCIAL INDICATORS 

1997 
2.25 

1998 
1.75 

1998 
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2.25 

Privatization 

1999-2000 2001 
2.00 2.00 

Macroeconomic Policy 

1999-2000 2001 
1.50 1.50 

Microeconomic Policy 

1999-2000 2001 
1.50 1.50 

2002 
2.25 

2002 
2.00 

2002 
1.50 

According to Ministry of Economy data, the private sector's 
share of gross domestic product (GDP) increased to 61.3 
percent in 1999 from 40 percent in 1990, while its share of 
employment increased to 71.4 percent of the labor force 
from 49 percent over the same period. The 1990 figures 
included the historically privately run agricultural sector. The 
launch of new private ventures, more than privatization, 
has driven the expansion of Poland's private sector. Accord­
ing to the Central Statistical Office, more than five percent 
of the labor force is employed in the informal sector. 

The privatization process in Poland started with two 
separate laws passed in 1990: the Office of the Ministry of 
Ownership Act and the Privatization of State-Owned En ­
terprises (SOEs) Act. In 1996, a new Law on Commercial­
ization and Privatization of SO Es replaced the latter act. As 
a first step, state enterprises were turned into for-profit ven-
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tures and converted into joint-stock companies. ln the sec­
ond phase, the government adopted various privatization 
methods, including initial public offerings and sales of en­
terprises to domestic and tixeign invi::stors. A number of 
enterprises were also liquidated. As of September 30, 2001, 
out of 8,44 l SO Es registered in July 1990, 1,494 had been 
transformed into joint-stock companies owned by the trea­
sury; 2,062 had been directly privatized, and 1,737 had been 
liquidated. 

ln 1998, an ambitious program was launched to priva­
tize by 200 l remaining state assets in telecommunications, 
banking, insurance, energy, the oil sector, mining, arma­
ments, airlines, and utilities. However, opponents in both 
the ruling coalition and opposition have slowed implemen­
tation of the program. 

Nevertheless, the program has succeeded in privatizing 
the PEKAO SA bank, Bank Zachodni, the main insurance 
company PZU, the LOT airline, the PKN oil company, and 
the TPSA telecommunications company. On July 25, 2000, 
a consortium of France Telecom and Kulczyk Holding agreed 
to purchase a second portion of TPSA from the Treasury. 
France Telecom purchased a 25 percent stake, and Kulczyk 
Holding purchased a 10 percent stake. In October 2001, the 
consortium agreed to buy a further 12.5 percent ofTPSA, 
with an option to buy an additional 2.5 percent plus one 
share prior to the expiry of the option at the end of2002. As 
of the end of2001, the Treasury held 22.61 percent ofTPSA 
and the consortium, 47.5 percent. The government is plan­
ning to sell the majority of its remaining stake in TPSA by 
the end of 2002 through a public offering. The previous 
government planned to finish privatization of the oil sector 
by the end of September 2001 by selling its remaining stakes 
in PKN and Gdanska Rafinery. However, negotiations over 
privatization deals took longer than expected. The Treasury 
now hopes to close the deals by June 2002. 

Overall, the privatization process made few real gains 
in 2001. Because of the parliamentary elections, the gov­
ernment tried to sell as many assets as possible without re­
gard to price, but found little success. The new government 
is trying to postpone the implementation of, or even change 
previous decisions on, privatization. The government had 
hoped to raise 18 billion PLN ( $4.5 billion) in revenues 
from privatization during 2000, but raised only 6.8 billion 
PLN ($1.7 billion). The largest single source of revenue 
from privatization in the past two years has come from the 
privatization ofTelekomunikacja Polska SA, the sale of which 
raised 18.6 billion PLN ($4.3 billion) in 2000 and an addi­
tional 3.6 billion PLN ($860 million) in 2001. 

As of 1999, 92.3 percent of Poland's agricultural lands 
were privately owned, compared with 80 percent in 1990. 
The Agricultural Ownership Agency, which was set up to 
restructure and privatize state farms, took control of 4.7 
million hectares of land between 1990 and October 200 l. 
During this period, the Agency sold 1.1 million hectares 
and leased almost 2.5 million hectares. Only 0.7 million 
hectares have yet to be distributed. 

Since the start of Poland's reforms, public support for 
privatization has declined. In 1992 and in 2000, the public 
reacted strongly to the high social costs of accelerating the 
reform process, and ~upport for privatization dipped con­
siderably. In 1990, polls showed that 43 percent of respon­
dents believed that privatization would have a positive impact 
on the economy. In June 2000, only 25 percent shared this 
opinion . The main criteria that distinguish supporters from 
opponents of privatization are education, social status, abil­
ity to profit from the development of a market economy, 
and, to some extent, political orientation. 

Supporters of privatization tend to have compkted 
higher education and hold managerial jobs or arc entre­
preneurs. Opponents of privatization tend to be unem­
ployed or low-paid workers, farmers, and trade union 
members. The concepts of"rcprivatization" and "enfran­
chisement" have been on the political agenda since Po­
land began its economic transition. Reprivatization refers 
to returning property that had been illegally nationalized 
by the Communist state. Enfranchisement is an ill-defined 
concept that refers generally to the notion that the gov­
ernment should provide support to Poles who have not 
benefited directly from the privatization process. Support­
ers and opponents of these concepts arc divided along ideo­
logical lines. The AWS supported both reprivatization and 
enfranchisement in its platform during the recent parlia­
mentary election campaign. 

Since its victory, the AWS has been drafting legislation 
that reflects both ideas. Specifically, it has proposed a form of 
enfranchisement that will transfer ownership of communal and 
cooperative apartments to their occupants and clistribute state­
owned land free of charge to former state farm workers. In 
mid-2000, both houses of Parliament approved an enfranchise­
ment bill, but the president rejected it. As of October 31, 2001, 
a reprivatization bill had not been approved. 

Poland has experienced remarkable economic growth 
compared with many other transition countries. This is 
largely the result of the sound and consistent macroeco­
nomic policies that the central bank and successive govern­
ments have implemented. However, GDP grew by only 1.3 
percent in the first three quarters of 2001, down from 4.6 
percent in the same period in 2000. Poland's unemploy­
ment rate rose to 17.4 percent in December 2001, up from 
15.1 percent in the same period a year earlier. The govern­
ment amended the budget several times to allow for higher 
deficits. Under the latest amendment, the deficit will be 4.5 
percent of GDP in 2001, up from 3 percent in 2000. 

Since the reform process began in 1990, Poland has 
introduced a corporate income tax (CIT), personal income 
tax (PIT), value-added tax (VAT) on goods and services, 
and an excise tax. There are also minor local taxes. Busi­
nesses, economists, and right-wing politicians like Unia 
Wolnosci have criticized the high rate of the CIT and the 
sharply progressive PIT. The high tax rates, they argue, have 
contributed to lower tax compliance and hampered eco­
nomic development. Opponents of a rapid decrease in the 



overall tax burden argue, however, that such a reduction 
would increase the state budget deficit. 

The CIT is currcntly 28 percent, down from 38 per­
cent in 1998. Dividends are subject to a 20 percent flat 
withholding rate . The new government that took office in 
October 2001 proposed many amendments to the personal 
income tax law~ in order to lower the budget deficit for 
2002. The opposition and many ordinary Poles criticized 
the amendment'>. However, the government succeeded in 
introducing a new 20 percent flat withholding rate on de­
posit interest and investments in investment funds made 
after December 1, 2001. 

The PIT is levied at progressive rates of 19 percent, 30 
percent, and 40 percent, down from 20 percent, 32 per­
cent, and 44 percent in 1998. The VAT is assessed at a stan­
dard rate of22 percent and reduced rates for specific goods 
and services. Poland will have to adjust its VAT rates to 
bring them in line with the EU's VAT directives. The gov­
ernment levies an excise tax, along with the VAT, on certain 
luxury goods, alcohol, and gasoline. 

Reforms of the domestic banking system began in the 
late 1980s and initially concentrated on breaking up the 
state banking monopoly. Since the 1989 passage of the Bank­
ing Law and Law on the National Bank of Poland (NBP), 
the NBP's role has been modified and is now similar to that 
ofindepcndcnt central banks in Western countries. The NBP 
is largely responsible for monetary policy and banking su­
pervision. 

The president of the NBP is nominated by the state 
president and appointed by Parliament to a six-year term. 
To help ensure the bank's independence, Parliament's 
right to recall the NPB president is strictly limited . The 
Monetary Policy Council (MPC), headed by the presi­
dent of the NBP, is responsible for drawing up annual 
monetary policy guidelines. Members of the MPC arc 
drawn from outside the NBP. The operations of Polish 
banks arc under the supervision of the Commission for 
Banking Supervision, a separate organizational unit within 
the NB P structure. 

Poland's success in curbing inflation is partly due to 
the NBP's strong independence and consistency in imple­
menting monetary policy. Over the past decade, inflation 
has fallen gradually, from 249 percent in 1990 to 3.6 per­
cent in November 2001. Since 1991, the NBP's principal 
monetary goals have been to lower inflation gradually and 
assure free convertibility of the zloty by slowing the growth 
of the money supply and resisting sharp exchange rate ad­
justments. Because of slowing economic growth, the MPC 
cut key interest rates by 750 basic points in 2001. How­
ever, Poland still has one of the highest real interest rates in 
Europe. Therefore, the gm·ernment is pushing the MPC to 
cut rates more rapidly. The government has also raised the 
possibility of curbing somewhat the MPC's independence 
by increasing its membership. It also has proposed chang­
ing the central bank's mandate from fighting inflation to 
ensuring GDP growth and low unemployment. 
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In 1989, Poland had only six commercial banks and 
1,663 cooperative banks. Today, Poland has more than 80 
commercial banks and 1, 100 cooperntivc banks. The larg­
est retail bank is PKOBP, which the government recently 
transformed into a joint-stock company in the hopes of priva­
tizing the bank by 2003. The Law on the Banking Deposit 
Guarantee Fund provides deposit insurance to all banks. 
The fund, which is financed through mandatory bank 
contributions, provides full coverage on deposits of up to 
1,000 euros ( $890) and 90 percent coverage on deposits of 
benveen 1,000 and 11,000 euros ($9,800). 

Exchange rate stabilization, which was at the core of 
the reform program of now former Finance Minister 
Balcerowicz, made the Polish zloty internally convertible 
on January 1, 1990. Currently, the zloty is fully convertible 
on current accounts and partially convertible on capital ac­
counts. In force since January 1999, the foreign exchange 
law allows for all capital account transactions with maturi­
ties beyond one year to be carried out with partners in the 
Organization for Economic Cooperation and Development 
(OECD). It also allows current account transactions to be 
invoiced in zloties. 

In April 2000, the zloty was floated freely. In real terms, 
the zloty has appreciated five percent to seven percent an­
nually since 1995. The NBP has intervened only rarely, usu­
ally to weaken the zloty. Poland's foreign reserves rose from 
$6 billion in 1994 to more than $28.3 billion at the end of 
October 2001. 

The Polish capital market has been maturing, largely 
because of the establishment ofa solid legal framework. The 
Warsaw Stock Exchange (WSE) was set up in 1991. Poland's 
independent Securities Commission is considered to be one 
of the best securities regulators in Central and Eastern Eu­
rope. A law on publicly traded securities and an act on in­
vestment funds regulate the capital market. 

In 1991, the WSE had five publicly traded compa­
nies . By the end of November 2001, 230 firms were 
traded, including national investment funds . In 1996, the 
government launched a regular over-the-counter (OTC) 
market. Both the OTC and WSE trade in shares, bonds, 
futures, and warrants. The first commodity futures ex­
change, the Warsaw Grain and Feed Commodity Ex­
change, opened in 1995. In 2000, the Electric Energy 
Exchange began trading. In 2001, the government 
amended the laws on securities and investment funds to 
put them in line with EU laws. In 1991, bank loans were 
the only source of capital for expanding companies. To­
day, firms can also raise money by issuing shares, bonds, 
and commercial paper. 

Poland's Constitution states that "every person has the 
right to ownership, other property rights, and the right of 
inheritance [which are] subject to legal protection that is 
equal for all." The Constitution also states that "expropria­
tion is admissible only for public purposes and upon equi­
table compensation." The Law on Land Management and 
Expropriation of Real Estate allows the government to con-
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fiscate property only for specified purposes such as national 
security. It also provides for full compensation at market 
value. The government has not expropriated property since 
the end of communism. 

The government has not fully developed registries for 
land, companies, and property liens. The government 
passed the Patent Law Act in 1993 and the Copyright Law 
in 1994. In 1998, Poland adopted a law protecting intel­
lectual property rights. Although the government has im­
proved its capacity to enforce this legislation, change has 
come slowly. Software piracy, for example, is still a serious 
problem. The Business Software Alliance, an American 
antipiracy trade organization, estimates that 90 percent of 
software in Poland is pirated. 

Poland liberalized most prices as part of its 1989 re­
form program. Housing rents and energy prices are still 
partially controlled by the state. A 1998 law allows indi­
viduals and businesses to change these prices without the 
government's permission if the changes do not exceed lim­
its established by government-controlled bodies. In 1997, 
the government allowed businesses to change liquid fuel 
and gasoline prices without prior approval. A 1997 law es­
tablished the Energy Regulation Office, which awards li­
censes to private energy producers and regulates electricity 
prices. These prices arc now set on a national electricity 
exchange established in mid-2000. Housing rents will be 
freed from control in 2002. 

Polish laws on the creation of new businesses arc gener­
ally liberal and transparent. An explosion of new businesses 
during the early transition period, especially small service firms, 
resulted in a huge growth in the private sector's share of 
GDP. According to the European Bank for Reconstruction 
and Development, the private sector's share of GDP was 65 
percent in 1999. 

Nevertheless, starting and running a business in Poland 
is complicated by the frequency with which laws on business 
activity arc amended. There arc more than 220 such laws, 
and they have been amended more than 500 times. Conse­
quently, small firms often must obtain professional assistance 
to help them comply with the laws. Arbitrary judgments in 
tax administration and arbitrary enforcement oflabor, health, 
and safety regulations arc also problems. 

In January 1998, the government established a commis­
sion of businesspeople and experts to identif)r particularly 
onerous regulations, but the results of the commission's work 
have been negligible. A new commercial code took effect in 
January 2001. It limits licensing requirements to a narrow 
group of industries, including the financial sector and arma­
ments production. Although the need to obtain licenses in 
tl1ese areas creates barriers to entry, it docs not seriously ham­
per competition. 

The limited capacity of Polish courts greatly delays adju­
dication procedures. Commercial cases are generally heard 
in court one to two years after they are filed. An additional 
year or two usually passes before judgments are actually ren­
dered. Bankruptcy courts are equally slow. To remedy these 

problems, the government is taking steps to increase the num­
ber of out-of-court settlements, setting up municipal courts 
tor minor cases, and shifting arbitration on taxes and finan­
cial matters from tax administration offices to the courts. 
Judgments rendered in private arbitration tribunals carry the 
same binding force as those handed down in public courts. 

Poland's 1990 Law on Countering Monopolistic Prac­
tices prohibits various forms of anticompetitive behavior. The 
Office of Competition and Consumer Protection enforces 
the law in this area. Between 1990 and 1999, the office found 
monopolistic practices in approximately 100 cases. Govern­
ment policy itsclfoftcn decreases competition by sanctioning 
monopolistic practices in sectors of the economy that have 
not been restructured or privatized. Polish Telecom, for ex­
ample, has a sanctioned monopoly on international connec­
tions until 2003. (The government introduced competition 
in the local and domestic long distance telephone markets in 
1999.) Monopolies in sectors in which the government has 
created industry-wide holding companies (such as Nafta 
Polska in fuels) will be eliminated as the privatization process 
continues. 

Poland acceded to tl1c Uruguay Round of the General 
Agreement on Tariffs and Trade (GATT) in 1995. Poland is 
also a member of the European Free Trade Association 
(EFTA) and the Central European Free Trade Agreement 
(CEFTA), both of which require substantial reductions in 
import duties. Average tariff levels have decreased gradually 
since 1994. The average weighted tariff was 15 percent in 
1995 and declined to approximately 7 percent in 1998. Im­
port surcharges were eliminated in 1997. Tariffs arc sched­
uled to be cut further over tl1c next several years as a result of 
multilateral agreements with the EU, EFTA, and CEFTA. 
Approximately 75 percent of Poland's trade is with members 
of these three bodies. 

In a setback to free trade, however, Poland in 1997 re­
imposed a previously suspended ten percent tariff on grain 
and grain products. In addition, in 1999 it introduced quo­
tas on grain that reflect the broader issue of subsidized food­
stuffs imported from the EU. At the same time, in September 
2000, Poland eliminated customs duties on fuel imported 
from EU countries. Political considerations generally dictate 
which sectors enjoy protection. Other factors hindering trade 
liberalization in certain sectors include certification require­
ments, product standards, and officials who arc overworked 
because of the explosion of trade and transit activities. 

Poland's Foreign Investment Act sets the legal frame­
work for foreign investment. With the exception of sec­
tors defined as strategic, the act does not require 
foreign-owned companies to have any local participation, 
ownership, or management. In general, foreigners can fully 
own new or existing Polish firms and repatriate profits and 
dividends fully without permits. Domestic and foreign firms 
arc treated equally under Polish investment law, with the 
exception of bids for public procurement contracts. Pol­
ish firms enjoy a mandated 20 percent price advantage. In 
addition, 50 percent of the materials and labor in all con-



tract~ must be Polish . The cumulative value of foreign di­
rect investment (FDI) grew from just over one million 
dollars in 1990 to $49.9 billion in 2000. At $10.6 billion, 
FOi reached record levels in 2000. 

Poland's energy sector is protected ITom imports and is 
among the country's least reformed sectors. The Polish Oil 
and Gas Company has a monopoly on the import, transmis­
sion, storage, and distribution ofnatural gas. Privatization of 
the oil and gas sectors was slated for completion by the end 
of 2001, but this goal was not met. Historically, Poland has 
imported all of its gas ITom the Soviet Union or, more re­
cently, the Russian Federation. Total electricity generation in 
Poland still exceeds the country's increasing domestic con­
sumption. ll1e 1996 Energy Law created an Electricity Regu­
lation Board responsible for licensing and supervising 
companies and approving rates; levying fines; and arbitrating 
disputes between users and producers. All relevant state­
owned electric companies arc in the process of being trans­
formed into financially independent joint-stock companies. 
The core institution in this sector is the state-owned Polish 
Power Grid Company. It purchases electricity from Poland's 
36 public power generation companies and sells electricity to 
32 local public distribution companies. 

Poland had a national workforce of 15.l million people 
as of October 2001, down ITom 17.5 million in 1992. Prior 
to 1989, unemployment was not officially recognized in Po­
land for political reasons, and many enterprises had too many 
workers. The unemployment rate fell from 16.4 percent in 
1993 to just over 10 percent at the end ofl998. The unem­
ployment rate was 17.4 percent in December 2001. At 
present, the minimum wage is 760 PLN ($190) per month. 
The average monthly salary in the third quarter of 2001 was 
2,047.29 PLN ($512). 

State unemployment benefits are equal to less than 30 
percent of the median wage. The greater tlie number of years 
a person has worked, the higher the level of compensation. 
The duration of benefits depends on the unemployment rate 
in a particular region. If the rate is higher than tlie national 
average, benefits can last for 12 montl1s; they last for six 
months if the rate is lower. In regions where unemployment 
is high for structural reasons, unemployed workers can re­
ceive benefits for 18 months. At present, the unemployment 
compensation rate is 476.7 PLN ($120) per month for per­
sons who have been in the workforce for between 5 and 20 
years; 381.4 PLN for persons who have worked less tlian 5 
years, and 572.1 PLN for persons who have worked more 
man 20 years. 

In January 1999, Poland replaced its pay-as-you-go pen­
sion system with a mree-pillar system. The first pillar is an 
improved version of the mandatory pay-as-you-go system; 
the second, a compulsory private pension fund managed by 
private and pension institutions; and tlie tliird, a voluntary 
capitalized fund mat includes employee pension schemes and 
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individual pension insurance policies. As ofJanuary 1, 1999, 
all workers below the age of 30 must participate in the first 
two pillars. Persons between tlie ages of 30 and 51 may choose 
whether to pay into a private pension scheme or remain in 
me pay-as-you-go scheme. The reformed pension scheme 
aims to reduce state budgetary liabilities to me social security 
system and provide more liquidity in domestic markets as a 
result of the ensuing increased tlow of cash into privately 
managed funds. 

The state administers four social security funds and a 
state pension fund tliat are partially or wholly financed by 
employer contributions. The social insurance fund and the 
labor fund are me largest extrabudgetary funds and rely on 
state budget transfers to supplement their own off-budget 
revenues. In the 1999 state budget, more than 20 percent of 
the revenues of me social insurance fund and almost 25 per­
cent of the revenues of the labor fund came ITom state bud­
get transfers. 

The retirement age is 65 for men and 60 for women. As 
of October 30, 2001, the minimum pension, family, or dis­
ability benefit was 530.26 PLN ($130) per month. The aver­
age pension in the first six months of 2000 was 1082.16 
($270) per montl1. The state currently grants retirement privi­
leges to certain groups like miners, teachers, servicemen, and 
those who work in hazardous industries. Although tl1e pen­
sion system reform plan phases out privileges for most of 
these groups, the government plans to maintain specialized 
benefits for the disabled and their families. In 2000, total 
benefit payments (excluding those to farmers) and mainte­
nance costs amounted to 12.4 percent of GDP. Farmers are 
entitled to benefits after reaching me retirement age and trans­
ferring tl1eir ownership rights to their farms. 

Educational reforms in 1999 made school attendance 
mandatory for children between the ages of7 and 16. Over­
all, mough, education is still obligatory until 18 years of age, 
and attendance at a three-year gymnasium is obligatory after 
me completion of six years of primary school. According to 
me OECD, the student/teacher ratio in 1999 was 12.8 per­
cent in primary schools and 16. l percent in secondary schools. 

Poland's inf.int mortality rate has fullen considerably, ITom 
19.3 per 1,000 in 1990 to 8.2 per 1,000 in 2000. There are 
no differences between urban and rural infant mortality rates. 
Life expectancy has increased steadily for both men and 
women. For men, life expectancy rose to 69.7 years in 2000 
from 67.4 years in 1993; for women, life expectancy rose to 
78 years from 76 years during the same period. The ratio of 
doctors to me general population has increased slightly, to 
2.2 per 1,000 in 2000 from 2.0 per 1,000 in 1993. The 
number of hospital beds decreased to 191,000 in 2000 from 
214,864 in 1993. 

]a1111sz Dm·lik is the dcpttt')' director of the Pttblic Opinion 
Rcscm·ch Cc11tcr (CBOS) ill Warsaw, Poland. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 3.95 1' 3.85 1'1' 3.19 .J, 3.31 3.31 

Rule of Law na na 4.25 .J, 4.38 .J, 4.50 

Economic Liberalization 4.63 1' 4.50 1'1' 4.17 1' 4.00 1' 3.92 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 1,564.2 1,562.9 1,564.8 1,858.9 1,563.4 1,644.4 1,743.3 

Real GDP growth(% change) 7.1 3.9 -6.1 -5.4 -3.2 1.6 4.0 

Inflation rate 32.3 38.8 154.8 59.1 45.8 45.7 34.2 

Exports ( $ millions) 7,910.0 8,061.0 8,431 .0 8,302.0 8,503.0 10,366.0 11,560.0 

Imports($ millions) 9,487.0 10,555.0 10,411 .0 10,927.0 9,595.0 12,050.0 14,450.0 

Foreign Direct Investment ( $ millions) 417.0 415.0 1,267.0 2,079.0 1,025.0 1,009.0 900.0 

Unemployment rate 9.5 6.6 8.9 10.3 11.8 10.5 8.6 

Life Expectancy (years) 69.5 69.1 69.0 69.3 69.8 69.9 71.0 



INTRODUCTION 

I n 2001, after much stagnation and confusion, Roma­
nia made the most out of a situation that had seemed 
nearly hopeless the year before. When the incumbent 

President Emil Constantincscu refused to seek reelection at 
the end of 2000 and the ruling coalition fielded no fowcr 
than four different presidential candidates, it became clear 
that the political bickering and infighting among democratic 
forces would severely curtail their power. What was less 
obvious, however, was the extent to which voters would 
penalize these forces by throwing the ruling Christian Demo­
cratic Peasant Party (PNTCD) out of Parliament. Conse­
quently, the last round of the presidential election pitted a 
former Communist and an ultranationalist against each 
other. Given the circumstances, it is fortunate that the former 
Communist won. 

As a result, 11 years after the fall ofNicolae Ceausescu, 
Romania is again governed by some of the very same play­
ers-initially of suspect democratic credentials-who took 
power following the December 1989 revolution. Ion 
Iliescu, reelected for the third time in 2000, first became 
president in 1990; Adrian Nastase, the current prime min­
ister, was foreign affairs minister between 1990 and 1992. 
In addition, Defense Minister loan Mircea Pascu, Minis­
ter of Public Administration Octavian Cozminca, Presi­
dent of the Senate Nicolae Vacaroiu, and many others held 
positions in the first or second Iliescu governments be­
tween 1990 and 1996. 

However, times have changed, and some of the play­
ers seem to have changed their ways. For instance, the 
reconciliation between President Iliescu and the former 
king, who in 1990 was thrown out of the country at gun­
point, took everybody by surprise. Some call it masterful 
theatrics, others a stroke of political genius. Either way, 
some observers remain skeptical about the depth and sin­
cerity of the democratic conversion and the efficacy of 
democratic give-and-take in a country that now has only a 
feeble opposition. 

To be sure, there are bright faces in the government 
and eager professionals in the president's office. Also, one 
hopes that the political veterans who head the two cham­
bers of Parliament grew wise during their four years as the 
opposition. As in many other Eastern European countries, 
a leftist party has returned to power and is now responsible 
for consolidating the country's democratic institutions and 
for pushing toward rapid integration into Euro-Atlantic 
structures, namely the European Union and NATO. 

Given the international situation after September 11, 
2001, and in light of the achievement of some long over­
due domestic reforms, it is likely that Romania will join 
NATO sooner or later. More problematic, however, remains 
Romania's integration into competitive European and glo­
bal economic structures. Part of the problem rests precisely 
in the ideological pedigree of some members of the current 
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leadership, for whom economic liberalism seems a constraint 
of international politics rather than a necessity born out of 
the conviction that free, competitive markets arc desirable 
engines for growth and human development. In spite of an 
important economic comeback, Romania remains a laggard 
in terms of liberalization, privatization, and economic re­
structuring. Almost 40 percent of the economy is still in 
state hands, and about 25 percent of the industrial sector is 
owned by five so-called investment funds that sometimes 
manage assets based on political clientelism rather than eco­
nomic efficiency. 

The true test for Romania's new leadership will be its 
ability to relinquish the economic privileges of the state 
and thus cut deeply into the political support it receives 
from the country's current political elite . That is, the 
government's liberal and democratic credentials will be 
tested on the basis of genuine acceptance of fair and open 
competition over favoritism and political clientelism. 

DEMOCRATIZATION 

1997 
3.25 

Political Process 
1998 1999-2000 2001 
3.25 2.75 3.00 

2002 
3.00 

In 2001, two key political events changed Romania's domes­
tic picture and international standing. The first was a domes­
tic phenomenon: all the main political parties with the 
exception of the ultranationalists and the Hungarian Party, 
changed their leaderships. Today, a new generation of younger 
politicians is in command. From the political Left to the Right, 
these parties include the Social Democratic Party (PSD), the 
Democratic Party (PD), the National Liberal Party (PNL), 
and the PNTCD (the former ruling party). The second event 
was an international breakthrough. For the first time ever, 
Romania held the chairmanship of a key international orga­
nization: the OSCE. Coincidentally, the president of the 
OSCE's Parliamentary Assembly is also a former Romanian 
foreign affairs minister. 

As the European Union has noted, Romania's political 
system is relatively stable. Yet stability comes not from a 
balance of political forces, but from a tendency to confuse 
the interests of the ruling party with those of the state. The 
fact that now, as before 1996, the ruling party is the heir of 
the former Communist Party occasionally keeps Romania 
stuck in old "command and control" solutions that have 
been proven unworkable elsewhere. The ruling establish­
ment still appears to consider statism, centralism, and po­
litical clientelism as the most expedient means of achieving 
its goals. In short, the Romanian political system tends to 
be inclined more toward a dominant-power model than 
toward a consolidated democratic one. 

Unlike other former Communist countries in which 
political change occurred peacefully a decade ago, in Ro-
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mania the fall ofNicolae Ceausescu was violent. Since then, 
violence ha~ been used on several occasions as a political 
tool, including in 1990, 1991, 1992, and 1992 during the 
rampages of the Jiu miners on the capital, Bucharest. In 
addition, the 2000 presidential elections brought to the 
forefront of the political scene a fanatical ultranationalist 
leader, Corndiu Vadim Tudor, a former Ceausescu syco· 
phant whose proposed political program was based on 
"machine-gun order and justice." Tudor advanced to the 
presidential runoff, and his party is now the second largest 
in Parliament. 

Also contributing to potential instability in Romania is 
the country's precarious economic situation and the crisis 
in its banking system. The fall of the FNI Investment Fund 
in 2000 wiped out about 3,500 billion lei in savings, or 
about $1 .5 billion. The fact that the state-owned savings 
bank was involved in guaranteeing the Fund made people 
particularly angry and distrustful toward the state and re­
sulted in repeated protests around the country and a law­
suit brought by about 32,000 people against FNI. 

Nevertheless, the Romanian political system is surpris­
ingly stable. One mark of this stability is the fact that since 
enactment of the new Constitution in December 1991, the 
country has held three series of presidential, parliamentary, 
and local elections. In two of these, in 1996 and 2000, power 
changed hands from the incumbents to the opposition . 
Another factor of stability has been the inclusion of the 
country's Hungarian minority in the government. In 1996, 
the PNTCD invited the Democratic Union of Hungarians 
in Romania (UDMR) to join the ruling coalition. In 2000, 
the PSD courted the Hungarian minority while at the same 
time it waged a diplomatic war with Hungary over the 
minority's access to various employment, health, and edu­
cational benefits in Hungary. 

Consensus over foreign policy and economic policy also 
adds to stability. There is widely shared agreement among 
political parties across the spectrum on the desirability of 
rapid integration with NATO and the EU. In addition, par­
ties of both the Right and the Left support economic growth 
and liberalization. 

Finally, and perhaps most subtly, stability is also con­
tingent on who is in power and on the means deemed ac­
ceptable to achieve political ends. In 2001, the PSD returned 
to power after spending four years in the opposition. After 
the bickering and infighting of the former Democratic Con­
vention (the center-right coalition that held power between 
1996 and 2000 }, the hierarchical discipline of the PSD has 
brought relative orderliness to the administration of gov­
ernment. However, such stability is misleading, for it re­
sulted in the concentration of power in the hands of a single 
dominant party rather than a balance of power between the 
government and the opposition. 

Although the PSD docs not hold an absolute majority 
in Parliament, it controls much of the state apparatus and 
administration, both in the central ministries and at the lo­
cal level. And its power is growing. For example, a study 

released by the Institute for Public Policy in Bucharest, in 
the fall of 200 l, documented the PSD's magnetic effect as 
the party in power: 22 percent of all mayors elected in the 
summer of2000 have switched their political affiliation, and 
of these, 82 percent have opted for the PSD. As a result, 
the PSD has increased its hold on local power from 35.5 
percent of elected mayors in 2000 to 50 percent by the end 
of2001. 

Previously, the PSD was known as the Party of Social 
Democracy of Romania (PDSR). The PDSR changed its 
name in summer 2001 following its merger with the tiny 
Social Democratic Party of Romania. The merger was mo­
tivated by the PDSR's desire to be admitted into the Social­
ist International, in which the smaller party was a member. 
Owing to its Communist legacy and checkered democratic 
record, the PDSR had been refused membership repeatedly 
since 1990. The trick paid off, and the PSD now enjoys its 
new status as a member with consultative rights in the So­
cialist International. 

Romania's political shake-up was also confirmed at the 
national level during the parliamentary and presidential elec­
tions of2000. Although they were marked by relatively low 
voter turnout (slightly over 55 percent}, the parliamentary 
elections of 2000 resulted in a complete redistribution of 
power when the ruling National Peasant Party lost control 
of both the Camera Deputatilor (Chamber of Deputies) 
and the Senat (Senate). Its former coalition partners also 
scored poorly. In the voting for seats in the Chamber of 
Deputies, the PDSR (now the PSD) took 44.9 percent of 
the vote; the ultranationalist Greater Romanian Party 
(PRM), 24.3 percent; the PD, 8.9 percent; the PNL, 8.7 
percent; and the UDMR, 7.8 percent. The remaining 18 
seats ( 5.2 percent} were distributed among the non-Hun­
garian minorities that receive 1 seat in Parliament regard­
less of their population size. The total number of deputies 
in the Chamber of Deputies is 345. In the Senate, the situ­
ation was similar. The PDSR took 46.4 percent of the body's 
140 seats; the PRM, 26.4 percent; the PD, 9.29 percent; 
the PNL, 9.29 percent; and the UDMR, 8.59 percent. There 
is no difference between the competencies of the two cham­
bers-a subject that is discussed repeatedly with regard to 
plans to modify the Constitution. 

The Organization for Security and Cooperation in Eu­
rope deemed the 2000 parliamentary elections "transpar­
ent, free, fair, and equal." However, the OSCE did 
comment on the absence of a permanent electoral com­
mission and suggested that regulations on domestic ob­
servers be liberalized. 

Following the 2000 parliamentary elections, the PDSR 
formed a minority government led by Adrian Nastase. 
Nastase was chosen to head the PDSR following Ion Iliescu 's 
election to the presidency the same year, because Roma­
nian law prevents a sitting president from having a party 
affiliation. Hence Iliescu, who founded the party, had to 
relinquish his post. Nastase was foreign affairs minister be­
tween June 28, 1990, and October 16, 1992. This is the 



first time since 1991 that Romania has had a political rather 
than a technocratic prime minister. 

Romania's presidency is held by Ion Iliescu, leader of 
the group that took power in 1989 following the execution 
ofNicolae Ceausescu. Iliescu is a former Communist Party 
leader who fell out of Ceausescu's favor in the early 1970s 
and became a symbol of sorts for communism's "silent 
majority"-true believers who were frustrated by the abuses 
of the country's two dictators, Ceausescu and his wife, Elena. 
Although Iliescu had won the presidential elections of 1990 
and 1992 and the new Constitution specifically limits the 
number of presidential mandates to two, Iliescu argued that 
he had exercised only one mandate since the adoption of 
the Constinition in 1991. Thus, he was able to run again in 
2000 unchallenged by the Constitutional Court. 

The 2000 presidential elections were a moment of rela­
tive drama in Romanian politics. In the summer of 2000, 
incumbent President Emil Constantinescu decided not to 
seek reelection. Although he had received international rec­
ognition for aligning with NATO forces during the Kosovo 
conflict of 1999, Constantinescu 's standing in domestic polls 
was poor and the coalition that had brought him to power 
in 1996 unraveled when the Liberals decided to field their 
own presidential candidate. With Constantinescu out of the 
race, the incumbent democratic coalition fielded no tewer 
than four different presidential candidates, each garnering 
11 percent or less of the vote. 

In the first round, Ion Iliescu received 36.35 percent 
of the vote, and the ultranationalist Corncliu Vadim Tudor 
came in second with 28.34. Theodor Stolojan, a former 
prime minister who represented the Liberals, came in third 
with 11. 78 percent; and Mugur Isarescu, the incumbent 
prime minister, came in fourth with 9.53 percent. With the 
exception of the Hungarian minority candidate, who re­
ceived 6.22 percent of the vote, all other candidates scored 
under 3 percent. Since no candidate received more than 50 
percent of the vote, Iliescu and Tudor advanced to a second 
round. Iliescu defeated Tudor 66.7 percent to 33.2 per­
cent. Voter turnout was 5 7 .5 percent, and the OSCE deemed 
the elections free and fair. 

The general trend in voter turnout over the last decade 
has been downward. In national elections, turnout was 86.2 
percent in 1990, 76.1 percent in 1992, and 70 percent in 
1996. For municipal elections, turnout was 72 percent in 
1992 and 46 percent in 2000. There are no figures on tc­
male voter participation, and less than 10 percent of all 
members of Parliament are women. However, for the first 
time in 11 years, the government has five women ministers. 

Although Romania's electoral system is multi party based, 
there is only a handful of viable parties. Their number shrank 
recently when Parliament set a 5 percent minimum thresh­
old for representation. For the 2000 elections, the number 
of parties registered for the competition was 80, and only 5 
made it past the threshold. To register, a party must have no 
fewer than 10,000 founding members, with at least 300 in 
each of a minimum of 15 (out of 40) counties. 
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It is difficult to get e:-.act figures on party membership. 
The parties themselves inflate their figures, and there is no 
independent viable statistic. According to some data, the 
PD hasl30,000 members; the PNL 134,000; the UDMR, 
530,000; and the PSD, 684,000. 

One of the most organized and disciplined parties is 
the UDMR. The UDMR represents the Hungarian ethnic 
minority, which accounts for about 10 percent of Romania's 
population. The party regularly receives around 7 percent 
of the votes, whether in parliamentary or presidential elec­
tions. It advocates local autonomy and decentralization. In 
2000, it obtained passage of a law that allows administra­
tive authorities to speak Hungarian in those localities in 
which the ethnic minority exceeds 20 percent of the popu­
lation. 

In addition to the Hungarian minority, which is by far 
the largest, other ethnic groups are represented in Parlia­
ment. These include Armenians, Germans, Italians, Greeks, 
Macedonians, and Poles. Each group receives an automatic 
seat in the Chamber of Deputies. 

In November 2001, the Pro Democracy Association 
launched a project to change the country's electoral code. 
The proposed code seeks to increase public participation in 
political lite and improve the relationship between elected 
officials and voters by replacing the party list system with a 
direct voting system. At present, only the president and lo­
cal mayors are elected this way. Under the proposed code, 
two-thirds of all members of Parliament would be elected 
in direct voting. The system would also be applied for elec­
tions of local and district counselors. By law, the Pro De­
mocracy Association's initiative needs 250,000 signatures 
for Parliament to consider it. lfit ultimately proves success­
ful, it would be the first civic initiative to be transformed 
into law. It would not only help improve the transparency 
and accountability of the electoral system, it would also give 
a boost to democratic forces and civil society. 

The 2000 elections left Romania's democratic and cen­
trist forces divided between two equally weak parties: the 
PNL and the DP. The fact that tl1e two parties arc archen­
emies, in terms of both ideology and personalities, fi.trther 
obscures their voices in Parliament. This is a worrisome situ­
ation, especially since the largest party in opposition is the 
ultranationalist and undemocratic PRM. 

As a result, Romania is in some ways closer to a de 
facto electoral authoritarian regime than to a balanced 
pluralist system. This is not because the government keeps 
the opposition out of the political game, but because the 
opposition is too weak to have an effective voice. Ironi­
cally, the prime minister, aware of the danger of being 
perceived as a de facto authoritarian, complains loudly 
about the opposition's weakness. This leaves a great bur­
den on the shoulders of civil society to carve a space for 
open dialogue and extraparliamentary policy debate. 
However, in spite of a relative increase in the number of 
organizations, the voice itself of civil society is increas­
ingly atomized and feeble. 
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The most recent dat.1 available from the National Institute 
for Statistics indicates that the number of NGOs in Roma­
nia is approximately 25,226. However, most .111alysts be­
lieve that the number of truly active NG Os is around 10 
percent of that figure. In 2001, an actiYc coalition of 7 or 
8 leading NGOs ~upported the adoption of a Freedom of 
Information Law and gave prompt reactions every time 
the ruling party tried to introduce limitations. This kind 
of direct-and growing-civic participation in the legisla­
tive process is one of the most remarkable developments 
of the post-Ceausescu period. 

Romanian civil society was quite vibrant in the early 
1990s when groups of writers, artists, and musicians en­
gaged the public in spirited debates about policy and kept 
checks on governmental actions. Due to their support, the 
Democratic Convention won the 1996 parliamentary elec­
tions, and many civil society representatives were offered 
positions in the administration . However, only a handful 
accepted. The rest soon became the government's most 
vehement critics because they were frustrated by the slow 
pace of reform and by the Democratic Convention's seem­
ing inability to exercise control over the state apparatus. 

Romanian nonprofit organizations are predominantly 
urban. In addition, the southeastern portion of the coun­
try exhibits the lowest levels of civic life. Out of the esti­
mated 25,000 organizations, almost 2,000 arc mutual 
credit associations, a little more than 1,900 are labor 
unions, and about 120 are employers' associations. 

To encourage the emergence of new voluntary asso­
ciations, Parliament adopted the Law on Nonprofits in 
2001. This law, which replaces one dating to 1924, de­
fines volunteering and establishes a policy framework for 
companies that use volunteers. Nevertheless, volunteerism 
in Romania remains relatively weak. A 1996 estimate shows 
that only 6 percent of the total adult population belong to 
an association (excluding labor unions). 

Women arc not particularly active in creating their own 
associations. Only about 70 officially registered NGOs fo­
cus on gender-related issues. feminists believe this num­
ber is low because institutionalization of the country's 
women's movement has been rushed and imposed from 
the outside. "We do not have a movement based on the 
experiences and the problems of women in Romania; we 
have abruptly institutionalized strategies primarily for in­
tervention rather than for emancipation," explains the head 
of the largest feminist association in the country. Most 
gender-based associations group women on the basis of 
professional affiliation: women doctors, managers, univer­
sity graduates, and the like. However, these organizations 
are somewhat cut off from the larger political debate and 
do not necessarily seek to change gender-related legisla-

tion or to suggest policies or strategics that empower 
women. 

Unlike women, the main ethnic minorities arc relatively 
well organized and cftcctive. According to the latest cen­
sus, minorities represent about 12 percent of the popula · 
tion, a drop from the 29 percent they represented in the 
1930s before the Communist takeover. The country's main 
minorities arc the Hungarian and the Roma, followed by 
relatively small numbers of Germans, Ukrainians, Russians, 
Jews, Turks, Tartars, Czechs, Poles, Greeks, Albanians, and 
Italians. Today, there arc 18 officially recognized minorities 
in Romania. Each, except for the Hungarians, is represented 
with one scat in Parliament. 

Romania's Hungarian minority is represented by the 
UDMR, an umbrella organization that is part political party, 
part cultural association, and part social service provider. 
Between 1996 and 2000, the UDMR belonged to the rul­
ing coalition known as the Democratic Convention. This 
provided the minority with a stronger voice than ever be­
fore and allowed for the passage of legislation that puts 
Romania among the countries with the best legal protec­
tions of minority rights. One such example is the right to 
use one's mother tongue in dealing with local administra­
tions. Also, after fierce political debates over a state-financed 
Hungarian university, Romania accepted the establishment 
of the private Hungarian Language University, which re­
ceives state support from Hungary. The university offered 
its first classes in October 2001. 

The Hungarian University of Transylvania is a private, 
independent, nondenominational institution situated in four 
cities in Transylvania: Cluj, Oradca, Miercurea-Ciuc, and 
Targu-Mures. Even though it caters to Romania's approxi­
mately two million ethnic Hungarians, it is open to stu­
dents of any nationality who meet its admissions 
requirements. In addition to the $7 million provided annu­
ally by the Hungarian Parliament, the university receives 
funding from the Sapicntia Foundation, which, in turn, re­
ceives money from the four Hungarian historical churches 
of Transylvania: the Roman Catholic, the Calvinist Re­
formed, the Evangelical, and the Unitarian. 

Romania's other sizable minority, the Roma, is not 
represented in Parliament by a particular party. However, 
the year 2001 marked a watershed for Roma civil society 
groups when several of them struck an informal alliance 
with the PSD and, together with constant international 
pressure, helped ensure that the Roma cause will finally 
receive substantial governmental and international fund­
ing. In May 2001, a number of Roma organizations es­
tablished the Roma Framework, a federation that seeks to 
monitor the implementation of the Strategy for the Im­
provement of the Roma Situation, which the government 
adopted on April 25, 2001. Twenty-five of the most effec­
tive Roma organizations from around the country have so 
far joined the group. 

Also in 2001, the Health and Family Ministry signed 
an agreement with tlle Roma Party, the country's main Roma 



association, on the provision of special health and social in­
tegration services to this minority community. The Roma 
Party intends ro collect the equivalent of 7 percent of the 
minimal v. age from each member of the Roma community 
and then to distribute the funds through the Public He.tlth 
Departments to the 15 counties in which most of the 
nation's Roma community lives. Roma organizations have 
also received substantial funding from the European Union 
through mechanisms such as the Partnership Fund for the 
Roma, which was endlmed with 2 million euro in 2001. 
Among the partnership's projects was the launch ofa Roma 
news agency in October 2001. 

Romanian civil society also includes religious organiza­
tions. Since Romania has no law on religions, many groups 
such as the Baptists, Presbyterians, and Jehovah's Witnesses 
obtain legal status in the country as associations. According 
to a 1999 study published on the occasion of Pope John­
Paul II's visit to Romania, there are more than 700 associa­
tions and foundations of a religious nature in the country. 
Of these, about half arc affiliated with the nation's 15 rec­
ognized religions and cults besides the official state church, 
the Orthodox Church. In Communist times, decisions re­
garding the organization of the Orthodox Church were 
subject to the approval of the state. Now, the patriarch and 
his collegium make decisions independently. 

Most churches in Romania organize charitable activi­
ties. Even though charity and social work arc not a promi­
nent part of the Orthodox tradition, the Romanian 
Orthodox Church has established a foundation, Diaconia, 
that is responsible for social programs. Another group, 
Caritas, is the most active organization working on behalf 
of the Roman and Greek Catholic Churches. 

The registration and activity of NGOs is governed by 
Ordinance 26/2000, which was signed into law in 2001. The 
new law simplifies the registration procedure for associations, 
while toughening provisions for the registration of founda­
tions. Previously, using a law dating from 1924, it was rela­
tively easy to register a not-for-profit entity as a foundation 
and to use its ta.x-excmpt status to shield commercial interests. 
As a result, between 1990 and 2000, hundreds of foundations 
were registered for no other purpose than the importation of 
tax-exempt cars. The new law aims to curb this practice. Al­
though NGOs may compete for government contracts and 
procurements, several issues remain to be clarified under Or­
dinance 26/2000. 

NGOs remain exempt from customs taxes and the 19 
percent value-added tax. They may engage in commercial 
activities if they fold their profits back into the organiza­
tion. NGO income is taxed at the same rate as income gen­
erated by for-profit corporations. Law 204/2001 establishes 
low deduction rates for charitable contributions: 10 per­
cent maximum off the taxable base for sponsorship of cul­
tural, artistic, social, humanitarian, and environmental 
programs; 8 percent maximum off the taxable base for edu­
cation, human rights, research, and sports (except soccer); 
and 5 percent maximum for social and community programs, 
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professional associations, and soccer. This law is the result 
of the lobbying and advocacy efforts of NGOs. 

Romanian NGOs have benefited from extensive access 
to foreign training and expertise. In turn, several Romanian 
organizations now specialize in providing training to other 
domestic groups in everything from proposal writing to 

fund-raising to accounting and communication. There is 
ample documentation in Romanian, including an electronic 
newsletter about the field. 

For many Romanian NGOs, 2001 proved to be a diffi­
cult year as funding through major grant programs shrank. 
Some NGOs had to cease their activity altogether. Others 
experienced major upheavals and personnel reshuffling. In 
general, grant money is the primary source of funding for 
Romanian NGOs. Local support is an increasing revenue 
somcc, having gone from 2 percent to 13 percent in just one 
year owing to an influx of EU funds for capacity building in 
local administrations. The EU remains a key donor to Ro­
manian NGOs, while American and other Western bilateral 
funds are drying up. Organizations such as the Open Society 
Foundation have shifted their strategy away from grant mak­
ing and toward operational programs, thus obliterating a vast 
source of domestic funding. Due to the unhealthy economic 
situation, the trend is worsened by a decrease in corporate 
funding and in membership fees. Chart 1 below indicates d1c 
portion ofNGOs using Ii.Inds from various sources. 

Chart 1. NGO Funding Sources 
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Ironically, the decre,1se in grant funds has also had a 
positive effect by forcing NGOs to think more creatively 
about fund-raising. New events such as celebrity auctions, 
corporate runs, and television fund drives have been tested 
recently. A group of lawyers from the Romanian Helsinki 
Committee has also drafted a law to regulate charitable fund­
rnising activities and will present it for discussion to gov­
ernment officials and members of Parliament in 2002. 

Even though NGOs have a relatively high media pro­
file, the perception of their usefulness is mixed. Both state 
officials and the general public have mixed tcelings, owing 
to the number of corruption cases associated with NGOs in 
the last decade. In 200 l, though, NGOs received positive 
media coverage for their involvement in key public interest 
issues <;Uch as domestic violence and corruption . The chart 
below, from the Civil Society Foundation, provides an overall 
summary of public perceptions of NGOs. 
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The organizations in Romania that pride themselves 
most on providing beneficial services arc trade unions. Be­
fore 1989, all Romanian workers automatically belonged 
to a union. Although the proportion belonging to unions 
in 2001 remained high at about 59 percent, the number 
has been decreasing annually as state enterprises have been 
closed. There are no reliable figures on private sector union­
ization, but there arc a number of professional and business 
associations, including about 20 associations that group the 
interests of management. 

Unions in Romania are organized Jt three levels: by 
company, by branch, and at the national level. There arc 
about 15 national trade union confederations, but only 5 
are officially recognized by both the government and man­
agement as interlocutors. These arc the National Syndicate 
ContCderation ( CNSRL-Fratia ), which represents 48 tcd­
erations primarily in the mining sector; the National Union 
Bloc (BNS), which groups 39 tcdcrations in the service, 
automotive, and agricultural sectors; the Alfa Workers Con­
tcderation, which has 29 tedcrations in electronics and in­
dustry; the Democratic Confederation of Syndicates, which 
groups 22 federations primarily in education and culture; 
and the Meridian Confederation, which represents 27 tcd­
erations in heavy industry. 

Article 37 of the Constitution and a law adopted in 
1991 stipulate that trade unions are free to function with­
out political interference and that any such interference is 
illegal. However, before the 2000 elections, the two main 
unions, BNS and CNSRL-Fratia, actually sought political 
influence by trading votes in exchange for representation 
on the PDSR's lists. Thus, the former head of CNSRL­
Fratia, Miron Mitrca, is now the minister of transport, and 
many union heads are now parliamentarians. Most, if not 
all, were elected on the ruling party's lists. 

The Romanian Constitution guarantees the usual civil 
and political liberties, including the right to freedom of 
association, assembly, and expression. Military personnel, 
members of the police force, and magistrates arc forbidden 
from organizing or entering into politics. In 2000, for in­
stance, an association set up by the military was deemed 
illegal and was subsequently dismantled. 

The most vigorous participants in the public sphere are 
labor unions, but tl1cy limit their activities primarily to street 
protests. Street protests an: the method of choice for the gen­
eral public as well. On the political and policy scene, the most 
active actors-other tl1an political parties-remain NGOs. An 
increasing number oftl1ink tanks are doing research and policy 
analysis, but for the moment tl1ey have a better audience abroad 
than in the domestic policy-making process. 

Romania's education system is free of political propa­
ganda and is effective at training students in math and sci­
ence. The system performs less well in the humanities and 
the social sciences, where mind-sets arc hardest to change. 
There arc an increasing number of private educational es­
tablishments, especially in higher education, but their ac­
creditation is problematic. 
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The battle for an independent media was one of the most 
powerful rallying cries of civil society in the early 1990s, 
when the only news available was provided by state radio 



and television and the government's democratic credentials 
were highly doubtful. And precisely because of domestic 
and international pressure, Romania's audiovisual media 
were, paradoxically, among the first in the former Commu­
nist bloc to liberalize. The media scene thus became com­
petitive early on, at first only in the provinces. By 1995, 
though, the country's two main private broadcasters were 
beginning to challenge state-run television at the national 
level as well. ProTV was financed by foreign and repatri­
ated Romanian interests. Antena 1 had more obscure fund­
ing because its founder had been in charge of Nicolae 
Ceausescu's foreign trade accounts prior to 1989. The com­
petition between the two broadcasters quickly improved 
production standards, but for a long time their editorial 
slant remained skewed toward their respective political and 
financial interests. 

By 2001, Romania's media scene was much more com­
plex. The main television station is still state-owned Roma­
nian Television (TVR), which broadcasts on three channels: 
TVRl, TVR2, and TVR International. TVR also has re­
gional stations in Timisoara, Cluj, Craiova, and Iasi. The 
country's other television stations are private. ProTV and 
Antena 1 are now carried on cable and reach about 50 per­
cent of the population. Smaller broadcasters such as Prima, 
Tele 7 ABC, and B 1 TV broadcast primarily in Bucharest. 

Romania's private radio market is smaller but no less 
competitive. State-owned radio broadcasts on five different 
stations. The main state channel, Radio Romania Actualitati, 
reaches almost 95 percent of the population. There are also 
several private FM stations with national reach, including 
Radio Contact, Europa FM, Pro-FM, Uniplus, Delta, and 
Radio 21. Together, they reach 27.86 percent of the pub­
lic, and competition is fierce. For instance, Europa FM, a 
Hachette-Lagardere French investment, has national cov­
erage and competes both with public radio and with the 
network of local radio stations that have limited reach in 
various urban areas. 

The government keeps a tight rein on state television 
and radio, both of which have excellent penetration in the 
countryside. In spite of boasting a financially successful 
record and positive results overall, the general director of 
state-run Romanian Radio was removed in 2001 by the 
governmental majority in Parliament primarily because he 
was a holdover from the previous administration. 

The state no longer funds any print media. Vocca 
Romaniei, a propaganda weekly funded by the government, 
was discontinued in 1996. However, the state finances the 
Romanian Cultural Foundation (FCR), which publishes 
books and monthlies for international distribution. The FCR 
also publishes a major domestic political weekly called 
Dilema. 

With the exception of state-run radio and television and 
the funding extended to FCR, the rest of Romania's media 
is in private hands. The country's main dailies are AdcJ>antl 
(circulation 171,000 per day) and E11cnimcntttl Zilei 
( 135,000 per day). The others, such as Romania Libera, 
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Ziun,]umalttl National, and Libcrtntea, have a daily circu­
lation of less than 100,000 each. In total, Romania's l 5 
national dailies have a cumulative circulation of 1.5 million, 
which represents a decrease of 15 percent compared to the 
figures for 2000. 

Studies show that the total number of persons who read 
newspapers has decreased from 6.25 million (28 .4 percent 
of the total population) in 1999 to 5.51 million (25 per­
cent) in the second quarter of 2001. Part of the reason is 
economic: in times of crisis, newspapers are a luxury. Also, 
the larger penetration of cable and national private chan­
nels in the provinces diminishes the appeal of the printed 
press. 

Romanian media outlets are organized on a commer­
cial basis. However, they are not necessarily totally inde­
pendent or editorially unbiased. The shrinking advertising 
market and huge unpaid debts to state tax authorities have 
had an adverse impact on editorial independence. The best 
example is ProTV, formerly one of Romania's most liberal­
minded broadcasters. In 2001, a personal disagreement be­
tween the station's owner and a presidential adviser turned 
into a political fight. As a consequence, ProTV's $23 mil­
lion debt in unpaid taxes was made public and there were 
rumors that the station was slated for closure. Although the 
broadcaster survived, its criticism of the government disap­
peared. Likewise, the owner of Antena 1 is the head of a 
small party that now belongs to the government. As a re­
sult, the station now abstains from criticizing the govern­
ment. 

Most media outlets are owned by large corporations 
that do not want to cross swords with the state. The writ­
ten press are feisty but sometimes prone to political vendet­
tas. Unbiased opinions or dispassionate accounts of mere 
facts are rare-journalists and newspaper directors are pas­
sionate about their points of view and hence rather prone 
to political ax grinding. But even so, the media have suc­
cessfully performed their watchdog role, unearthing count­
less corruption scandals and exposing abuse. 

Newspapers have been distributed through alternative 
private channels since 1990. The state-owned distributor 
RODIPET handles only 30-35 percent of the market. As 
of2001, two representatives of the publishers' association­
ofwhom one, however, is also a presidential adviser-sit on 
RODIPET's board of directors. 

The Audio-Visual Council should be the main regula­
tory body for television and radio. However, since the 2000 
elections, it has become an increasingly hollow institution. 
For instance, in November 2001, the government arbitrarily 
decided to strip the council of its prerogative to grant fre­
quency licenses and shifted that responsibility to the Com­
munications Ministry, thereby obliterating tlle Audio Visual 
Council's key function. Apparently, the move was made 
without prior consultation with council members. As a con­
sequence, key high-power frequencies will now be licensed 
by a politically appointed minister rather than by an inde­
pendent public authority. 
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Romania's Constitution guarantees press freedom and 
the right to free expression. Aided by international press 
organizations, the country's media outlets have resisted 
governmental attempts to introduce a press law. However, 
more problematic is the persistence in the penal code of 
punishments for hbel in general (Article 205 ), for "the 
distribution of false information" (Article 206), and, most 
worrisome, for libel of public officials (Article 238 ). The 
punishment for libel is two years in prison. For distribut­
ing "false information," the penalty is five years, and for 
libeling public officials, it's six months to five years. The 
Romanian Helsinki Committee has proposed the adop­
tion of the German model, which punishes only libel com­
mitted in bad faith, but arbitrariness can still creep all too 
easily into the definition of "bad faith ." Also, journalists 
are demanding the abrogation of Article 238 (libel of public 
officials) on the grounds that it is unconstitutional. The 
Constitution stipulates that all citizens are equal before 
the law (Article 16). On October 23, 2001, Parliament 
adopted the Law on Public Information, which should help 
give the press and the public more access to nonclassified 
information. 

Romania's main journalistic association, the Romanian 
Press Club, is in fact a publishers' association (most news­
paper directors and publishers are also editors in chief). This 
group is run by an enormously powerful directorate that 
functions much like a cartel, attempting to fix both market 
and editorial positions. Its members are a close-knit and 
relatively closed group of the most entrepreneurial and in­
fluential newspaper directors in the country. The exact num­
ber of women who are part of the club is not known. There 
are tew other media associations. Some, such as the Roma­
nian Journalists Society, have survived since the pre-1989 
days. Others, such as the post-1989 independent Associa­
tion of Romanian Journalists, have disappeared altogether. 

The independent Journalism Center dispenses training 
and defends press freedoms alongside local associations. The 
center is part of a regional initiative supported by American 
funds. 

Figures for the penetration of the Internet are not al­
ways reliable. Some estimates, such as those from the re­
search institute HVB Romania, consider the number as high 
as 1.9 million (8.5 percent of the population). Other esti­
mates, such as those of Roland Berger Strategy Consult­
ants, put the number at under 750,000 (about 3.34 percent). 
There are no legal restrictions to Internet access. The emerg­
ing information technology and communications sector 
holds great promise for the country's future economic de­
velopment, especially since Romanian universities produce 
skilled computer programmers, most of whom currently 
emigrate owing to the lack of domestic opportunities. Tele­
communications access is still limited and expensive, and 
certain legal constraints make it difficult to leverage the 
Internet for electronic commerce or electronic business ap­
plications. In 2001, though, Parliament adopted the Law 
on the Electronic Signature. 

The most worrisome aspect of Romania's media sector 
is its poor financial viability. The current level of advertising 
spending is only $7 per capita (or between six and eight 
times less than that in the Czech Republic, Hungary, or 
Poland). In addition, the proliferation of the media means 
that all outlets cannot be financially viable. Therefore, many 
have been forced to survive through unorthodox means such 
as being sponsored by business moguls who are generally 
associated with political parties, or by accepting gifts in ex­
change for positive coverage, or by being dependent on 
advertising from state-run companies. In fact, many busi­
ness owners consider the media not as a potentially profit­
able business in its own right, but as a means to gain political 
influence, which, in turn, can be traded for financial gain. 
This explains the persistence of a large number of finan­
cially unprofitable media outlets. 
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The Romanian Constitution enshrines the principles of sepa­
ration of powers and government accountability. Although 
the current prime minister thinks that the separation of 
powers is an "obsolete concept" and has sought "more col­
laboration than competition" among state powers, the re­
lationships between legislative and executive authorities can 
still be defined as a system of checks and balances. That is 
because the prime minister must still request from Parlia­
ment a vote of confidence for his cabinet and his 
government's program and because Parliament can still with­
draw its support and dismiss the government. 

Romania has a bicameral Parliament, and each cham­
ber has equal status and identical legislative functions. This 
creates delays and redundancies because botl1 chambers must 
approve all laws. Part of the debate on modifying the Con­
stitution is about this particular issue. 

Article 58( 1) of the Constitution states that "Parlia­
ment is the supreme representative body and the sole legis­
lative authority of the country." However, the proposal of 
legislative initiatives is the prerogative of the government, 
parliamentary deputies and senators, and even citizens. All 
legislative initiatives must be registered with Parliament so 
that they can be debated in commissions and then in the 
plenum. 

The Constitution allows for the delegation oflawmak­
ing authority to the government. For example, under a spe­
cial law, the government may adopt specific kinds of 
ordinances during parliamentary recesses. In addition, the 
government may adopt emergency ordinances that enter 
into force immediately and need only retrospective approval 
by Parliament. 

Romania's legislative process, combined with the 
government's rush to implement reforms, has proved a 



rather lethal combination for parliamentary authority. The 
previous government legislated effectively through simple 
and emergency ordinances in 507 cases. Only 475 norma­
tive acts followed their natural course through Parliament. 
It is interesting to note that this kind of information is not 
available for the current government. The figures for 2001 
were not disclosed, and the only promise given was that 
they would be published in 2004 at the end of Parliament's 
current mandate. 

The forms of parliamentary control arc simple and cen -
sorship motions, questions and interpellations, and any other 
forms of information that Parliament is free to request. Be­
tween 1996 and 2000, there were 9 simple motions and 4 
censorship motions, all of them rejected. There were also 
between 470 and 730 questions and interpellations per year. 
The Constitution requires Parliament to open its sessions 
to the public. However, there is no mechanism for public 
hearings. 

At the national level, the acts of Parliament, the presi­
dency, or the government must be published in the 
Mouitoml Oficial as a prerequisite of their validity. More­
over, the Monitoml Oficia/publishes transcriptions ofnon­
classified debates from both chambers of Parliament. Even 
though a Ministry of Public Information was created after 
the 2000 elections, the European Commission continues 
to deem the amount of information available from the gov­
ernment and from public administrations as inadequate, 
especially information pertaining to social issues. 

A new Law on Local Public Administration went into 
force in May 2001. Proposed by the previous administra­
tion and mandated by EU accession negotiations, which 
require decentralization, the current law represents a con­
siderable improvement over the old law. The most signifi­
cant change is the provision in Article 17 that allows the 
use of ethnic minority languages for administrative purposes 
in localities where at least 20 percent of the population be­
long to the same ethnic group. 

The new law also increases the responsibilities and au­
thority of local councils and mayors. Local administrations 
have their own budgets and enjoy the right to impose and 
collect local taxes. Local budgets include also capital rev­
enues, proceeds from the state budget, and transfers from 
the state budget. However, in practice, the financial rela­
tionship between central and local levels of government re­
mains unclear, and delays in financial transfers from the 
central government have caused problems. 

The legal framework for decentralizing power to local 
government is largely complete. In cachjudct(county), the 
government appoints a prefect who represents the decen­
tralized public services of the ministries and other central 
authorities. At present, the government aims to raise public 
awareness and to fully involve local collectivities in manag­
ing local and regional problems. 

Romania met the short-term EU accession requirements 
on its civil service administrative capacity when it passed 
the Law on Civil Service in 1999. The legal status of civil 
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servants is now essentially in line with Europe.in practices. 
However, the current government has repeatedly violated a 
key provision of the new law regarding the political neu­
trality of public administrations. By using a loophole in the 
law, it has fired large numbers of staff in key ministries, gov­
ernment agencies, and the presidential administration and 
replaced them with politically obedient personnel. The law 
effectively prevents layoffs on political grounds-for in­
stance, after elections-precisely to avoid changes that arc 
disruptive to the creation of a competent and politically 
neutral civil corps and in order to break the pattern of harm­
ful political obedience within the administration . That is, 
under the law, layoffs arc permitted only when an institu­
tion is dismantled. So after the 2000 elections, key govern­
mental bodies were dismantled and immediately reinstated 
under a different name in order to allow for the firing of 
staff who were suspected of political disloyalty. For instance, 
the body formerly known as the Romanian Presidency is 
now called the Presidential Administration Office and is al­
legedly a new institution. 

RULE OF LAW 

1997 
4.25 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
4.25 4.25 4.25 

2002 
4.25 

The Romanian Constitution was adopted in 1991. In the 
last two years, its revision has been the object of some po­
litical debate, especially during the 2000 electoral campaign. 
The debates intensified at the end of 2001. First, the PNL 
has demanded that a formal guarantee rather than mere 
"protection" of property rights be enshrined in Article 41 
of the Constitution. Second, several parties agree that the 
attributes and responsibilities of the two chambers of Par­
liament should be reviewed in order to avoid backlogs and 
duplications. Third, an increasing number of voices have 
proposed that the president be elected by Parliament rather 
than by popular vote. A fourth point that has little reso­
nance inside Romania but is advocated by millions of Ro­
manians abroad is the abrogation of Article 16( 3) of the 
Constitution, which bars persons with dual citizenship from 
employment in public administration and from holding 
elected office. This policy deprives the state apparatus of 
the potential contribution of qualified Romanians trained 
abroad. 

All parties, with the exception of the PRM, agree on 
the need for constitutional reform and have decided in prin­
ciple that a distinct parliamentary committee should be 
formed to deal with the issue. The stated intent is to finish 
the reform process by the end of the legislative mandate in 
2004. Constitutional reform requires the approval oft:wo­
thirds of Parliament and a national referendum. 
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Romani.i's Constitution is interpreted and enforced by 
a Constitutional Court of dcven judges. Of these , two arc 
named by the president, three by the Chamber of Depu­
ties, three by the Senate, and three by the government for a 
term of nine years. At the request of a ..:ertain number of 
parliamentarians, the Court can determine the constitution­
ality of new legisl.ition. If legislation is deemed unconstitu­
tional, it must be abrogated . However, Parliament can 
override the Court's decision with a two-thirds majority 
vote . In 2001, there was one key instance in which the op­
position asked the Constitutional Court to rule on pro· 
posed legislation . The case involved a controversial bill that 
would have given inordinate powers to the secret services, 
the successor to Ceausescu's political police. The Court 
rejected the proposed legislation but did so on procedural 
rather than substantive grounds. 

After the adoption of a new criminal code in 1996, sev­
eral of the law's articles were deemed abusive of human rightc;. 
In I 997, the Parliamentary Assembly of the Council of Eu­
rope asked Romania to abrogate Article 200 on making ho­
mosexuality a crime, Article 205 on libel, Article 206 on 
calumny, Article 238 on insulting public officials, and Article 
239( 1) on abusive language. The only action Romania has 
taken thus far, under heavy international pressure, is the ab­
rogation in 200I of Article 200. The Chamber of Deputies 
has reduced the sentences for violating the other articles, but 
in the absence of agreement on the part of the Senate, the 
constitutional provisions themselves cannot be modified. 

Under the Constitution, "a person's freedom and se­
curity are inviolable." Searches, detentions, and arrests are 
also very strictly regulated . For instance, the law says that a 
person cannot be held more than 24 hours without the is· 
suance of a proper warrant by a prosecutor. The warrant's 
duration is between 5 and 30 days and can be prolonged 
only by a court. On occasion, though, abuses of these pro· 
visions arc still reported. International human rights asso­
ciations such as the Romanian Helsinki Committee have 
documented detentions without warrants and beatings of 
detainees. 

Although human rights include property rights, these 
arc only "protected," not guaranteed, under the Constitu­
tion. There is considerable evidence that the PSD and cspe· 
cially President Ion Iliescu do not wish to extend property 
rights any forther. In fact, the president has repeatedly noted 
his disdain of private property. He even went so far in 2001 
as to call it "a whim." 

The state occasionally fails to enforce sentences in 
which owners receive their property back after a lawsuit. 
Another problem is associated with the recent passage of 
Law I0/200I on the "restitution of property abusively 
confiscated by the Communists," which enshrines the sale 
of such property by the state to tenants in the early 1990s. 
The original owners can no longer sue the state for the 
improper sale but, instead, will have to accept compensa· 
tion by the state, most likely in the form of shares in bank­
rupt state-owned enterprises. 

Romania 'i. Constitution guarantees freedom ofrcligion . 
Yet property rights issues also weigh on the restitution of 
church property. The Communist Party had confiscated the 
belongings of the Greek Catholic Church as well as those 
of other religious groups, and such cases have not been re ­
solved to this day. 

Article 6 of the Constitution recognizes and guaran­
tees minority rights, including those of religious minorities. 
Although this provision recognizes the rights of minorities 
"to develop a specific ethnic, cultural, linguistic, and reli­
gious identity," it also seeks to ensure equality and nondis­
crimination among Romanian citizens, thereby introducing 
potential arbitrariness in the provision. In addition, since 
the European accession process demands better integration 
of the Roma minority, in 2001 the government passed an 
emergency ordinance on improving the group's situation. 
At year's end, the first steps had been taken to implement 
the ordinance, including the creation of a monitoring com­
mittee and the naming of Roma advisers in county prefec­
tures . The government has also legislated the creation of a 
National Council for the Elimination of Discrimination. To 
date, though, the council remains a well-intentioned idea 
that has not yet materialized . 

Romania has more than 3,000 judges. Of all these, 25 
magistrates and 8 prosecutors are, as of this writing, being 
tried in criminal cases. In addition, although the justice 
minister has tried to distance herself from politics, the pub­
lic still considers the justice system partisan and corrupt. 
Judges and policemen, for instance, are among the "most 
distrusted," according to public opinion polls. There have 
also been many recent allegations of judges and police of· 
ficers being bribed; however, there is little evidence to con­
firm such charges. 

The political independence and neutrality of the justice 
system is not always obvious. Since judges and prosecutors 
are considered magistrates, it is difficult to establish a clear 
dividing line between judicial and executive powers. As a 
result, there arc several ways in which political interference 
can creep into the system, including in the very process of 
selecting magistrates, who are named by the Justice Minis­
try and by the Magistrates' Council rather than by a com­
pletely independent body. Political interference also occurs 
through political discourse. That is, politicians make public 
statements that have a tendency to get implemented as court 
decisions. Such was the case with a recent political state· 
ment about the desirability of favoring tenants in cases of 
property restitution. Once mentioned, the idea quickly be­
came quasi court policy. 

Another famous case of interference was the decision 
at the beginning of 2001 to reopen the trial of two gen er· 
als who were involved in the December 1989 shootings of 
civilians during the Romanian revolution. The two had 
been tried and found guilty in 2000 under the previous 
administration yet were freed for the duration of an ex­
traordinary appeals procedure that the new prosecutor­
general initiated after the 2000 elections. The prosecutor 



reopened the ca-;c just after both the president and the 
prime minister publicly described the original sentencing 
as "unfair." Even more simply, interference in the justice 
system can be overt, such as the case of the recent letter 
sent to the minister of justice in which a prefect recom­
mended a certain candidate for the presidency of a county 
tribunal. The minister did not follow suit. 

The 'tatc docs provide public ddendcrs and free inter­
preting services when needed. In 200 I, a new system wa.<; 
set up that in effect privatizes the judicial enforcement time 
tion. With the adoption of a new law in May 2001, 351 
former state employees became independent judicial execu­
tors. It i~ unclear whether these new private entities will be 
able to hold the state accountable for the enforcement of 
judicial decisiom. 

Corruption 
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The Romanian Constitution states that membership in 
the government is incompatible with membership in any 
other state office except Parliament. Likewise, the 2001 
Law on Reorganizing the Government also prevents cabi­
net members from holding positions in the private sec­
tor. Nevertheless, such provisions are rarely enforced . 

The political system's endemic lack of transparency 
makes it difficult to ascertain whether public officials have 
improper ties to private business. However, the press has 
recently exposed several high-ranking government offi­
cials as having personally benefited from the public poli­
cies they implement . For example, the secretary of state 
in the Transportation Ministry has ties to a construction 
company that has received important procurement con­
tracts from the city in which his brother serves as mayor. 
Also, several business and corruption scandals shroud the 
current president of the Senate-a former prime minis­
ter, whose involvement in private business remains . More 
generally, concomitant involvement in public as well as 
in private business remains a thorny issue . One statistic is 
telling: In 2001, Romania's parliamentarians collectively 
held more private corporations than there were actual 
members of the legislature. Many of these firms receive 
preferential treatment in bidding for public contracts. 

One of the difficulties with prosecuting corruption 
stems from legal ambiguity. Legally, "conflict of inter­
est" remains an elusive offense. "Conflict of interest" is 
not clearly regulated in a single law but, rather, is the 
subject of multiple pieces of legislation. Also, terms and 
legal concepts differ between Western countries and a 
country like Romania, where the notion of "conflict of 
interest" docs not exist pc1· sc and is often replaced with 
the much narrower notion of "incompatibility." Unfor­
tunately, "incompatibility" has a much narrower mean-
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ing and doesn't address obvious problems such as nepo­
tism and cronyism. 

This, however, points to a larger problem of political 
culture. In a country where, before 1989, allegedly every­
one held only one common interest, it was unconceivable 
to regulate conflict between public and private interests, 
since the latter, in theory, did not exist. As a consequence, 
Romania's political cultme still suffers from a lack of real­
ism. For instance, at the University of Pitesti, no student 
in a recent graduating class of the School of Public Ad ­
ministration could give a dear, crisp definition of "cor­
ruption." Everyone knew that "corruption means doing 
something wrong or against the law," but not a single one 
could articnlatc the idea that it involves using public of­
fice for personal gain. This is partly explained by the Com­
munist-era mind-set, which found it acceptable for public 
officials to use their positions for private ends. 

Romanian law sanctions corruption with imprison­
ment. It also asks public officials, including the manag­
ers of state-owned enterprises and public utilities, to file 
statements about their financial situation at the begin­
ning and at the end of their mandates. But since these 
statements arc not made public they have practically no 
effect. In addition, no case has been prosecuted based on 
these declarations. 

On paper, there arc conflict of interest ("incompat­
ibility") rules for the following categories of officials : the 
president of Romania, members of Parliament, magistrates 
(judges and prosecutors), government ministers, secre­
taries of state (deputy ministers), and elected local offi­
cials. The financial disclosure requirements apply to these 
categories as well as to pe rsons who hold management 
positions in the central bank, public utilities, and state­
owned enterprises and to appointed public officials at 
central and local levels. 

According to Transparency International, "the over­
whelming part of corruption cases brought into the Ro­
manian courts oflaw in the last ten years have concerned 
low-level civil servants ." Cases of racketeering are, in 
theory, judged according to the criminal code, yet the 
offense is not spelled out as a distinct crime. Even the 
term is not translatable in Romanian-though the prac ­
tice clearly exists . A new National Department for Com­
bating Corruption and Organized Crime (DCCOC) in 
the General Prosecutor's Office was established in 2000 
at the initiative of former President Emil Constantinescu . 
This office is attached directly to the Supreme Court of 
Justice. Its aim is to centralize the information received 
from institutions involved in anticorruption cases . Re­
gional Departments for Combating Corruption and Or­
ganized Crime are attached at the local level to county 
appeals courts. There arc opposing opinions on the ad­
equacy of the existing legal framework : one deems it suf­
ficient but considers lack of enforcement as the main 
problem, the other claims that the legal framework is 
obsolete and should be changed. 
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The Romanian Court of Audit (CAR) is the highest 
audit authority. lt performs public sector external audits, 
including reviews of the legislative and executive branches 
of government. The CAR is mandated by Parliament and 
consists of 2 5 auditors who are appointed for six years. A 
special government ordinance establishes that in public 
institutions there should be l internal auditor for every 
25 staffers. Even though Romania has taken key steps to 
comply with international standards, the legislation is not 
yet entirely compatible with that of Western countries. 

Recently, the Romanian government adopted the 
country's first comprehensive anticorruption strategy that 
addresses both prevention and law enforcement. The pro­
gram is being coordinated by the National Committee 
for the Prevention of Criminality, which was established 
in July 2001. However, thil> committee is an ad hoc 
interministerial body and has no independent institutional 
authority. Since the committee has failed to meet regu­
larly thus far, its effectiveness is still unclear. 

According to Transparency International, "No lead­
ing government official at the national level has been in­
vestigated and prosecuted in the past year. Only a small 
number of officials at the local level have been pros­
ecuted." However, in 2001, an unusual number of cases 
were brought against magistrates. Even though there is 
considerable distrust about the motives behind this in­
crease in prosecutions, the government has pledged that 
the fight against corruption will not be used as a political 
instrument. However, at least one recent case appears to 
be a political act of retaliation . The head of the Central 
Anticorruption Agency who investigated President Iliescu 
in 1992 was removed from office and expelled by the 
Justice Ministry in 2001. 

Romania is plagued by an extremely heavy and cum­
bersome bureaucracy, and this in part explains the high 
incidence of corruption. In addition to increasing op­
portunities for bribe taking, bureaucratic complexity is 
responsible fur a high level of arbitrariness in administra­
tive decision making, which sometimes gets mistaken for 
petty corruption. Also, excessive regulations, administra­
tive controls, and inspections are stifling the activities of 
the private sector. Even though the registration proce­
dures were simplified in 2001, small and medium-size 
enterprises (SMEs) still have to comply with numerous 
registration and approval procedures. The cost of com­
pliance is enormous. According to a May 2000 report by 
the U.S. Agency for International Development and the 
Center for Institutional Reform and the Informal Sector, 
during 1999, "a typical firm in Romania was required to 
obtain between 23 and 29 different approvals, authori­
zations, licenses, permits, etc. These approvals cost be­
tween 49 and 102 employee days . After completing each 
application, the typical firm waited between 34 and 101 
days for the relevant approval. Once established, a typi ­
cal firm was inspected between 11 and 23 times. Time 
spent preparing the documents requested by inspectors 

amounted to between 14 and 39 days. Time spent wait­
ing for relevant certifications after inspections were com­
plete amounted to between 13 and 20 days." 

In 200 l, the government issued an emergency ordi­
nance on consolidating the registration process for busi ­
nesses within a single bureau. However, the effectiveness 
of the measure remains unclear since it only merges the 
locations for obtaining permits rather than reducing the 
actual number of authorizations needed. On the positive 
side, the time frame for receiving replies to applications 
is now set at a maximum of 20 days. 

In 2000, the World Bank completed a survey about 
practices and corruption perceptions that showed that 
42 percent of all households and 28 percent of all com­
panies had to pay bribes or gifts to public officials; 38 
percent of the public officials interviewed reported that 
they had received gifts or bribes. Most households pay 
bribes to health care officials and public utilities repre­
sentatives, while corporations primarily bribe customs 
officials and export/import licensing authorities. 

According to Transparency International (Tl), "In 
comparison with other Stability Pact Anti-Corruption Ini­
tiative (SPAI) countries, the Romanian public tends to 
be less accepting of the existence of corruption in soci­
ety. Romanian involvement in corrupt practices, on the 
other hand, is viewed as higher than average in compari­
son to other SPAI countries, while the public is generally 
more pessimistic than most of its neighbors." TI also 
deems Romanian public education efforts on corruption 
as insufficient. A handful of NGOs currently fill the gap 
by initiating civic education programs about integrity and 
corruption issues. Transparency International is also mak­
ing available to the public its Legal A11ti-Co1·1·11ptio11 Mca­
stt1·es in the Romanian Public Seeto1· report. 

Transparency International ranked Romania 69th out 
of 91 countries in its 2001 Corruption Perception In­
dex. Romania was ranked 68th in 2000, 63rd in 1999, 
and 6lst in 1998. This downward trend shows that de­
spite attempts to create and apply effective anticorrup­
tion programs, little progress has been reported. The 
2001 scores of Romania's neighbors are: Hungary 31, 
Bulgaria 4 7, Moldova 63, and Ukraine 83 (out of 91 
countries) . 

Corruption is probably the most significant political 
issue currently under active public debate. The American 
ambassador to Romania has stated that the Romanian 
government's failure to embark on a real and politically 
neutral anticorruption campaign may seriously harm the 
country's chances of joining NATO at the end of2002. 
Officials of the European Union have sent the same kinds 
of signals. 
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The Romanian transition has been at its most erratic in the 
economic domain. Eleven years of zigzagging policies and 
a general reluctance to implement reforms out of a fear of 
their political costs have not been without consequence: in 
spite of some hopeful signs, Romania is last in line for ac­
cession to the European Union. The year 2001, though, 
was marked by substantial growth-4.9 percent-possibly 
the highest in the region. This economic upturn began in 
2000 after the previous government paid over $2 billion in 
debt and started encouraging exports. The increase in ex­
ports (9 .8 percent year-on-year) was also responsible for 
much of the growth in 2001. Nevertheless, Romania has a 
persistent trade deficit, which in 2001 reached $4.166 bil­
lion owing to an even more rapid increase in imports to 
$15 .552 billion. 

During the period covered by this report, inflation 
dropped from a high of 44 .9 percent in 2000 to 30.3 per­
cent. In mid-2001, the external debt was $10.7 billion, $1.8 
billion higher than a year ago. At the same time, foreign 
exchange reserves increased from $2.1 billion in 2000 to 

$3 .6 billion in August 2001. 
Much of the economic improvement since 2000 has been 

based on increased exports and progress in restructuring and 
privatization. These changes will increase medium- and long­
term economic competitiveness. Confidence in the economic 
upturn even led Standard & Poor's to upgrade its ratings for 
Romania and change its outlook to "positive." 

A total of 7 ,485 state companies have been privatized 
in the last 11 years, and only 600 remain on the lists of the 
Authority for the Administration of State Assets. However, 
the remaining companies arc the least profitable of the lot. 
They persistently produce large arrears and create the big­
gest drain on the state budget. In 2001, 127 companies 
were privatized, netting 9,822 billion lei (approximately 
$337,897), which represents one-third of the social capital 
available at the beginning of the year and a 1.56 percent 
increase vis-a-vis the previous year. Among the privatizations 
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in 2001 were Banca Agricola, SIDEX Galti, Rafo Onesti, 
Hidromecanica Brasov, Argcsana Pitesti, and Navigatia 
Fluviala Romana. At the end of 2001, the privatization 
agency was left with 19 ,927 billion lei in assets ( $685,530) . 
The last "crown jewels" arc Banca Comerciala Romana 
(BCR), ALRO Slatina, and ALPROM Slatina. 

International organizations and the European Union 
have considerably helped the government pursue an accel­
erated pace in privatization and economic restructuring. The 
EU has initiated the RICOP program for the preparedness 
of companies in view of privatization. Likewise, the World 
Bank's Private Sector Adjustment Loan Agreement has 
helped the government restructure 62 large state-owned 
companies and 1,500 small and medium ones. PSAL also 
helped the government liquidate the bankrupt Bancorex, 
which had made numerous unprofitable loans based on 
political rather than economic criteria. A PSAL II Agree­
ment is under negotiation. Although a second IMF line of 
credit has been postponed, one hopes this will not affect 
the signing of PSAL II, which reaches 300 million euro and 
includes the privatization of20 companies. 

Over the years, some privatization deals have been sus­
pected of involving corruption, primarily because of their 
lack of transparency. These allegations have also been used 
as opportunities to score political points on both sides of 
the political aisle. More worrisome, however, is the fact that 
in 2001 the government canceled a privatization deal for 
TEPRO Iasi, which had been bought by a Czech company. 
The government Is also in arbitration court over the 
privatization of the Resita Steel factory, which was bought 
by Noble Ventures, an American concern. The government 
has justified its decisions to rescind privatization contracts 
on the basis of the alleged failure of foreign investors to 
honor contractual obligations. To address the problem, the 
state authority in charge of privatizations has added a new 
monitoring department to ensure compliance with contrac­
tual obligations. 

For the last 11 years, the Romanian economy has fol­
lowed a boom-bust pattern . Interestingly, it has been an 
anticyclical pattern, so that when the world economy has 
been in recession, the Romanian economy has followed an 
upward trend. For the moment, Romania has retained a 
growth trend that began in 2000. With a 4.9 percent in­
crease in GDP, the economy shows one of the highest 
growth rates in the region . 

Bank assets represent only 29 percent of Romania's 
GDP, compared with an average of 68 percent in the rest 
of Eastern Europe. Although only 50 percent of bank as­
sets are in private hands, this rate is expected to reach 80 
percent after the privatization of the Commercial Bank of 
Romania (BCR). The bank, Romania's largest, will be 
privatized in 2002 . The state owns 70 percent of BCR, 
and the rest belongs to the five state-owned, but theoreti­
cally independent, investment funds. BCR's profits were 
$146 million in 2001. The state intends to sell only a 51 
percent share. 
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In 2001, .1 set of new h1ws wai. adopted to modify the 
statutes of both the NationJI Bank of Romania (BNR) and 
the country's commercial banks . In addition, a Law on the 
Bankruptcy of Banks was adopted . Together, these laws will 
help BNR more etkctively control banking activity and make 
it much more difficult for banks to avoid bankruptcy. Among 
other things, the laws provide a workable definition of de­
fault: the impossibility to pay a liquid debt in a maximum of 
7 working days. 

After almost a year of negotiations, the government 
signed a new standby agreement with the IMF in October 
2001. The agreement, for $380 million, is valid for 18 
months. As part of the agreement, the government pledged 
to continue privatizJtions (including that of the BCR), to 
eliminate subsidies for electricity (which will increase by 3.6 
percent each month in the winter), to reduce the number 
of civil servants and other public administration staff, and 
to establish a 3.5 percent ceiling on the budget deficit. The 
IMF agreement will help the government obtain almost $1 
billion in loans, a considerably larger amount than the ap­
proximately $600 million it received between 1998 and 
2000. Predictions for 2002 are tor growth of around 5 per­
cent, inflation of 22 percent, and a deficit of 3 percent. 

In spite of the current economic growth, there arc a 
few areas of concern, such as growing arrears. The unpaid 
debts of public companies now amount to a staggering 50 
percent of GDP. Also, at a 30.3 percent annual rate, infla­
tion remains exceptionally high. Finally, the current account 
deficit is growing and is expected to reach $4.4 billion-an 
amount that will put pressure on the national currency, the 
leu, and provoke an increase in inflation. Last but not least, 
foreign direct investment in Romania remains low, in spite 
of FDI growth in 2001 of 21 percent. The leu itself re­
mains relatively steady owing to the influx of $600 million 
per year from the EU and to the contribution of almost $1 
billion a year from Romanians working abroad. 

The Romanian Constitution "protects" but does not 
guarantee property rights. This ambiguity has resulted in 
considerable political debate over the last decade. Romania's 
new restitution law, adopted in 2001, is probably the latest 
example. Rather than returning property to former owners, 
the law in effect enshrines the state's illicit sale of property to 
tenants in the early 1990s. In fact, the law essentially makes it 
legal for the people now in power to have sold property to 
themselves when they were in power the first time. In addi­
tion, the compensation the law provides when property can­
not be given back in kind is at the mercy of local 
administrations that are cash poor and cannot afford to pay 
market rates. Thus, the law allows the state to offer shares in 
state-owned properties as compensation. The problem is that 
the only properties left are bankrupt. To make matters worse, 
in Bucharest, the mayor (elected) and the prefect (named by 
the government) arc at odds on matters of restitution. The 
mayor applies the law and restitutes available buildings, while 
the prefect suspends the mayor's decisions. 

On the other hand, an encouraging sign of economic 

liberalization has been the suspension of subsidies for heat, 
electricity, and other utilities . That's the good news. The 
bad new~ is that the 3.5 percent increJse per month is more 
than many Romanians can afford. 

An i111:reasc in FDl is the pan.1cea everyone hopes for. 
Fluctuations in FDI arc the rc!>ult of an unsettled macro­
ccotH>mic climate, an unstable legislative environment, and 
relatively high inflation. But a large share of responsibility 
t<.1r the low level of investment in general-and fDI in par­
ticular-is borne by Romania's all too controlling state. For 
a business to open, it must complete 83 pages of forms. As 
mentioned in a previous section of this report, the consoli­
dated registration office set up by the SME Ministry is a 
step in the right direction. However, the quantity of paper­
work is not affected by this measure. Another measure des­
tined for SM Es is the newly introduced turnover tax, which 
simplifies matters on the one hand but, on the other, penal­
izes enterprises that arc operating at a loss. 

To improve Romania's attractiveness to foreign inves­
tors, the government opened a new department in 2001 to 
deal with those planning to invest $10 million or more . 
Some have critidzed the move as increasing arbitrariness. 
Other measures meant to draw investment arc more closely 
related to the newly signed IMF memorandum, which 
among other things demands uniformity in dealing with 
tax and customs duties and suggests a limit on items that 
are exempt from VAT. Excise taxes will be brought in line 
with European Union levels. To further reduce the pres­
sure on the current account deficit, some of the privileges 
recently granted to SMEs may be taken back. Remaining 
subsidies, especially on energy prices, will also be liberal­
ized. The EU accession negotiations include the privatization 
of utilities. Thermal power production units will be priva­
tized in an accelerated rhythm of two per year so that by 
2004, 25-30 percent will have been privatized. At the same 
time, the state-owned oil company PETROM has been listed 
on the stock exchange in an attempt to inject market disci­
pline and transter shares into private hands. 

In addition to focusing on attracting investments, the 
government is keen on preventing the brain drain of 
Romania's youth-a problem that is especially manifest in 
the high-tech industry. Along with a new legislative pack­
age on the regulation of e-commerce, the government de­
creed a tax exemption on wages for programmers in the 
inform.nion technology and communications sector, as well 
as for some other occupations. 

Romania's economic hardships have primarily aftected 
the working class and pensioners. Average wages remain 
among the lowest in Europe, at $151 per month. The net 
average is $104 per month, which represents an increase of 
$10 over 2000. GDP per capita is $1,633, or $5,928 at 
purchasing power parity. This represents 26 percent of the 
purchasing power parity in Germany and about half that in 
neighboring Hungary and the Czech Republic. In Roma­
nia, a country that was once known for its resources, real 
poverty (defined by the World Bank as "people living on 



less than l dollar a day") has become a serious problem that 
affi:cts 41 percent of the population. This has natural reper­
cussions on health and other human development indic.i­
tors. Lite expectancy is only 67.03 years for men and 74.20 
for women, and infant mortality is among the highest in 
Europe at 18.6 per 1,000. The birthrate is equally low, reach­
ing 10.4 per 1,000 in 2000. General mortality has improved 
slightly, going from 11.8 per 1,000 in 1999 to 11.4 per 
1,000 in 2000 and 200 l. These factors, including a high 
rate of emigration, have led to a decrease in the total popu· 
lation from 23 million in 1989 to 22.4 million in 2001. 

Reforms in the health care field began several years ago 
with the Law on Health Insurance. Every employee now 
pays 7 percent and every employer matches with another 7 
percent contribution for health benefits. This law, in effect 
since 1998, has raised available funds for health care to .i 
tot.ii of 5 percent of GDP ( 4 percent public expenditures 
and l percent private). However, the implementation of 
the law remains problematic: hospitals cannot pay their bills, 
and pharmacies arc having difficulty honoring prescriptions 
for medications for which they should be reimbursed. The 
financial Aows from the Ministry of Finance, which collects 
the funds, to the county insurance company offices, which 
distribute them, arc not yet functioning efficiently and are 
creating blockages in the system. 

Romania's pension system is also awaiting thorough 
reform, and experts consider the pay-as-you-go formula a 
"time bomb." Romania has more pensioners than working 
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people at .i r.itio of roughly six to four. A low retirement 
age, early retirement, and abuses of disability pensions .ire 
but some of the reasons for the current problem. Although 
the last administration contemplated the introduction of .i 
new private pension syste111, those plans were tabled afi:er 
the 2000 elections. Since then, the new administration has 
been unwilling to tackle the issue in light of the disastrous 
crash of the FNI investment fund. However, on April 1, 
2001, a new Law on Pensions w.i~ adopted. It raises the 
retirement age fro111 5 7 to 60 for women and from 60 to 65 
fr>r men and tries to curb many of the abuses. 

A number of observers believe the new pension law is 
too timid. In contrast, workers did not welco111e the move at 
all, .ind tensions finally erupted in protest in November 2001. 
The public sector's health care and education personnel led 
demonstrations that were impressive not so much for their 
intensity as for their broad base of support. Protest organiz­
ers charged that the government had broken pledges it made 
to trade unions at the beginning of its mandate. Indeed, the 
submitted state budget was austere and, together with re­
form of the pension system, contributed to restricting extra 
benefits that had been lavishly available in the past. 

Sandni Pmlo11g is president of the Sy11cwy G1·011p, a research 
and comm1mication cmmtlting ftnn in Bttchm·cst. T71is re­
port Jllas prcpm·cd with the assistance of Mircla Apostol; data 
J11cre gatlw·cd by Adrian Baboi, Ramona L11p11, and Mihai 
T11doroi11. 
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NATIONS IN TRANSIT SCORES 

~ ~ and 1' 1' indicate score 
changes of .25 or more. ~and 1' 
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1997 

3.80 

na 
3.50 

1998 1999-2000 

~~ 4.10 ~~ 4.25 

na 5.25 

~~ 3.92 ~~ 4.33 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 
GDP per capita($) 2,276.9 2,828.8 2,902.7 1,878.6 1,330.0 

Real GDP growth(% change) -4.1 3.5 0.9 -4.9 5.4 

Inflation rate 197.7 47.8 14.7 27.6 86.1 

Exports ( $ millions) 82,913.0 90,564.0 89,008.0 74,883.0 75,306.0 

Imports($ millions) 62,188.0 67,630.0 71,645.0 57,783.0 39,460.0 

Foreign Direct Investment ( $ millions) 1,663.0 1,665.0 4,036.0 1,734.0 746.0 

Unemployment rate 8.5 9.6 10.8 11 .9 12.6 

Life Expectancy (years) 64.8 66.0 66.7 67.0 66.0 

2001 

4.63 

~ 5.38 

~ 4.1 7 

2000 
1,784.0 

8.3 

20.8 

105,565.0 

44,862.0 

-346.0 

10.5 

65.3 

2002 

~ 4.81 

5.38 

1'1' 3.92 

2001 

2,137.2 

5.5 

21.4 

102,000.0 

51,600.0 

2,000.0 

9.0 

66.0 



INTRODUCTION 

A the 10-year mark of communism's fall, Russia trails 
.i number of its former socialist comrades in terms 

. of democratization and the introduction of a mar­
ket economy. The Russian Federation is an electoral de· 
mocracy in which the citizenry possesses formal political 
rights, such as the right to \'Ote and to compete in regular 
competitive elections, but civil liberties arc less .~ecure. Al­
though widespread election fraud is not the norm, elite ma­
nipulation and irregularities abound, especially in the 
provinces. According to polling done in September 2001, 
only 14 percent of Russians think that Russia is a demo­
cratic state, whereas 60 percent believe their votes will not 
change anything. 

Unlike in its Eastern European counterparts, there has 
been no real test of democracy in Russia during a govern· 
mental transition. That is, Boris Yeltsin yielded power to his 
handpicked successor, Vladimir Putin, in a legal, though 
dubious, scenario that disadvantaged an already fractured 
reformist elite. Owing to Putin's strong stand against so­
called Chechen terrorism and a media that has been severely 
stripped of its independent voice, the antidemocratic ten­
dencies of this former spy chief have yet to hurt him politi­
cally. Even though a recent critique of polling methods used 
in calculating Putin's approval ratings cast some doubt on 
the high figures that regime supporters routinely quote, no 
opposition figure stands ready to challenge him. 

Coming to grips with the Putin factor is crucial for un­
derstanding the nature and dynamics of the Russian political 
system. This enigmatic leader still defies precise description 
because, like his predecessors, he exhibits both reformist and 
autocratic tendencies. In 2001, for example, Putin at times 
seemed more open to the domestic and foreign press. He 
held larger press conferences and even allowed some of them 
to be broadcast live. However, when met with greater criti­
cism in the media, Putin also orchestrated legal maneuvers to 
squelch what little remained of an independent press. Well­
known political analysts such as Lilia Shevtsova emphasize 
that these paradoxical traits have created both opportunities 
and pitfalls. Putin's rise to power was seen as a symbol of 
continuity witl1 tl1e Yeltsin regime. Yet paradoxically, Putin 
has had to dism.intle Yeltsin's system, and his cold-blooded 
pragmatism has enabled him to take difficult steps such as 
pushing t11rough the land code on the domestic front and 
suddenly shifting to a pro-American stance in foreign policy 
in the wake of September 11, 2001. 

For many Russians, Putin's matter-of-fact approach is 
a stabilizing political force and a substantial improvement 
over the political turbulence that was characteristic of the 
Gorbachev and Yeltsin eras. Russia's legislature and judi­
ciary exert little control over the executive, and its substan­
tial Communist opposition has yet to successfully transform 
the social and economic deprivation of the post-Commu­
nist era into political capital. Some observers of Russia ar-
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gue that Putin-style stability comes at the expense of true 
political competition, and they describe the country's cur­
rent political system as "managed democracy." 

Real power in Russia, then, is found not in compet­
ing branches of government or in the interplay of politi­
cal parties, but, rather, in the favor bestowed upon those 
groups close to the executive. Here to some extent Putin 
shares Yeltsin 's predilection for balancing the factions of 
Russia's political and economic elite by playing them off 
each other. One important group comprises leftovers from 
the Yeltsin-era elite, the most prominent members of 
which are Prime Minister Mikhail Kasyanov, Chief of 
Presidential Staff Alexander Voloshin, and Voloshin 's 
aides, Vladislav Surkov and Igor Shuvalov. Another pow­
erful faction is made up of the so-called silo11iki (hard 
men), whom Putin brought to Moscow from St. Peters­
burg. Included in this group are Nikolai Patrushev, head 
of the Federal Security Service (FSB); Vladimir Ustinov, 
prosecutor-general; and Sergei Pugachev, president of 
Mezhprombank. Although he first served under Boris 
Yeltsin, Sergei Stepashin, the head of the Audit Cham­
ber, is also considered part of this group. 

At the end of 2001, some analysts of Russia witnessed 
what they feel was the initial phase of battle between 
Yeltsin 'sold guard and Putin's St. Peters burgers. In what 
appeared to signal another purge of Yeltsin holdovers, le­
gal proceedings were launched against the prominent me­
dia tycoon and oligarch Boris Berezovsky and Railways 
Minister Nikolai Aksenenko. Likewise, announcements by 
a pro-Kremlin television network that Voloshin had been 
fired caused confusion regarding his status. At the end of 
the year, Voloshin remained in office, though still under 
investigation. To many observers, these steps looked more 
like a struggle among political clans than an alleged anti­
corruption campaign, with the new St. Petersburg clan 
struggling to take property away from the groups that had 
prospered under Yeltsin. In response to similar events, Boris 
Berezovsky published a letter in Nczm1isimaya Gazcta in 
which he lamented that Putin's "dictatorship of law" is 
turning into a "law of dictatorship." The missive also called 
upon Voloshin, Kasyanov, Unified Energy Systems chair­
man Anatolii Chubais, and all those who were considered 
part of Yeltsin 's political family to quit their positions and 
create a liberal opposition. 

For most Russians, politics has become boring as forces 
that should constitute an opposition have gradually been 
tamed or co-opted by the Putin regime. The Federation 
Council has been muted, and the State Duma remains con­
trolled by forces that are sympathetic to (or controlled by) 
the president. As a result, virtually nothing stands in the 
way of Putin's initiatives. In part, this consolidation of 
power has taken place because Russia lacks a developed 
party system. Although some party formation and con­
solidation took place at the federal level in 2001, political 
parties remain the Achilles' heel of Russia's democratiza­
tion efforts as poorly developed, leader-centric bodies. 
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Corruption is also rife since the notion of "conflict of 
interest" h.1-; not been widely assimilated. Politicians ofi:en 
combine executive power with a direct or indirect interest 
in busine~sc~ that arc affected by that power, and governors 
and regional oligarchs continue to abuse the electoral pro· 
cess for their personal gain. Although President Putin cam· 
p•1igncd in 2000 on reining in the regions, scarcely a year 
later, the federal government's ability to influence the ac· 
tions of regional g<wernmcnts has not improved. Hence 
the struggle for the center to extend greater control over 
the provincial periphery-a centerpiece of Purin 's mitial 
presidential plan-proceeds sluggishly in the guise of legal 
victories that have not been translated into the significant 
shift of power that Putin promised. 

Russia's domestic political scene has provided Putin 
enough political cover to take more risk~ in the interna· 
tional arena, including entertaining closer relations with 
NATO. On December 6, 2001, at a joint session of foreign 
ministers from Russia and NATO's 19 member states, the 
creation of the NATO-Russia Permanent Joint Council was 
announced. Although this pro-Western shift did not pre· 
vent the United States from abrogating the ABM treaty, 
it remains unclear whether Russia's support for America's 
war on terrorism will pay important dividends. According 
to Putin, "The overwhelming majority of Russians want to 
live in conditions governed by effectively functioning 
democratic institutions ... want to live in social market 
conditions ... and want to be able to enjoy all the benefits 
that normal modern democratic society offers." There is 
some hope, then, that Russia's greater opening to the 
Westwilcneouragea more generous environment for eco· 
nomic concessions (such as rescheduling debt payments or 
gaining entry into the WfO) that have the potential to aid 
Russia's domestic economic reform. It is doubtful, though, 
that Russia's overtures to the West will also further the cause 
of democratization, particularly since the West now seems 
prepared to accommodate Russia's brutal campaign in 
Chechnya. Although NATO secretary-general Lord 
Robertson said during a November 2001 visit to Moscow 
that NATO's position vis-a-vis Chechnya has not changed, 
it is clear that Western criticism of Russia's own so-called 
war on terrorism has been seriously toned down . As 
Robertson was quoted as saying, "We understand even more 
graphically what Russia has had to experience from terror­
ism emanating from Chechnya because of what happened 
in New York and Washington." 

Indeed, America's war in Afghanistan has provided 
Russia an opportunity to recast its two-year military cam­
paign in the mainly Muslim republic of Chechnya as a battle 
against militants supported by the Taliban and Osama bin 
Laden's al-Qaeda network. Moscow's actions to win over 
foreign opinion regarding its suppression of Chechen rebels 
have been more effective than those to bring the conflict to 
an end. Human rights activists continue to raise concerns 
about arbitrary detentions, attacks upon civilians, and dis· 
appearances of indigenous people, and a number of organi· 

zations provide regular updates on human right~ in the re­
gion via the Internet. 

In October 2001, humanitarian organizations signed 
accords with the Chechen administration on cooperation 
in pro\'iding assistance. And in December, after a three-day 
trip to the region, a Council of Europe delegation reported 
that Ru!>sian officials had failed to show improvement in 
investigating Russia's alleged hum,111 rights violations. The 
humanit,1rian situation in Chechnya had actually worsened, 
and conditions in the Znamenskoye refugee camp in north­
ern Chechnya were described as "grotesque." 

In the ati:ermath of September 11, 46.5 percent of 
Russians continued to support Moscow's approach in 
Chechnya. While Western media focused upon the daily 
destruction of Chechnya and Russian human rights abuses, 
the Rmsian media have emphasized the hostage industry, 
organized criminality, the invasions of Dagestan, and the 
deadly activities of al-Qaeda and other radical Islamists. 
Perhaps this is why the Russian public views the Chechen 
campaign in a different light from the West. As Anatol Lieven 
has pointed out, the radical Islamic threat in Russia has been 
curbed, Chechen-based kidnapping and banditry substan­
tially reduced, and Russia's military prestige somewhat re­
stored from its low standing during the Yeltsin era. However, 
the situation is far from resolved. Russian forces have lost a 
reported 3,433 troops and another 10,160 have been 
wounded since the second Chechen conflict began in Au­
gust 1999, and independent observers estimate that 40 to 
45 Russian troops are killed there each month. When 2001 
ended, Russia remained mired in a brutal partisan struggle 
with no end in sight. 

Russia's economic picture for 2001 was also a mixed bag. 
Because oil prices were high for much of the year, Russia was 
able to accomplish more than expected, particularly in terms 
of debt reduction. It is unclear, though, just how adversely 
the Russian economy will be affected by the drastic drop of 
oil prices that took place at the end of the year. The long· 
term economic consequences of Prime Minister Kasyanov's 
decision to cut oil exports in compliance with OPEC requests 
are difficult to predict. Similarly, tl1e efficacy of Moscow's 
plans to continue allowing the ruble to float on currency 
exchanges might be affected by recent shifts in the global 
economy. However, despite a late-year dampening of enthu­
siasm about the Russian economy, Finance Minister AJeksei 
Kudrin was still predicting a budget surplus of 2.5 percent 
for 2001, up from 1.1 percent in 2000. Moreover, with Rus­
sia now a crucial ally in the U.S. war against terrorism, the 
likelihood has increased that the Jackson-Vanik amendment, 
which has blocked most favored nation trade status for Rus· 
sia, will be dropped. Another encouraging sign is that Russia 
might soon go into the black with the IMF. 

On August 1, President Putin celebrated the 10th an­
niversary of the Moscow Central Stock Exchange, but overall 
the past decade has been disappointing in terms of Russia's 
transition to a market economy. Russia's economy lags be· 
hind those of other transition countries, the captive of a 



politically potent oligarchy that has impeded significant and 
transparent economic reform. Successive economic policies 
have been charactetizcd by varying degrees of political com­
mitment to reform, including often contradictory measures. 
Ongoing problems include inadequately developed legal and 
financial systems, wage arrears, a seriously flawed banking 
system, widespread corruption throughout virtually all sec­
tors of the economy, and a large informal economy. ltuc­
rior Ministry officials maintain that in Moscow markets alone 
illegal turnover, none of which is taxed, amounts to $5.6 
billion a year and employs some 245,000 people. And Eco­
nomic Development and Trade Minister German Grefan­
nounced in September 2001 that capital Hight out of Russia 
would total $20-$25 billion for the year, owing mainly to a 
poor investment climate. 

Key developments in 2001 include the long-awaited 
passage of a land code, fledgling attempts to address issues 
of bureaucratic malfeasance and an ineffective judicial sys­
tem, and further reform of Parliament's upper house. In 
addition, the eviction of regional governors from the Fed­
eration Council, together with the presence of a loyal ma­
jority in the State Duma that has been bolstered by the new 
political coalition Unity and Fatherland, has provided greater 
opportunity for Putin to push through legislation deemed 
vital for Russia's democratic consolidation. In addition to 
the new land code, changes in the tax codes, a new criminal 
procedural code, and a new draft labor code show move­
ment in a positive direction. Whether these reform efforts 
will prove to be serious or merely window dressing remains 
to be seen, particularly when one takes into consideration 
the effects of another year of attacks upon independent 
media outlets under the thinly veiled cover oflegal and busi­
ness maneuverings. 

DEMOCRATIZATION 

1997 
3.50 

Political Process 
1998 1999-2000 2001 
3.50 4.00 4.25 

2002 
4.50 

A lingering result of the 1993 Constitution, the political 
landscape of the Russian Federation is dominated by the 
executive. The fact that opposition forces continue to abide 
by this set of rules is a key factor in explaining the stabil­
ity-not to be confused with democratic consolidation­
that now characterizes the Russian political process. Gone 
are the days of confrontation that once escalated into an 
armed assault upon the legislature. Instead, the evolving 
rules of Russia's political game now work to contain the 
system-threatening confrontations that were characteristic 
of the Yeltsin era. 

Throughout the post-Communist period, these rules 
have greatly benefited three groups: the executive branch, 
the oligarchs (at the federal, regional, and local levels), and 
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regional political elites. Born of Boris Yeltsin's sometimes 
desperate maneuvering to remain in power, accommoda­
tions made by the executive to the other two sets of actors 
continue to strongly condition (that is, limit) economic and 
political developments in the country. Therefore, any mean­
ingful evaluation of Putin's rule must take into account his 
ability to bring these two fr>rces to heel. 

Despite some doubts about actual vote counts, Putin's 
resounding first-round victory in the March 2000 presi­
dential poll precluded a runoff. Russia's Central Election 
Commission reported that Putin received 52 .94 percent of 
the vote and that voter turnout was 68 .6 percent. Nearly 
1,000 international observers from 56 countries and 82 in­
ternational organizations, including the OSCE, the Euro­
pean Parliament, and the U.S. Agency for International 
Development, monitored the presidential election. Bjorn 
van dcr Esch, head of the mission sent by the Council of 
Europe's Parliamentary Assembly, noted that the election 
took place very openly and quietly and was conducted ac­
cording to internationally recognized standards. 

In the State Duma (federal legislative) elections, voters 
cast two votes: one for a candidate in their local electoral 
district (there arc 225 of these mandates) and one for a 
political party or alliance (225 additional scats divided up 
among those parties/alliances achieving 5 percent of the 
vote). Of the 26 parties that participated in the last legisla­
tive elections of December 1999, 6 passed the electoral 
threshold and garnered 81.37 percent of the party list vote 
(the corresponding figures for the 1995 elections were 4 
parties and 50.49 percent). 

AJthough participation in the latest presidential and 
parliamentary elections topped 60 percent, membership in 
political parties remains low. Larger parties such as the Com­
munist Party of the Russian Federation (CPRF), Yabloko, 
and the Liberal Democratic Party arc national parties. The 
CPRF is the largest, claiming hundreds of thousands of 
members. Other parties range from a few hundred mem­
bers to several thousand. Personalities play a major role, 
and many parties arc tormcd around a single individual or 
group of individuals. Article 3 of the Constitution provides 
for free elections, and Article 13 guarantees a multiparty 
system. Election rules differ among the regions and arc sub­
ject to revision. In July 2001, for example, deputies in the 
Primorskii llmi removed the 25 percent turnout require­
ment for municipal elections to be declared valid. They made 
the change because some municipalities have been without 
organs of self-rule for long periods of time. 

The internal workings of the State Duma continue to 

evolve, with 2001 seeing an increase in the number of 
interfactional deputies associations. In contrast with com­
mittees or commissions, these groups have no official legal 
status. They do, however, play a kind of unofficial lobbying 
role-most often for specific industries and/or regions. 
Among the most active associations is Energy Russia, which 
former Prime Minister Viktor Chcrnomyrdin founded when 
he was still a Duma deputy. 
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According to the OSCE, electoral offenses persist in 
Rmsia because of a lack of discipline and ethics among 
participants in Russian elections. The situation is then ex­
acerbated by the civil code's failure to provide sufficient 
and timely penalties. Members of Russian organized crime 
groups tlock to become candidates for elections in order 
to protect themselves from prosecution. In the Russian 
Far East, for example, almost 30 percent of those seeking 
elected office in some regions arc members of known or­
ganized criminal gangs. Although a number of members 
of the State Duma have been exposed for involvement in 
criminal gangs, only two have had their immunity lifted in 
the last 10 years. 

Another problem is th•lt women still have a fairly lim­
ited role in the political process. A look at the fortunes of 
the party Women of Russia (WOR) is instructive. After 
polling a surprising 8 percent in the 1993 State Duma 
elections, the party has since been in decline. To begin 
with, other parties, particularly the Communists, targeted 
women voters mon: .strongly in subsequent election cycles 
and thereby sapped WOR's electoral strength. Also, dif­
tcrent blocs have emerged within the WOR ranks, such as 
the Russian Party in Defense of Women and Ella 
Pamfilova's party, For Civic Dignity. In all, just 34 women 
(7.7 percent) were elected to the State Duma in 1999, 
down from 11 percent in the previous Duma. Conse­
quently, women are likely to continue to play only a small 
role in the legislature. 

The year witnessed significant developments regard­
ing elections and parliamentary structures. While there was 
talk of amending the Constitution to extend the four-year 
presidential term, Putin stated that he docs not favor chang­
ing it. In June, though, the State Duma passed a Krcmlin­
backed bill on political parties, which specifics that to gain 
the status of a political party an organization must have 
more than 10,000 members, branches in at least 50 per­
cent of the federation units, and a minimum of 100 mem­
bers in each branch. If.1 group does not meet these criteria, 
the Supreme Court can abolish it. The bill also call!> for 
state financing of parties that receive more than 3 percent 
of the vote in the preceding election, limits private contri­
butions to political parties to 3,000 rubles (approximately 
$100) a year per individual, and bans contributions by for­
eigners and international organizations. 

Article 13 of the Constitution prohibits activity by par­
ties that ad\'ocatc the violent overthrow of the state or the 
dismantling of the Russian Federation, that carry arms, or 
that incite social, racial, national, or religious strife. On 
these grounds, the Justice Ministry has refused to register 
several parties and movements whose activities allegedly 
violate this basic tenet. In July 200 l, the J usticc Ministry 
added to the complexity of party registration when it an ­
nounced that all political parties, political organizations, 
and political movements would be required to rercgister 
as political parties within two years in order to be eligible 
to participate in elections. As of midyear, Russia had 59 

political parties, 35 political organizations, and 104 po­
litical movements, all of which must now rercgister. 

According to human rights activist Sergei Kovalev, the 
new Law on Political Parties and the reform of the Federa­
tion Council create barriers for regional parties to compete 
in national, regional, and municipal elections. Moreover, 
by making member.ship in the Federation Council an ap­
pointed office, the law serves to disenfranchise citizens from 
the regions. From the government's side, the intention of 
this law is to reduce the number of entities vying for office. 

A small number of new parties emerged during 2001, 
including Freedom and People's Power and the ethnically 
oriented Eurasian Party of Russia (EPR). The EPR has 
branches of no fewer than 5,000 members in 70 regions of 
Russia. In the words ofits leader, State Duma deputy Abdul­
Vakhed Niyazov, the EPR "unites Russian Orthodoxy, Is­
lam, and a devotion to the Fatherland." At the same time, 
se,·eral political movements were busy transforming them­
selves into actual parties. The Union of Right Forces (SPS) 
melded into an official party; the pro-Kremlin People's 
Deputy Group became the People's Party; the CPRF and 
its allies held an inaugural congress of a new Russian patri­
ots' group; and the Development of Entrepreneurship so­
cial-political group transformed itself into a political party. 

The biggest splash came from the launch of a new 
political coalition, Unity and Fatherland, which combines 
the Unity, AJI Russia, and Fatherland political parties. Even 
while orchestrating this merger, which includes Russia's 
second and third largest vote getters, President Putin has 
avoided direct association with the new party, asserting 
that "it still has to earn the right to be called a party of 
power." Perhaps this reflects Putin's ability to control the 
political process. That is, even though he does not belong 
to a party, Putin easily commands a majority in the State 
Duma. In light of the political declawing of the Federa­
tion Council, little now stands in his way. And since be­
nevolent authoritarianism never maintains its benevolence 
for long, the long-term implications for democracy of 
Putin's so-called superpresidentialism are disconcerting. 

Finally, one cannot speak of political processes in Rus­
sia without discussing Putin's relations with the country's 
new tycoons, or oligarchs. AJthough this association has 
been contentious at times, it has not been as destabilizing 
as it could have been. Putin decided early in his presidency 
to allow most of the oligarchs to retain the wealth they 
grabbed from the state in fixed privatization deals in the 
1990s. Instead, he has focused on getting them to increase 
the amount of taxes they pay and decrease their interfer­
ence in the government. 

Having spent the past decade appropriating and divid­
ing up Russia's wealth (especially its abundant minerals and 
fossil fi.tels ), the oligarchs represent a powerful force. Some, 
most notably Boris Berczovsky and Vladimir Gusinsky, have 
been squeezed by the Putin regime for mixing business and 
politics and at times directly confronting the government. 
Now these two former heavyweights arc under indictment 



and have chosen to lca\'c the country. This docs not mean, 
though, that Putin has declared war on the oligarchy per ~e . 
Indeed, younger, lower-profile tycoons, who have concen­
trated their efforts mainly in the energy sector, enjoy friend­
lier relations with the regime. These include Vagit Alekperov 
(LUKoil, age 51 ), Vladimir Bogdanov (Surgut, 50), Ru­
man Abramovich (Sibneft, 36), Mikh.1il KJ1odorkovsky 
(Yukos, 38), and Mikhail Fridman (TNK and Alfa Group, 
37), all of whom rose to power by establishing control over 
Russia's oil companies through insider privatization and 
taking advant.1gc of the country's weak legal system to con­
solidate their ownership and emerge as unquestioned ma­
jority shareholders. Under Putin's new rules, they have 
agreed to pay more taxes, to consolidate oftshore business 
interests, and to invest more in oil prodm:tion and refine­
ment. The hope remains that as the oligarchs become se­
cure, long-term owners, they will switch from asset stripping 
to investment. 
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When communism fell in Russia, the absence of a devel­
oped civil society was cited as perhaps the greatest obstacle 
to democratization. The good news is that Russia's non­
governmental sector has developed substantially over the 
past decade. However, it still has not reached Western lev­
els and standards. 

In September 2001, the Kremlin launched a new 
Internet portal, hartia.ru, that is intended to promote gov­
ernment sponsorship of civil society institutions. The next 
month, an article in !ZJ1cstiya argued that human rights 
groups in Russia were being forced into a position of either 
cooperating with the regime or giving up any chance of 
exerting influence. The most significant event occurred in 
November, though, when the government organized an 
event called Civic Forum in an effort to manage the 300,000 
nongovernmental organizations that arc registered with the 
J usticc Ministry. Meeting for two days in the Kremlin State 
Palace in Moscow, Civic Forum gathered together 5,000 
activists from NGOs across Russia. President Putin addressed 
the gathering on its first day and assured delegates that civil 
society could not be formed at the initiative of the govern­
ment. Discussion groups were organized along 21 different 
themes, such as education, military reform, and Chechnya. 
Yabloko leader Grigorii Yavlinsky called the meetings a public 
relations affair and asked what kind of dialogue could pos­
sibly take place among 5,000 people who have widely di­
verse interests. 

Some observers of Russian politics view events like Civic 
Forum as an attempt by the government to create surro­
gate, parallel structures that can compete with independent 
social organizations. In contrast, Gleb Pavlovskii, a Krem-
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lin adviser and president of the Foundation for Efficient 
Politics, claimed that the 21 agreements signed at Civic 
Porum between NGOs and government officials represent 
a new foundation for future cooperation between the state 
and society. Hyperbole aside, Civic Forum might signal the 
government's recognition that NGOs can be a safe and useful 
partner in some areas. Thus far, though, the government 
has made little effort to include NGOs in the policy-mak­
ing process. Although there has been some engagement in 
locales like Nizhnii Novgorod and Yckatcrinbcrg, most re­
gional and municipal governments have yet to enact laws or 
put mechanisms in place th.lt enable them to interact with 
NGOs on a broader scale. 

The Russian NGO community now comprises a diverse 
array of organizations that deal with issues ranging from 
health care and community services to the environment and 
human rights. Ycvgcnii Vodopyanov, vice president of the 
Union of Charitable Organizations of Russia, puts the num­
ber of social and nonprofit organizations in the country at 
more than 70,000. Estimates suggest that some 2.5 million 
Russians are involved in these groups, which provide assis­
tance to approximately 30 million people. For ex;1111ple, a 
research study by the group A Chance tor Hope showed 
that every third woman in Khabarovsk is subject to physical 
violence in the home. Consequently, the organization has 
decided to open a center and establish a hot line in 
KJ1abarovsk tor women who sutler from domestic violence. 

Although there is a significant amount ofvoluntccrism 
in Russia, there is less philanthropy. Most grassroots phil­
anthropic groups that arc not directly connected with the 
state lack substantial resources. Some larger charitable groups 
do receive domestic support. 

Article 30 of the Russian Constitution guarantees non­
governmental associations the freedom to choose their ac­
tivities. Individuals have the right to participate in and torm 
associations, including trade unions, in order to protect their 
interests. The civil code of the Russian Federation, the Law 
on Public Associations, the Law on Charitable Organiza­
tions and Charitable Activity, and the L1w on Nonprofit 
Organizations all contain other provisions on organizations 
and associations. 

Under Article 51 of the civil code, for example, a legal 
entity must be registered with the federal Ministry ofJus­
tice. An organization should submit its legal papers to the 
registering agency within three months of its founding as­
sembly or general meeting of its members. The Ministry of 
J usticc must then consider the applications within one month 
and make a decision either to issue a state registration cer­
tificate or to deny registration. In the case of a rejected ap­
plication, which an organization can appeal in court, the 
Ministry of Justice also must supply a written explanation. 
Regional and local public associations register through lo­
cal Justice Ministries. Inter-regional groups register in the 
locality in which their permanent governing body is based. 

Article 52 of the 1995 tedcral Law on Public Associa­
tions required all public associations that had registered 
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before May 25 of that year to renew their registration by 
June 30, I 999. Public associations that failed to reregistcr 
would be subject to liquidation. Although reregistration was 
initially fairly easy, over time regional authorities began to 

abuse the process to force groups to change their activities 
and mandates. In particular, there have been many attempts 
to outlaw organizations that monitor the conduct of gov­
ernmental institutions, especially law enforcement agencies. 
Human rights groups ,md environmental organizations have 
been among the most vulnerable. These include the public 
foundation Glasnost, the Union of Soldiers' Mothers Com· 
mittees of Russia, and the nongovernmental Disability Cen· 
tcr for the Social Rehabilitation of Children. 

Although there have been positive developments in the 
NGO sector, more time is needed for it to become sustain· 
able. NGO organizational capacity in management, gover· 
nance, and planning skills remains uneven. Some 
organizations arc advanced in these areas, but many arc just 
beginning to address such issues. Without adequate skills 
and information, though, organizations will find it difficult 
to survive on their own over the longer term. 

Organizations that receive Western funding generally 
try to emulate the administrative practices of Western NGOs 
and do so with varied success. Groups that do not have 
direct or indirect access to Western funding generally are 
poorly managed and, in many cases, have no desire to emu­
late international standards. Russian NGOs as a whole be­
gan discussing matters such as the proper role and functions 
of a board of directors only a few years ago. The core of 
experienced trainers and practitioners is growing, though 
their ability and willingness to act as mentors varies widely. 
Some do work quite effectively; others use their connec­
tions simply to increase their own !>tatus. Meanwhile, the 
Russian public remains mostly distrustful of NGOs. 

Russia's current economic clim.lte hampers the finan­
cial viability of most NGOs. In addition, although Russia's 
tax laws provide donors some exemptions for charitable 
contributions, they also place overall limits on contributions. 
As a result, very tew NGOs can sustain their activities with 
local sources. One organization that is not strapped for cash, 
though, appears to be the International Foundation for Civil 
Liberties, which the self-exiled Russian businessman Boris 
Berezovsky established in December 2000. Berczovsky al­
legedly donated $1 million to the group to provide legal 
assistance to draftee soldiers. 

A disturbing note has been the inability of activists to 
get the government to address Russia's deteriorating envi­
ronmental situation. According to the UN Development 
Program's 2000 Human Depe/opmcnt Report, "Trends in 
Russia's economic development have an antiecological edge 
and, if allowed to continue, arc bound to make the country's 
future development unsustainable and to contribute to the 
ongoing destabilization of the Earth's biosphere." The dis­
solution of the country's principal environmental bodies, 
the State Environment Committee and the State Forestry 
Committee, in May 2000, has only worsened the situation. 

And the Natural Resources Ministry has been a poor sub­
stitute, "with neither the means nor the objectivity to ana­
lyze industrial contracts and monitor !>Orne 300,000 
businesses a year." The ministry's other activities, such as 
issuing licenses for oil drilling and mining precious materi­
als, make it an inappropriate choice for ecological protec­
tion. According to Yevgenii Usov, the spokesman for 
Greenpeace Rossii, his organization's greatest .Khievement 
in 2001 was the addition of Lake Baikal to the World Wild­
life Fund's ecological heritage protection list; its greatest 
deti::at was the adoption of legislation that allows the im­
port of nuclear waste into Russia. The first site for the stor­
age of depleted nuclear fuel imported from abroad was 
scheduled to open in late December 2001, despite the pro­
tests ofNGOs and general public opposition to the plan. 

One area that has rebounded in the last decade is reli­
gion. A country that was once aggressively nonreligious is 
now looking increasingly to religion to instill values. Ac­
cording to the Russia ]0111"11al, in the past decade Russia 
has become home again to 18,000 parishes, 460 monas­
teries, 5 theological academics, 23 seminaries, 21 theo­
logical schools, and 2 Orthodox universities. Fifty percent 
of Russia's population now considers itself Orthodox, the 
largest congregation of any Eastern Christian denomina­
tion . In 2001, for the first time in years, the Orthodox 
Church and the state moved closer together, in part out 
of concern that young people have lost traditional values. 
According to Deputy Education Minister Yury Kovrizhkin, 
60 percent of Russians arc convinced that religion is nec­
essary for preserving national self-awareness. In contrast, 
only 17 percent of young people believe in a higher power. 
Kovrizhkin's suggestions for addressing this problem in­
clude, according to the newspaper A1~1111mcnty I Fallty, 
"opening Orthodox day care centers, kindergartens, 
schools, gymnasiums, Christian patriotic and Christian 
sports clubs under the patronage oflocal authorities." Last, 
the renewed interest in religion has not been lost on poli­
ticians, who are trying to win the church over to their side 
in order to look more attractive to the public. 

In terms of labor organization, Article 30 of the Con­
stitution guarantees the right "to create trade unions to 

protect one's interests." Although approximately 60 per­
cent of Russian workers belong to a trade union, this rep­
resents a sharp decline from membership levels in the Soviet 
era. This is the result both of the proliferation of 
nonunionized jobs in the private sector and of the inabil­
ity of unions to fulfill the same wide variety of functions. 
Most workers belong to unions that arc affiliated with the 
Federation of Independent Trade Unions of Russia 
(FNPR), the successor organization to the Communist­
era unions and still by far the largest labor confederation 
in the country. The FNPR officially maintains that over 
90 percent of all workers belong to its constituent move­
ments, but public opinion data and surveys of enterprises 
suggest substantially lower figures. Since many FNPR of­
ficials have long-standing tics to enterprise managers, this 



put newer independent unions, which tend to be ~mall 
and faction-ridden, at a disadvantage. 

In the past, the number of workers involved with pro­
test movements has been fairly low. However, Parliament's 
consideration of a new labor code sparked protests in cities 
across the country in 2001 . In November, before the code's 
passage on December 21, as many as 1 million people par­
ticipated in protests organized by the FNPR. Likewise, in 
June, more than 300,000 people took part in similar pro­
tests across Russia to call for the payment of wage arrears 
and an increase in the minimum wage. In response to the 
protests, Parliament approved several amendments to the 
labor code. One requires a worker's monthly earnings be 
no less than the subsistence minimum, which will be phased 
in over a two-year period. Other amendments ban forced 
labor and establish a 40-hour workweek. Also in 2001, 
Russia opened its first labor arbitration court for resolving 
disputes between workers and employers. 
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Freedom House's Am111al Sttrl'c)' of Press Fi·ccdom has con­
sistently rated Russia "Partly Free" since 1992. However, 
constant assaults upon the independent press seriously erode 
even this meager standard. Russian media outlets that offer 
alternative viewpoints and analysis find themselves facing 
substantial legal and financial obstacles. Journalists and media 
owners who arc critical of the Putin regime also come un­
der intense scrutiny, including audits, complicated legal 
battles, and occasionally even beatings and arrests. State 
officials have even taken their attempts to control media 
outlets to new levels by forcing the cancellation of critical 
programs and attempting to wrest ownership of media out­
lets by coercive measures. 

Nevertheless, Russians arc great consumers of the me­
dia. Approximately 97 percent of all Russian households 
have televisions, and 24 percent have two or more sets. Three 
television stations reach a national audience. The govern­
ment stations Russian Public Television (ORT) and Rus­
sian Television (RTR) reach 99 percent and 96 percent, 
respectively, of the total viewing audience; the privately 
owned NTV reaches 72 percent. According to an October 
2001survey,21.7 percent of viewers in Moscow watch ORT, 
while 17.l percent watch TV-6. RTR (15 percent), NTV 
( 14.7 percent), and TV Center ( 6.4 percent) round out the 
top stations. Nationwide, ORT generally leads in rating cat­
egories. Only RTRand Channel 5 in St. Petersburg remain 
wholly state owned . 

On July 6, 2001, the State Duma approved a bill that 
prohibits foreigners to own a controlling interest in national 
television stations. At year's end, though, it amended the 
Law on Mass Media to allow companies that were regis-
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tcred prior to August 2000 to have more than 50 percent 
foreign ownership. 

The Russian Military News Agency merged with 
Inter fax in 2001 to create a broader base for disseminating 
information about the Russian and CIS armed forces, in­
cluding military actions, exercises, reform, weapons test­
ing, and arms sales. The objective of the merger was to 
"cover as systematically, objectively, and professionally as 
possible the development of the Armed Forces, Interior 
Ministry, Federal Security Service, Federal Border Service, 
and other security and special services within the military­
industrial complex ." Whether this is really an effort to con­
trol information dissemination more effectively remains to 
be seen. 

In the post-Soviet period, the vast majority of Russia's 
newspapers and magazines have been privatized, and big 
business has gradually replaced the state as the principal 
controller of the media. Today, a handful of Russia's most 
powerful financiers are in command of many of the most 
important national newspapers. However, most media out­
lets that are technically private, especially in the provinces, 
rely on some form of state sponsorship or patronage in the 
guise of reduced prices or tax benefits. This situation might 
not last much longer, though. If Putin succeeds in elimi­
nating this support, Russian newspapers could cost 40-45 
percent more after January 1, 2002 . 

For private newspapers, distribution is a very rough 
business that requires payoffs and security precautions. Pri­
vate distributors have sprung up throughout Russia, but 
the former state-owned monopoly Rospechat remains domi­
nant. Due to the absence of support from the central au­
thorities, Russia's local and regional press outlets have fallen 
upon hard times. In addition, worsening economic condi­
tions have caused many Russians to stop buying newspa­
pers and magazines; they watch television instead. 

So that television does not lose its appeal, the State 
Duma approved a bill on November 13, 2001, that limits 
TV and radio advertising during educational, religious, and 
children's programs. Advertisements may not last longer 
than 20 percent of total airtime, and the interval between 
each commercial should be at least 15 minutes. In a posi­
tive development, officials of the Russian Advertising Coun­
cil announced that spending on advertising rose 45 percent 
between 1999 and 2000, topping $1 billion. According to 
polls, only 30 percent of Russians like advertising, and most 
are unwilling to admit that it has any positive effect on them. 
Unfortunately, little advertising revenue reaches regional 
media outlets. That market grew by only 2 percent between 
1999 and 2000. 

Increasingly controlled by big financial groups, media 
outlets reflect their political biases and the battles of the 
business concerns that control them. Financial interests 
rather than journalistic principles often dictate coverage, and 
since most major media outlets receive some measure of 
government subsidy or have private owners with political 
connections, editorial independence is easily threatened. This 
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may be achieved, for example, by denying independent 
media outlets acccs!. to printing presses or paper supplic!. 
while subsidizing publications that toe the official line. 

On August 13, 200 l, President Putin signed a decree 
that reestablishes federal goven~ment control over all of 
Russia's broadcasting and relay stations for television and 
radio signals by consolidating them under the management 
of a single government corporation. According to the de­
cree, a new corporation, Russian Television and Radio 
Broadcasting Network, will assume control over the federal 
signal distribution center in Moscow as well as its regional 
subsidiaries. The decree also empowers the government to 
caned any agreements or deals that would n:sult in the "il­
legal estrangement of technical means and objects from fed­
eral ownership." 

Like their counterparts in the Kremlin, regional and 
local authorities have not been afraid to use economic and 
political pressure to try to influence media coverage, par­
ticularly during elections. Throughout the 1990s, Russian 
oligarchs invested in the media in order to advance their 
political and financial agendas. However, the current situa­
tion is somewhat different. Despite the high-profile gov­
ernment victories over media tycoons Vladimir Gusinsky 
and Boris Berezovsky, there seems to be a tacit agreement 
between the Kremlin and big business that while nation­
wide channels must remain under Kremlin control, regional 
outlets may enjoy some level of business involvement. 

Accreditation procedures and technical regulations have 
also been used to circumscribe press freedom. On October 
30, 2001, in Yakutsk, local communications authorities sus­
pended broadcasts of the independent station Viktoriya, 
claiming that it lacked proper technical documents. Since 
then, the Media Ministry has been trying to pull the station's 
broadcasting license permanently. Likewise, by midyear law 
enforcement officials in Irkutsk had confiscated copies of 
the newspaper VostocJmosibirsflic Vcsti for the 19th time. 
Rather than demonstrating loyalty to Irkutsk governor Boris 
Govorin, the newspaper endeavors to report objectively on 
the local situation and publishes articles that are critical of 
local bureaucrats. In mid-December, police seized the en­
tire print run ( 10,000 copies) of an issue of Pm11da Osetii 
that was devoted to criticism ofNorth Ossetia's leadership, 
including the republic's president, Aleksandr Dzasokhov, 
who is standing for reelection in January 2002. 

One exception to this trend seems to be Tomsk's TV-2 
station. The station is a rarity in the regions because it often 
outdraws the national stations and has even managed to 
become profitable. More typically, though, the politicization 
of the media and internecine squabbling among elites are 
reflected in the press and have contributed to a loss of re­
spect and influence. In addition, the Russian command in 
Chechnya has imposed new and more restrictive rules on 
journalists working in the war zone, prompting protests by 
the Union ofJournalists of Russia. 

During a campaign against NTV in 2001, Gazprom 
and Kremlin officials steadfastly maintained that the mo-

rives for their actions were not political but economic. 
LUKoil executives made the same claims in their own at­
tempt to shut dmrn TV-6. In reality, though, LUKoil de­
cided to put the independent-minded network out of 
business because it was unable to control personnel deci­
sions. Both Gazprom and LUKoil denied they were acting 
on instructions from the Putin administration. Tellingly, the 
civil code article stating that a company is eligible for liqui­
dation if it sufters losses for two consecutive years has been 
applied to only two Russian media companies, Media-MOST 
(the parent company of NTV) and TV-6. According to 
Yevgenii Kiselcv, the general director ofTV-6, "half of Rus­
sia could be liquidated" if that portion of the civil code 
were applied across the board. 

In May 200 l, Vladimir Gusinsky attempted to save 
Ekho Moskvy by transferring his 14 percent share of the 
radio station to its team of journalists. However, in July, 
the Russian Federation prosecutor-general and the Federal 
Security Service froze the share transfer. Although Gazprom 
has since promised that the station will remain objective 
and independent, there is no reason to think that this case 
will differ from previous takeovers of formerly independent 
media outlets. 

On a brighter note, former ltogi editor Sergei 
Parkhomenko and former Scgoduya editor Mikhail Berger 
plan to launch new publications, Ezhwcdcl11yi Zlmmal and 
Dclo11aya Khronika, respectively, both of which have been 
registered at the Justice Ministry. Both Parkhomenko and 
Berger left their former publications after Gazprom-Media 
assumed control of them. Meanwhile, the new management 
of NTV is trying to launch its own version of programs 
made popular by former NTV veterans such as Yevgenii 
Kiselev and Svetlana Sorokina. 

Electronic communications are fast becoming an im­
portant clement in Russian society. The number of Rus­
sians going on-line doubled between the start of2000 and 
the start of2001to12.8 million. The government hopes 
to increase this figure to 25 million by 2010. There are 
dozens of Russian-language news sites, as well as over 180 
sites representing the country's political parties and move­
ments. President Putin has also ordered all government 
agencies to launch Web sites on the Internet and update 
them on a daily basis. 

A December 2000 poll by the Public Opinion Founda­
tion of more 66,000 people in 115 cities found that 55 per­
cent of Russians know little or nothing about the Internet, 
though millions have Internet access at work, at home, or 
through a friend. Irina Khakamada, a leading member of the 
SPS, complained in July 200 I that \\'ith less than 2 percent of 
Russia's schools connected to the Internet, "Russia is the 
only country in the world where the number of computers in 
schools is falling." At present, there are less than two com­
pmers tor every 1,000 schoolchildren . Meanwhile, e-com­
merce in Russia has slowed, with 30 to 40 new Internet sites 
offering goods and services appearing each month, compared 
to a growth rate of 150 such sites during 2000. 



The increased use of the Internet has not been lost on 
Russia's security organs. Civic groups across Russia have 
made great strides in organization, networking, and fund­
raising through their savvy use of e-mail. Whether the au­
thorities have the resources to monitor the burgeoning flow 
of information is unclear, but many environmental and other 
political activists have become concerned and now eschew 
e-mail for sensitive communications in favor of faxes and, 
harking back to the Soviet tradition, reserve crucial com­
munication for face-to-face meetings. 

The main professional organization for media protes­
sionals is the Union of Journalists of Russia. Igor Yakovenko, 
general-secretary of the union, has been an outspoken critic 
of what he calls a multiyear trend of "government newspa­
pers being converted in the expansion of state organs." He 
has further lamented that "journalists are becoming gov­
ernment bureaucrats." The government has attempted to 
undermine the union with the creation of Media Union, 
but this Kremlin creation has not fooled anyone. Delegates 
representing 80 countries at the International Federation 
of Journalists congress in 2001 condemned Media Union 
as simply an effort by President Putin to silence his critics 
and generally to put pressure on the free press in Russia. 
However, unlike in Soviet times, such unions have so little 
impact that few journalists or officials take them seriously. 

There are a number of organizations in Russia, many at 
the regional level, that aim to defend journalistic freedom 
and integrity. Perhaps the most prestigious is the Glasnost 
Foundation, whose activities frequently meet with govern­
ment interference. Often, court rulings on libel and defa­
mation have been used to curtail journalists' freedom to 
criticize public figures. Libel is a criminal offense under the 
1992 Law on Mass Media and the 1991 Law on the Pro­
tection of Citizens' Honor, Dignity, and Business Reputa­
tion . Many government officials and politicians have 
attempted to utilize this legal mechanism to their advan­
tage, but only in very rare cases is actual libel punished 
through the courts; the government prefers other forms of 
intimidation and coercion . 

Unfortunately, the Russian public generally views its 
journalists as front men for the media tycoons who looted 
the country's assets and built vast fortunes and patronage 
networks in the 1990s. Moreover, business firms and other 
self-interested parties can procure almost any story they want 
on Russian television by resorting to bribes. In the past, 
RTR had the reputation of being the most corrupt station 
in this regard, but now TV-6 and TV-Center have equally 
poor reputations. 

According to Aleksei Pank.in, editor of the media maga­
zine Sreda, the shock over the September 11 terrorist at­
tacks on the United States served as a wake-up call for the 
Russian media, forcing them to examine themselves and 
become more professional. Although journalists in Rostov­
na-Donu issued an appeal to their colleagues across the coun­
try to live up to the highest journalistic standards, it is not 
clear that many journalists have heeded Pan kin's call. 
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There are, of course, many sincere, independent, 
hardworking journalists in Russia, but their efforti. have 
been overshadowed and undermined by the manipulation 
of freedom of expression by both the government and its 
political rivals. Oleg Poptsov, president ofTV-Tsentr, has 
identified several disturbing trends that seem to best sum 
up the problems of the Russian media. First, the cohesive­
ness of the Russian media as a professional community has 
been destroyed over the last two years. Moreover, mass 
media outlets have lost their purpose JS a means of ex­
pressing public opinion and instead have become 
ovcrcommercialized. Finally, society itself has become 
deintellectualized. 

Governance and Public Administration 
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The Russian Federation is a multiethnic state divided into 
a complex federal system that comprises 89 component 
parts: 21 non-Russian republics, 1 autonomous oblast, 10 
autonomous ollrttgs (districts), 55 predominantly Russian 
oblasts (which includes 6 frais, or territories), and 2 cities 
(Moscow and St. Petersburg) with special representative 
status. Although these regions are equal in status under 
Article 5 of the Constitution, this is not the case in prac­
tice. The respective powers of the federal government and 
the regions are laid out in Articles 71-73 of the Constitu­
tion, but these provisions carry less weight than the series 
of bilateral power-sharing treaties signed by the Russian 
Federation with many of its 89 components. 

Highly publicized administrative changes in 2000, in­
cluding the introduction of the State Council, the cre­
ation of seven federal superdistricts, and reform of the 
Federation Council, have not had the impact on center­
periphery relations that the federal executive expected and 
regional elites feared. The State Council gives regional 
governors direct access to Putin once every three months, 
but the body's policy impact has been minimal thus far. 
Although Putin has yet to use his real powers to fire gov­
ernors and disband legislatures, his implicit power has 
pushed regional elites to adopt a lower profile vis-a-vis the 
center. The utility of the seven "superdistricts," the heads 
of which are presidential appointees, is more difficult to 
assess because the federal ministries do not appear inter­
ested in coordinating their activities with them. Clearly, 
the presidential representatives have been unsuccessful in 
their tacit mission to alter the makeup of the regional elite 
by manipulating resources and elections. Meanwhile, the 
process of harmonizing federal and regional laws picked 
up steam when a number of entities renounced power­
sharing treaties or special exemptions. But there is still a 
long way to go . At midyear 2001, some 42 power-sharing 
agreements between Moscow and the regions and more 
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than 260 additional accords based on these agreements, 
many of which contain provisions at odds with federal 
law, remained in effect. 

In 2000, Putin seemingly enjoyed a victory over re­
gional governors when he gained their grudging acqui­
escence to the reorganization of the legislature's upper 
chamber, the Federation Council. Under the changes, 
governors are no longer directly involved with budget 
making or in passing federal legislation. In addition, mem­
bers of the council arc being replaced by two permanent 
representatives-one named b)• each region's legislature 
and another appointed by its executive branch. By law, 
the new composition of the council must be complete by 
January l, 2002, and, in fact, more than 100 of the 178 
members had already signed up for a pro-Kremlin fed­
eration group by late 200 l. 

There have been unintended consequences of this law, 
however. Governors now devote more energy to lobby­
ing the State Duma on budgetary issues. Another result 
is that the Federation Council's new representatives, at 
the behest either of the Kremlin or of strong regional 
leaders, are predominantly Moscow lobbyists who are 
better at using the federal system to get resources to their 
region than many of the governors were. Today, Presi­
dent Putin's decision to divide Russia's 89 regions into 7 
larger administration districts and his reform of the Fed­
eration Council remain works in progress. 

In July, the State Duma gave the president the power 
to hire and fire the chiefs of regional Interior Ministry 
bodies. The federal interior minister must consult with 
the region's leader before making his recommendations 
to the president. The impetus for the bill was sharp criti­
cism of the work of Regional Departments for Combat­
ing Organized Crime (RUBOP). According to Interior 
Minister Boris Gryzlov, since RUBOP and other special­
ized units had failed to fulfill their task, they were or­
dered abolished. The dissolution of the Ministry of 
Federation Affairs, Nationalities, and Migration Policy 
also raised some concern, particularly outside of Mos­
cow. Its area of jurisdiction will be divided among the 
Ministry of Internal Affairs, the Ministry of Economic 
Development, the Foreign Ministry, and a new ministry. 
The appointment of Vladimir Zorin as minister withom 
portfolio in charge of coordinating government institu­
tions that carry responsibility for nationalities issues re­
flects the center's continuing efforts to tighten control 
over areas such as migration. However, some observers 
argue that Zorin's powers might be limited since respon­
sibility for nationalities issues will be spread across three 
different ministries. 

There arc an estimated 1.34 million government 
workers in Russia. In order to address concern about bu­
reaucratization, President Putin formed a commission 
headed by Prime Minister Mikhail Kasyanov to oversee 
the reform of government service. On December 20, 
2001, legislators approved a new administrative code. If 

Putin signs it, it will take effect on July I, 2002. 
The bureaucratic structures in Russia's regions also 

complicate matters. Each has its own legislature, and many 
of their laws conflict with federal legislation. Despite the 
Kremlin's efforts to enforce term limitations, a number 
of governors have sought third terms by manipulating 
legal loopholes and sparking contradictory court rulings 
about their candidacies. On this score, the State Duma 
failed twice in November 2001 to muster the 300 votes 
needed to override the veto of a bill that would have re­
duced the number of governors who could stand for elec­
tion more than twice. As a result, 69 of 89 governors 
could now seek third terms. 

Republic presidents and llrni and oblast governors 
arc popularly elected. Electoral laws vary from region to 
region, and the elections themselves are problematic af­
fairs. Governors select one half of the members of local 
election commissions; regional legislatures select the other 
half. In many cases, regional leaders have significant in­
fluence over local legislatures and often are able to dic­
tate how elections arc run. Irregularities, campaign 
violations, and low voter turnout frequently undermine 
the results. In some regions, opposition candidates have 
severely constrained access to the media, and the harass­
ment or intimidation of journalists who are unsympathetic 
to incumbents is commonplace. 

The Central Election Committee hopes to introduce 
legislation that would give it the right to nominate two 
candidates to the staff of regional election commissions 
as well as the chairmen of the commissions. Local legis­
latures and governors currently select regional election 
commissions. In addition, negative campaigning and dirty 
tricks are ubiquitous during elections. For example, so­
called black newspapers often appear in mailboxes a few 
months prior to the official start of an election race and 
are difficult to combat. According to an article in 
Rossiislmyn Gnzctn, these publications generally fall into 
three categories: those that "besmirch the honor and dig­
nity" of candidates, those that glorify the candidates sup­
ported by Putin, and those that purport to be "letters 
from readers." 

The effectiveness oflocal and municipal governments 
is undermined by a shortage of competent full-time civil 
servants. Governments in cities and rural districts are re­
sponsible for their own budgets and raise some revenue 
from taxes on municipally owned business. Compared 
with the authorities at the republic and oblast levels, 
though, municipal governments arc very weak, and less 
than a quarter of their revenues come from sources they 
control. Although Prime Minister Kasyanov has talked 
of a more even distribution of budget revenues, 60 per­
cent still flow to the federal center. He has also acknowl­
edged that at least 20 regions in Russia have insufficient 
resources for paying the wages of state workers and that 
resolving the problem will require raising assistance to 
the regions by 16 billion rubles ($543.6 million). 



Until the adoption in September l 997 of a new Law 
on Local Government Financing, municipal governments 
had to petition their regional government for almost ev­
ery ruble of their budget. The 1997 law WJS intended to 

give them more independence, though the underlying 
paucity of funds undermines such legislative measures. 
Ry offloading programs with large financial liabilities to 
the subnJtional levels of government, the federal gov­
ernment has placed both local governments and the citi · 
zenry in an untenable situation. For example, Moscow 
city officials worry that reforms ending federal housing 
1-llbsidies will place incredible burdens on them. At mid­
year 2001, the city budget was paying out 360 million 
rubles ( $12 million) annually to subsidize housing. When 
the subsidies end, the city will be responsible for paying 
some 17 .5 billion rubles every year for the 950,000 Mus­
covites who will qualify for subsidies. Similarly, in July 
2001, debates within Kamchatka's legislative assembly 
focused on decisions to cut funding for the oblast's 25 
social programs so that it could afford to buy enough 
fuel for winter. 

National political parties have yet to penetrate sig­
nificantly the political institutions of most of Russia's 
provinces. The problem is that provincial politicians ei­
ther shun party labels or easily exchange and discard them. 
More than three-fourths of winning candidates in regional 
legislatures are not even affiliated with national parties, 
despite recent efforts by some national parties to forge 
new regional groupings. A crucial factor inhibiting pro­
vincial party development is that very few regional or lo­
cal legislatures have adopted electoral systems based on 
proportional representation. 

The lack of institutionalization of political parties in 
the provinces certainly does nut bode well for the devel­
opment of democracy in the Russian Federation. Indeed, 
despite high turnouts for national elections, apathy to­

ward local and provincial elections is growing. For ex­
ample, in October 2001, by-elections for State Duma seats 
in Arkhangelsk and St. Petersburg were declared invalid 
because voter turnout fell below the 25 percent thresh­
old. Similarly, Primorskii's December 2001 ballot for its 
legislature was declared invalid owing to insufficient voter 
turnout: only 13 of the krai's 39 districts surpassed the 
25 percent threshold. 

In sum, Putin's attempts to subordinate the periph­
ery to executive authority have had only limited effect 
thus far, and his long-term impact on Russia's governors 
remains unclear. He has had more success in taming cen­
tral bodies. The State Duma, the bane of Yeltsin 's exist­
ence, has become a fairly quiescent body, and although 
Federation Council representatives might lobby more 
effectively, they appear to be less interested in confront­
ing the president. As a result, Putin now has free rein to 
push through legislation. How he uses his newfound in­
fluence will determine the future of Russia's fledgling 
democracy. 
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On November 1, 2001, President Vladimir Putin told a 
meeting of international jurists that a decade of activity 
by Russia's Constitutional Court had revealed the devel­
opment of a democratic, law-based state that protects 
human rights and civil liberties. For the first time, he 
maintained, a body had emerged in Russia that limits leg­
islative and executive powers. 

Russian voters approved the current Constitution by 
referendum on December 12, 1993, and Article l de­
fines the country as "a democratic, federative, rule-of­
law state with a republican form of government." The 
Constitution also gives the president unusually strong 
powers, including the right to issue legally binding de­
crees and directives, to appoint senior members of the 
judicial and executive branches, and, in certain circum­
stances, to dissolve the lower house of Parliament. Presi­
dential decrees and directives, like other laws, may be 
appealed to the Constitutional Court. In assessing the 
role of the Constitutional Court over the past decade, its 
chairman, Marat Baglai, called it "a judicial organ that 
does not allow state power to go beyond the borders of 
the constitutional framework" and which serves as "an 
effective mechanism for the defense of the rights and free­
doms of citizens." 

Since it was founded, the Court has received more 
than 105,000 appeals from citizens and government agen­
cies, held public hearings on 188 cases, and considered 
the constitutionality of 195 pieces offederal and regional 
legislation. The biggest problem the Court faces, accord­
ing to its chairman, is its lack of power to enforce its 
decisions on its own. Indeed, the ability of the judiciary 
to interpret and enforce the Constitution is weak, since 
the powers of the Constitutional Court are restricted. 
The Court does not, for example, have the right to select 
issues for consideration on its own initiative. The range 
of bodies that may submit issues to it is also limited. 

In general, court rulings do not constitute a source 
oflegislation under the Russian legal system. For example, 
Mayor Yurii Luzhkov of Moscow has been able to ignore 
numerous rulings by the Constitutional Court that say 
his administration is violating constitutional guarantees 
of freedom of movement by retaining the notorious So­
viet-era propislm, or system of residence permits. While 
the p1-opislm appears to Western audiences as a clear vio­
lation of fundamental constitutional law, 68 percent of 
Russians believe that citizens of the Russian Federation 
should have to register at their place of residence; only 
23 percent think the system should be abolished. 
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The Russian Constitution meets world standards in its 
provisions for human and civil rights. Article 2 defines the 
individual .111d his or her rights and freedoms as "the su­
preme value" of the state. Subsequent articles guarantee 
freedom of movement, conscience, belief, expression, asso­
ciation, and assembly. Article 46 guarantees judicial protec­
tion and affirms the individual's right, "if all available means 
of legal protection inside the state have been exhausted," 
to appeal to international bodies. Article I 5 states that gen­
erally recognized principles and norms of international law, 
and the international treaties to which Russia is a party, arc 
constituent parts of its legal system and take primacy over 
domestic laws. In 1998, for example, Russia ratified the 
European Convention on Human Rights, which gives Rus­
sian citizens the right to file appeals with the European Court 
of Human Rights in Strasbourg. However, according to a 
recent report by the International Helsinki Federation, 
Russian authorities pursue a policy of deliberate harassment 
and intimidation ranging from arbitrary identity checks to 
eviction, illegal detention, torture, and murder. 

In 2001, the legislature passed a bill that stipulates 65 
as the retirement age for judges, 70 for those on the Con­
stitutional Court. Generally speaking, although constitu­
tional issues took a backseat to reform of Russia's legal codes 
in 2001, the Constitutional Court did strike down some 
provisions in federal legislation that it said violated the rights 
of persons accused of crimes by restricting their ability to 
meet with their lawyers. The Court also ruled that the state 
can reverse privatizations if participants have not complied 
with the terms of the agreement. 

The Russian Supreme Court was also active in 2001. 
In a decision that might have significant impact, it struck 
down sections of a 1996 Defense Ministry secrecy decree 
that has been used to prosecute researchers for spying. In 
another case, the Supreme Court ruled that some of the 
provisions of the Defense Ministry's classification system 
are not in conformity with the law. In doing so, it struck 
down provisions that prosecutors have used against former 
Russian naval officer and environmentalist Aleksandr Nikitin 
and in a number of other current cases. Perhaps the Court's 
most important finding was its decision that the military 
cannot classify information about activities that adversely 
affect people and the environment. On the negative side of 
the ledger was its decision to reject an appeal against the 
Federal Security Service's use of anonymous denunciations. 
The Court found the FSB's use of such denunciations ap­
propriate and therefore not a violation of the Constitution. 
The group For Human Rights plans to appeal the Russian 
Court's decision to the European Court of Human Rights. 

Although Russia has a human rights ombudsman, the 
office has no power to make or change law. The ombuds­
man can, however, propose changes to laws he or she con­
siders unjust. In 2001, Russia's current ombudsman, Oleg 
Mironov, said that the human rights of Russians arc vio­
lated across the entire spectrum of rights as stipulated in 
international agreements. He added, though, that the great-

est number of complaints reaching his office ( 40 percent) 
invoh•e violations of rights within the criminal justice sys­
tem. His office's annual report revealed that more Russians 
are turning to the ombudsman to solve their problems. In 
1998, 6,978 people appealed to his office; in 2000, the 
number of appeals totaled 24,985. 

Article 21 of the Constitution prohibits torture, vio­
lence, and "other brutal or humiliating treatment or pun­
ishment." However, lengthy periods of pretrial detention, 
harsh prison conditions, arbitrary arrest and detention, and 
the violent hazing of army recruits remain serious concerns. 
Although the law requires court consideration to begin 
within 14 days after a judge designates the location of a 
trial, congestion in the court system frequently leads to pro­
longed postponements. At the close of2000, Human Rights 
Watch released a report detailing the cycle of prolonged 
detention, torture, and extortion faced by thousands of 
Chechens whom Russian forces have detained. The situa­
tion there only worsened in 2001. 

Amendments to the constitutional Law on the Legal 
System of Russia and Law on the Constitutional Court of 
Russia and to the tederal Law on the Status of Judges in 
Russia were passed in late November 2001. Under the new 
legislation, the tenure in office of all presiding judges and 
their deputies, except at the Constitutional Court level, is 
six years. The same person cannot be appointed as the pre­
siding judge or deputy presiding judge at the same court 
more than two times in a row. Immunity for judges has also 
been reduced. In addition, by 2003, all of Russia's 89 re­
gions will be able to hold jury trials for serious crimes, and 
by 2004, the right to issue arrest and search warrants will 
transfer from prosecutors to the courts. 

Nevertheless, some fundamental flaws in Russia's judi­
cial system remain in place. For instance, Russia has no tra­
dition of habeas corpus, and arbitrary arrest and detention 
remain significant problems. Likewise, "qualifications 
collegia" will still appoint and dismiss judges, even though 
this system has been subject to abuse. 

In October 2001, Russia witnessed the passage and sign­
ing into law of a new land code that allows the purchase 
and sale of approximately 3 percent of the country's land 
area. The civil code was also amended to address legal prob­
lems related to inheritance rights. These changes, accord­
ing to President Putin, represent "a watershed on the road 
to a legislative framework for private property." In early 
2002, the State Duma will examine four laws on intellec­
tual property that would amend Russian laws on patents 
and trademarks. 

Article 19 of the Constitution guarantees equality of 
rights and liberties "regardless of sex, race, nationality, lan­
guage, origin, property and position, place of residence, 
attitude toward religion, convictions, membership of pub­
lic associations, and other circumstances." Women fuce both 
domestic violence and discrimination in the workplace. The 
number of Russian women who die from domestic violence 
each year is incredibly high: 12,000 to 16,000. Because of 



the many obstacles to accurate reporting, the total is likely 
much higher. In addition, Rmsian women arc barred from 
more than 500 professions such as coal mining or senior 
positions in the Russian n.wy. 

frequent reports of discrimination against people from 
the north and south Caucasus, Roma, darker-skinned per­
sons in general, and other non-Russians continue to plague 
Russia. On October 30, 200 l, for example, hundreds of 
skinheads wearing insignia of the fascist Russian National 
Unity Party and wielding metal bars went on a rampage in 
a Moscow market. Yelling racist slogans and targeting dark­
skinncd persons, they killed 2 people and injured 22 others. 
When police arrived, some of the attackers escaped and con­
tinued on to the Kakhovskaya metro station, where they 
killed 1 person and injured another 12. 

Although modified by President Putin, the 1997 Law 
on Freedom of Conscience discriminates against all but a 
handful of religions. For instance, Moscow prosecutors con­
tinually fight legal battles to deny registration to the 
Jehovah's Witnesses, claiming that the distribution of 
Jehovah's Witnesses literature sparks conflicts with people 
of other faiths. The law requires religious groups to rcreg­
istcr with the government or face being banned and losing 
their rights, and over the last several years, more than 2,000 
congregations (of the 16,000 that were previously regis­
tered) have lost their legal status. Meanwhile, a group of 
journalists belonging to the Media Union has established 
the Guild of Journalists Covering Religion to promote pro­
fessional standards in covering religious questions and to 
protect journalists from arbitrary actions by religious groups 
or the state. 

Judicial independence in Russia is seriously threatened 
by a chronic lack of funding. Local courts have problems 
meeting their salary obligations, buying equipment, paying 
telephone bills, and undertaking building repairs. This makes 
them easy targets for bribery and corruption. Some SPS 
deputies in the State Duma have called for extensive reform 
of current methods for financing the courts. However, the 
cost of serious legal reform is a barrier to change. Accord­
ing to the Russian Federation Supreme Court, an estimated 
$1.5 billion is needed over the next five years. 

In September 2001, Dmitrii Kozak, the dcputychiefof 
President Putin's staff, announced that Russia will not use 
any foreign assistance to finance judicial reform. Kozak sug­
gested instead that the 2002 budget would hold more for 
the judicial branch and make it possible to raise the salaries 
of judges, repair existing buildings, build new ones, and 
buy housing for judges. Priority should go, he suggested, 
to improving "working conditions for district courts and 
judges, who handle most cases but work in the worst con­
ditions." In 2002, district judges will have assistants assigned 
to them, and in the future, judges at other levels may get 
assistants as well. 

Article 48 of the Constitution guarantees individuals 
the right to qualified legal assistance and states that legal 
aid should be rendered free of charge. The criminal code 
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fleshes out this right by requiring the courts to appoint a 
1.n.vyer if a suspect cannot afford one. In many cases, how­
ever, defendants receive little in the way of useful legal as­
sistance because funds are lacking to pay for trial attorneys 
and because man)' public defenders are poorly trained. There 
arc now 42,000 lawyers, 145 lawyers' collegia, and about 
5,000 legal consultation offices. Russian lawyers annually 
deal with some 5.5 million queries from citizens, of which 
54 percent are handled pro bono. 

Prison conditions remain extremely harsh, because, like 
most services in the country, the system lacks proper fund­
ing. Overcrowding is a particularly serious problem, and 
some prisoners are even forced to sleep in shifts because 
there are not enough beds. This is blamed on a surge in the 
number of crimes being investigated and the acute short­
age of judges to hear the trials. Bail is rare. According to 
the Justice Ministry, the Russian prison population in 2001 
included 744,000 convicts and 216,700 inmates whose cases 
were under investigation. Included in this figure were 19 ,000 
minors and 50,000 women. The Russian penitentiary sys­
tem also includes 660,300 people who have been convicted 
but released on probation. 

Activists assert that the most serious human rights vio­
lations in Russia tend to take place not in prison but in the 
first few hours after a suspect is detained . In 2001, leading 
human rights activists accused Moscow judges of failing 
to protect constitutional and human rights and to address 
the inhumane conditions of detention facilities. This came 
in the wake of several prison deaths caused by high sum­
mer temperatures. According to Justice Minister Yurii 
Chaika, though, the government had allocated $12 mil­
lion for the reconstruction of prisons and interrogation 
facilities in 2000 alone. 
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The concept of conflict of interest is not widely assimilated 
in Russia, and the boundaries between public and private 
sector activity are tenuous at best. Instead, politicians often 
combine executive power with a direct or indirect interest 
in businesses that are affected by that power. For example, 
Media Minister Mikhail Lesin is widely known as " the min­
ister of his own business affairs" because he uses his office 
to enrich his own companies. Lesin is one of the founders 
ofVideo International, which today has a veritable monopoly 
on the sale of television advertising in Russia. Another ex­
ample concerns the Federal Securities Commission, which 
in September 2001 presented a draft corporate governance 
code that is intended to bring Russian business into com­
pliance with international standards. The code was prepared 
by Igor Kostikov, the head of the commission. According 
to experts from the Association for Protection of Minority 
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Shan:hnkkrs, though, Kostikov added many loopholes that 
suit hi~ own business interest:.. Kostikov is the head of both 
the Russian securities market and his own inve:.tment com­
pany, which controls up to 40 percent of the municipal bonds 
market in Russia. Surprisingly, there arc no provisions in 
the code to ban such conflicts of interest. 

Corruption and extortion pervade everyday lite in Rus­
sia. Businesspeople routinely pay bribes in order to conduct 
their affairs, and government officials routinely accept and 
even demand them. Prosecutor-General Vladimir Ustinm­
has said that bribes and other frmns of corruption now 
threaten Russian security at least as much as terrorism. 
Ustinov's office alone has levied charges of misappropria­
tion offunds against 14 parliamentarians at the tcderal and 
regional levels, 302 bankers, and 21 state officials. In addi­
tion, a recent probe into the wa)' in which Russian officials 
have handled loans from the IMF found widespread cor­
ruption, much of which involved the 53-person Federal 
Center of Project Financing. This office does not have any 
rules for keeping track of how the loans, all of which passed 
through its hands, have been distributed. 

Ordinary people going about their everyday business .1re 
also often required to pay bribes-for example, to get a bed 
for a hospital operation, to obtain a passport, or to register 
one's place of residency. Recent surveys show that 75 per­
cent of all Russian officials take bribes, but only 0.4 percent 
of them arc punished in any way. According to supplemen­
tary findings, bribing all those willing to take money requires 
$49 million a month. Azalea Dolgova, head of the Russian 
Association ofCriminolobry, gave the following figures from 
a survey of businessmen in Moscow, Volgograd, Voronezh, 
and Vladivostok: Tax inspectors typically demand 25 percent 
of a business's tax payment, while customs officials demand 
20 percent of total customs duties. 

It is common knowledge that the salaries oflow-rank­
ing officials are pitifolly small and often in arrears. Among 
police officers, low salaries and wage arrears have tustered 
corruption and prompted many of the best officers to move 
into private employment as security guards. In late Novem­
ber 2001, Deputy Interior Minister Ycvgcnii Solovev an­
nounced that more than 10,000 officers had been put on 
trial since the beginning of the year, 2,700 of whom had 
been sued tor corruption. He was quoted as saying that 
"criminals now consider acquiring protection from the In­
terior Ministry as often as from the criminal world ." 

The government has taken some steps to counteract 
the high levels of illegal activity in Russia. Sergei Stepashin, 
head of the Audit Chamber, told the State Duma Budget 
Committee in June that his agency had identified the mis­
use of some $2 .2 billion in budgeted funds in 2000. Up tu 

that point, his agency had succeeded in returning to the 
budget 4.2 billion rubles ($140 million) and had launched 
some 20 criminal investigations. Antimonopoly officials in 
Stavropol charged local oil companies, including the 
branches of national firms, with price fixing. The low-level 
fine of$3,000 that was imposed, however, is hardly a disin-

centive to such activities. The Federal Tax Police announced 
in October 200 I that it had audited 23,300 ta\ returns 
during the first nine months of the year and had uncovered 
violation:. in 19,500 of them. In another positive step, 
LUKoil, Russia's top oil company, announced realistic profit 
figures, the highest ever declared publicly by a Russian com­
pany, of $3. 31 billion for the year 2000. Another major oil 
company, Rmneft, followed suit by declaring J $1 billion 
profit for the year 2000. 

Sophisticated political-criminal organizations, often 
staffed by police and former security professionals, have 
largely replaced the old Soviet underworld. Since Mafia or­
ganizations have close relations with officials at many levels 
of the Russian government, money laundering is a serious 
problem. The chief of the United Nations Office of Drug 
Control and Crime Prevention told an international con­
tCrence in June 2001 that up tu $100 billion had been laun­
dered in or through Russia during a recent 12-month period. 

However, the Bloomberg Agency stated that despite 
these staggering figures, there is recognition that Russia is 
working hard to combat money laundering. The group may 
even consider dropping it from the list of countries it con­
siders to be world centers of such activity. At the end of 
October 20 I, Deputy Tax Minister Viktor Zubkov was 
named to head the newly created Financial Monitoring 
Committee (FMC), which will enforce compliance with a 
new Law on Money Laundering. Working under the Fi­
nance Ministry, the FMC will employ 300 people in Mos­
cow and 100 throughout the regions. It is scheduled to 
begin activities in February 2002. 
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The period of wild capitalism that has prevailed in post­
Communist Russia may finally be drawing to an end. The 
redistribution of property through controversial, and bla­
tantly unfair, privatization deals has ended, and the country 
is now poised tu enter a stage of economic development in 



which respecting minor shareholders' rights ;tnd maintain­
ing transparency standards arc deemed to be useful. Russia 
can even boast that it now i:. home to 5 of the world's 1,000 
largest banks. The Russian economy has also benefited from 
the 1998 devaluation of the ruble and, until quite recently, 
high oil prices. Further, 2001 represents the third straight 
year of GDP growth, and consumption has reached the pre­
cconomic reform level of 1990. 

However, Rus~ia now faces declining revenues due to a 
drop in world oil prices. This, in turn, could cause future 
economic difficultie~, especially in 2003, when foreign debt 
payments will be at their highest. Finance Minbter Alck~ci 
Kudrin maintains that Russia can still avoid borrowing from 
the IMF 111 2002 and has predicted that oil prices will fall 
between $16.50 and $18.50 per barrel. The 2002 budget 
is calculated on the basis of oil at $18 per barrel, a figure 
that now seems increasingly unlikely. 

Russia's trade surplus totaled $44 billion tor the first 
10 months of 2001, with exports more than double im­
ports. Trade turnover reached $129 .4 billion, a rise of 7 .2 
percent over the same period in 2000, with imports incrca1>­
ing 19.6 percent to $42 .7 billion. Exports were up by 2 
percent to $86.7 billion. And, according to the Property 
Ministry, the Russian government earned l 9 .51 billion 
rubles ($620 million) from the sale of government prop­
erty during the first 8 months of2001, some 49.3 percent 
more than expected. 

The end of2001 found the central bank spending $800 
million to prop up the ruble. Currency dealers estimate 
that central bank intervention will keep the currency rela­
tively stable. Although some are concerned .ibout a pos­
sible repeat of the economic crisis of 1998, the country's 
current surplus should provide a sufficient cushion. In fact, 
central bank reserves edged up to $38.5 billion in No­
vember 2001, despite the interventions. A successful in­
tervention strategy docs not necessarily mean that the 
central bank is an effective institution, particularly since it 
remains, according to a Radio Free Europe/Radio Lib­
erty report, "an independent, absolutely opaque, and un­
controlled administrative-financial system." In terms of 
emitting credits for government use, the central bank docs 
not print money for off-budget expenditures, but it docs 
buy bonds. 

Serious problems still exist in Russia's banking sector. 
To begin with, the central bank regulates the industry even 
though it is a profit-seeking entity itself. The value of this 
system for the central bank and its managers is clear; the 
value for society is dubious. The decommercialization nf 
the central bank is thus an important, unfulfilled goal. In 
addition, according to Alfa Bank CEO Pyotr Avcn, "The 
more than 1,000 financial institutions that call themselves 
banks" are "doing nothing more than cash transactions 
that are often money laundering." In December 2001, 
Finance Minister Kudrin announced that half of Russian 
commercial banks must either increase their capital and 
restructure or face liquidation by 2004. He also stated that 
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as of 2007, the minimum level of capitalization for indi­
vidu.11 banks should be 5 million euros ($4.51 million). 

Many once skeptical foreign analysts now believe that 
President Putin might be the right man to pull Russia out 
of its economic morass. Presidential economic adviser Andrei 
lllarionov was able to announce in November 2001 that 
Russia had reduced its foreign debt by $19 billion between 
the end of 1998 and the middle of the year. As a result, it 
now owes approxim.itely $137 billion. While the situation 
is not ideal, it is a vast improvement over previous years. 
Fin.111cc Minister Alcksci Kudrin reported in June 2001 that 
the government had already introduced 17 oftl1e more than 
40 basic international accounting standards, thus making 
Russia a more attractive place for investments. The remain­
ing standards should be introduced before the end of2003. 
New legal codes on taxation, land, and inheritance rights 
h.ive also been signed into law. Combined with the late-
2001 reforms of the judicial S)'Stcm, Russia appears to be 
taking some of the constructive, pro-business steps that Boris 
Yeltsin was either un.ible, or unwilling, to embrace. 

Other positive changes include the introduction of a 
13 percent flat income tax, the lowest in Europe, in 2001. 
The corporate tax was lowered from 35 percent to 24 per­
cent. In November, the government announced that it was 
also considering lowering the value-added tax from 20 per­
cent to 16-17 percent. The 13 percent Aat rate tor personal 
income tax and simplified procedures introduced at the start 
of the year have led once again to increasing tax revenues. 
In the first nine months of 2001, the Russian Federal Tax 
Service collected 83 billion rubles (about $2.8 billion) for 
the state budget, even though approximately 40 percent of 
the Russian economy operates on an unregistered basis. 
According to tl1e service's director, the ranks of the tax police 
will increase from 40,000 to 53,000 people in 2002. A re­
port released in October 2001 revealed that authorities in 
Moscow were attempting to locate some 50,000 compa­
nies that have paid no taxes or declared no income. 

Due to Russia's progress on tax collection, extremely 
high world oil prices, and relatively effective exchange rate 
policies, me country's macroeconomic picture for 2001 looks 
positive. At least this is the case for many large enterprises. 
Small and medium-size businesses have been less fortunate. 
The State Statistics Committee reported that while small 
businesses constitute nearly two-thirds of tl1e total number 
of businesses, mey employ only 10.2 percent of tl1e workforce, 
have 2 percent of me capital assets, and account for only 4 .6 
percent of total investments. Moreover, one in five small 
businesses are on tl1e brink of bankruptcy. Perhaps some re­
lief is in sight, however. The Finance Ministry announced in 
mid-December that the government is planning to annul the 
highway use tax in 2003 and to cancel the 5 percent sales tax 
in 2004. In addition, plans are in the works to cut rates for 
the top tier of the social security tax. 

Russia also looks ripe for the arrival of foreign inves­
tors. Exxon Mobil has announced, for example, that it will 
start a project to explore oil fields in Russia's Far East and 
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invest an initial $12 billion . The German trading giant Metro 
opened two centers in Moscow in November, with plans to 

increase that number over the next year. Planned total turn­
over is $480 million. Moreover, the Swedish furniture re­
tailer Ikea easily surpassed its goal of one million customers, 
with the number reportedly closer to three million . Ikea 
plans to open four more stores in Moscow and St. Peters­
burg. The situation looks bright enough that Washington 
now supports Russia's ,1ccession to the World Trade Orga­
nization and has promised to expedite a response to 
Moscow's request for certification as a full market economy. 
While the West appears happy with developments in Rus­
sia, and even seems willing to overlook the brutal policies 
of Russian forces in Chechnya, the picture for most Russian 
citizens is mixed. (The eight Russians who made F01·bes 
magazine's 2001 list of dollar billionaires are notable ex­
ceptions.) The Economic Development and Trade Minis­
try announced at the end of October 2001 that inflation 
was 18 percent. Meanwhile, Prime Minister Kasyanov 
claimed that real incomes had increased only 6 percent. On 
a positive note, wage arrears are showing some signs of abat­
ing. Total wage indebtedness in Russia declined to $1 .1 
billion as of August 2001. While not a cause for joy, this is 
a marked improvement from the past. 

Overall, Russia moved up to 55th place from 62nd place 
on the United Nations 2001 Index ofHuman Potential, which 
includes per capita income, quality of education and health 
care systems, and average life span. The percentage of Rus­
sians earning more than $100 a month rose from 15.9 per­
cent in 2000 to 30.8 percent in 2001. At the same time, 
income polarization declined slightly, with the incomes of 
the highest-paid 10 percent now totaling 33.5 percent of all 
wages and salaries, down 0.8 percent from 2000. Meanwhile, 
incomes of the bottom 10 percent in the income pyramid 
continue to total 2.4 percent of all wages and salaries. 

In the second quarter of2001, the number of Russians 
with incomes below the poverty line fell to 42 million . Nev­
ertheless, even conservative estimates suggest that 30 per­
cent of the population is living in poverty. The All-Russian 
Center on Standards of Living, a division of the Labor Min­
istry, puts the level even higher at 45 percent and claims 
that living standards will not reach the pre-August 1998 
crisis level for another five or six years. 

Mikhail Zurabov, the head of the Pension Fund, an­
nounced that as of January 1, 2002, more than 10 million 
senior citizens would receive a noticeable addition to their 
pensions. While still averaging a paltry 1,020 rubles ( $34) a 
month, pensions bought 20.3 percent more in real terms in 
2001 than they did the previous year. To alleviate the ex­
traordinary pressure on the Russian pension system, the 

government is considering shifting to a three-pillar system 
that consists of a state-funded element, a pay-as-you-go 
pension linked to past earnings, and a completely voluntary 
and privately run component. 

Free, high-quality education has been a point of pride 
for Russians, but with the collapse of the Communist state, 
few resources have been devoted to it. Although President 
Putin has called for modernizing Russian schools, introduc­
ing new technology, and expanding local and regional in­
volvement in the process, it remains unclear that the 
appropriate funding will materialize. Calls for increased spend­
ing come mainly from the regions, whose leaders have sug­
gested that the financing of education should be increased 
by 25 percent a year in the federal budget and that in total, 
education spending should account for 4.5 percent of GDP. 

In terms of health and demography, there is little posi­
tive news. According to the British medical journal Ihe 
Lancet, 16 million Russians are infected with tuberculosis. 
Likewise, according to Vadim Pokrovskii, director of the 
Russian Federal Center for Prevention and Combating 
AIDS, between January 1987 and November 2001, 163,000 
HIV cases were registered in Russia; of these, 2,252 were 
children . The center acknowledges that reported figures are 
extremely low and suggests that the actual number of HIV 
cases is 10 to 20 times higher. The HIV crisis has been 
exacerbated by a rapid increase in drug use. 

In addition, Russia's Oncology Research Institute has 
announced that the incidence of cancer in Russia climbed 
from 1,150 per 100,000 in 1991 to 1,500 in 2000 owing 
to increased levels of smoking and the reluctance of people 
to see doctors during the early stages of the disease. There 
has also been a significant rise in cases of serious viral respi­
ratory illnesses. Child mortality is two to three times higher 
in Russia than in Western European countries, and Russian 
mortality figures overall are at the highest levels since World 
War II, at 15 .3 per 1,000 population. At the same time, 
fertility rates have fallen by a factor of two since 1987, with 
the average woman now bearing only 1.17 children, far 
below the population replacement level of2.15. Russia also 
has a rapidly aging population, with 12.5 percent of its 
people now 65 or older. However, not many men make it 
that far. An October 2001 report in Neza11isimaya Gazeta 
put the average life expectancy for Russian men at only 55 .5 
years. Finally, the State Statistics Committee now projects 
that by 2016, the population of Russia will drop from just 
under 145 million to 134.4 million. 

Tmy McGrath is an assistant professor at Hartwiclz College. 
He is the editor of Analysis of Current Events, a publication 
of the Association fo1· the Study of Nationalities. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 3.80 1' 3.65 1'1' 2.50 1'1' 2.25 1'1' 1.94 

Rule of Law na na 3.13 1' 3.00 1'1' 2.63 

Economic Liberalization 3.38 .J, 3.58 1'1' 3.25 3.25 1'1' 2.33 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 3,422.7 3,679.3 3,802.3 3,969.8 3,650.2 3,556.1 3,667.7 

Real GDP growth(% change) 6.7 6.2 6.2 4.1 1.9 2.2 3.0 

Inflation rate 9.9 5.8 6.1 6.7 10.6 12.0 7.4 

Exports($ millions) 8,579.0 8,831.0 9,639.0 10,667.0 10,197.0 11,870.0 12,750.0 

Imports($ millions) 8,807.0 11,124.0 11,720.0 12,959.0 11,301 .0 12,786.0 14,100.0 

Foreign Direct Investment($ millions) 194.0 199.0 84.0 374.0 701 .0 2,058.0 2,000.0 

Unemployment rate 13.1 12.8 12.5 15.6 19.2 17.9 19.8 

Life Expectancy (years) 72.3 72.7 72.7 72.6 72.9 73.1 73.0 



INTRODUCTION 

I n 2001, the Slovak Republic continued its trend of 
the past few years toward greater democratization . 
Positive signs included: political stability; functioning 

political institutions; reasonably cooperative relations be­
tween the supreme organs of state power; respect fC.ir the 
rule oflaw; and the adoption and implementation of leg­
islative measures designed to strengthen the country's 
democratic foundations. 

The government strove to maintain transparent and 
balanced rcl.ttions with civil society, organized religion, 
and ethnic minorities. It also carried out important re­
formist measures in the field of socioeconomic develop­
ment . On the other hand, ideological differences within 
the ruling coalition prevented the government from car­
rying out some reformist measures in the manner origi­
nally intended. In a key development, the government 
amended the Constitution to eliminate several systemic 
flaws and deficiencies in the hope of reducing the risk of 
the country experiencing a constitutional crisis. 

The ruling coalition has not tried to restrict the 
opposition's activities. Disagreements between the gov­
ernment and opposition stemmed mostly from ideologi­
cal differences. The political battles between the two camps 
did not exceed the framework set by the Constitution. 

Created in response to citizens' disenchantment with 
economic and social conditions, some new political par­
ties have significantly increased their electoral potential. 
With parliamentary elections scheduled for the fall of 
2002, the parties in the ruling coalition have signaled 
that they will scale back the implementation of unpopu­
lar reform measures. 

Nevertheless, the government could point to suc­
cesses in its constitution.ii reforms, privatization, and the 
restructuring ofSlovaki.i's banking sector. Moreover, the 
government made considerable progress in its accession 
talks with the European Union. The Slovak Republic has 
managed to meet the basic requirements for closing 22 
chapters of its acces~ion agreement with the EU and has 
a realistic prospect of closing most of the outstanding 9 
chapters before the end of the current government's term 
in office in October 2002. 

Factors that enhance stability in Slovakia's political 
system include the existence of democratic institutions, 
the government's efforts to model laws and institutions 
on their EU counterparts, and the commitment of the 
dominant political forces to liberal democracy. A poten­
tial source of instability is the relatively high electoral 
support of political parties with an authoritarian bent. 
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The Slovak Republic is a parliamentary democracy with a 
multiparty system. Since the 1998 parliamentary elections, 
the country has enjoyed political stability, as key institu­
tions have functioned reasonably well and the rule of law 
has become more firmly entrenched. 

The period between 1994 and 1998, when the country 
was governed by a coalition comprising the Movement for 
a Democratic Slovakia ( HZDS), the Association of Slovak 
Workers (ZRS), and the Slovak National Party (SNS), was 
marked by sharp political confrontation, conflicts between 
the president and prime minister, and a weakening of insti­
tutions. The ruling nationalist and authoritarian political 
forces often attempted to restrict the space for free political 
competition through discriminatory legislative and admin­
istrative measures. Because of an absence of a political con­
sensus between the chief political forces, Parliament was 
unable to elect a new Slovak president in 1997 and 1998; 
consequently, the highest political post in the country was 
void from March 1998 to May 1999. 

The situation changed dramatically following the 
1998 parliamentary elections. Following the vote, four 
opposition political forces-the Slovak Democratic Coali­
tion (SOK), the Party of the Democratic Left (SOL), the 
Party of Hungarian Coalition (SMK), and the Party of 
Civil Understanding (SOP)-formed a new government. 
Enjoying the three-fifths majority needed to pass consti­
tutional legislation, including amendments to the Con· 
stitution, the new ruling coalition immediately began 
enacting progressive legislation . 

In 1999, Parliament passed a law providing for direct 
presidential elections, leading to the first direct presidential 
balloting in May 1999. In February 2001, Parliament 
amended the Constitution to lay the groundwork for in­
creased protection of human rights. In July, the legislature 
approved a law paving the way for the country to hold its 
first-ever elections for regional assemblies and governors 
on December 1, 2001 . 

The ruling coalition's stability was first put to the test 
in late 2000, when the opposition initiated a referendum 
on early elections. Held in November 2000, the referen­
dum was declared null and void by the Central Referendum 
Committee after less than 20 percent of eligible voters par­
ticipated. By ignoring the referendum, the majority of vot­
ers essentially signaled their support for the government. 

Slovakia held its most recent parliamentary elections in 
September 1998. The OSCE observer mission said the elec­
tions were free and were held under a solid legal frame­
work. Overall, six parties won seats: the HZDS won 27 
percent of the vote and 43 seats; SOK, 26.3 percent and 
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42; SOL, 14.7 pcn:cnt and 23; SMK, 9 .1 percent and 15; 
SNS, 9.0 percent and 14; and SOP, 8.1 percent and 13. 

Despite some political realignment in Parliament, the 
ruling coalition has m.1intaincd its comfortable majority. Be­
sides its main constituent parties, the ruling coalition also 
incorporates several smaller parties that arc oftShoots of the 
SDK, which split into several parties. These parties include 
the Christian D~:mocratic Movement (KOH), the Demo­
cratic Party ( DS ), the Social Democratic Party of Slovakia 
(SDSS), the Green Party of Slovakia (SZS), the Civic Con­
servative Party (OKS), and the Liberal Democratic Union 
(LDU). Prime Minister Mikulas Dzurinda represents the 
SDKU, an SOK oftShoot. Three women hold posts in the 
20-mcmbcr cabinet. 

Despite some ideological diffrrcnces, the parties in the 
ruling coalition share a general commitment to promoting 
liberal democracy, keeping right-wing parties like the HZDS 
out of power, and meeting the requirements for Slovakia's 
accession to NATO and the EU. Moreover, Prime Minister 
Dzusinda has shown skill in negotiating compromises among 
the coalition partners on policy issues. 

The presidential elections held in May 1999 were free 
and fair. In •l second round run-oft~ Rudolf Schuster, the 
candidate of the ruling coalition, beat Vladimir Mcciar. A 
total of ten candidates ran in the first round. To compete 
in a presidential election, a candidate must either gain the 
formal support of 15 parliamentary deputies or get the 
signatures of 15,000 eligible voters. For the most part, 
the registration requirements arc not onerous, but candi­
dates backed by parliamentary parties find it easier to meet 
the requirements and generally stand better chances of 
getting elected . 

Compared to neighboring countries, voter turnout in 
parliamentary elections is extraordinarily high in Slovakia. 
In 1990, the electoral turnout was 95 .4 percent; in 1992, 
84.4 percent; in 1994, 75.7 percent; and in 1998, 84.2 
percent. The turnout for Slovakia's first direct presiden­
tial election in 1999 was 73.9 percent in the first round 
and 75.5 percent in the second round. Participation in 
municipal elections has been lower. The turnout was 63 .8 
percent in 1990; 52.4 percent in 1994; and 53.8 percent 
in 1998. 

The lower turnout for municipal elections reAccts the 
fact that political parties generally are not particularly ac­
tive at the local level and the tendency of voters to have 
low expectations for the role of local government in ad­
ministering public affairs and solving social problems. Only 
26 percent of voters participated in the first elections for 
regional assemblies and governors in December 200 l. Men 
and women vote in roughly equal numbers at all levels. 

Slovakia uses proportional balloting for parliamentary 
elections. In order to obtain a scat in Parliament, a party 
must exceed a five-percent threshold. Coalitions of two or 
three parties must pass a seven-percent threshold and those 
with four or more parties a ten-percent threshold. Most 
parties currently in Parliament have countrywide networks 

and structures and hold scats in most local and regional 
self-government organs. 

The main opposition political force, the HZDS, enjoys 
the greatest electoral support among Slovak parties. The 
movement continues to be led by Vladimir Mcciar, a charis­
matic but authotitarian leader. In opposition, the HZDS has 
tried to obstruct and inhibit a number of legislative changes 
designed to improve Slovakia'~ chances of joining NATO and 
the EU. These changes include constitutional amendments, 
public administration rct<mn, progressive legislation on the 
use of minority languages, and ratification of the European 
Charter on Minority or Regional Languages. 

Two new parties have realistic chances to obtain scats 
in the 2002 parliamentary elections. The Direction ( Sme1·) 
party, founded in 1999 by Robert Fico, former SOL vicc­
chairman, describes itself as "a pragmatic, non-ideological 
party." It often uses leftist and nationalist rhetoric to ap­
peal to voters. Another candidate for scats is the liberal 
Alliance of a New Citizen (Aliancia Noveho Obcana, 
ANO), which was established in 2001 by Pavol Rusko, 
the co-owner of TV Markiza, the country's largest private 
television station. 

The requirements for party registration arc not par­
ticularly burdensome. Under the Act on Political Parties, 
a party seeking registration must submit to the Ministry 
oflntcrior a petition signed by at least 1,000 citizens. If a 
political party wants to run in parliamentary elections, it 
must submit either a petition signed by at least 10,000 
citizens or a list of the names of at least 10,000 party mem­
bers. Parties with at least eight deputies in Parliament arc 
exempt from the requirements. 

As of November 30, 2001, Slovakia had nearly 110 
registered political parties. Since 1990, the government 
has not outlawed any parties. The law allows the govern­
ment to outlaw parties that violate the law or have set 
themselves up in an undemocratic manner. 

Most Slovak political parties have tried to build mass 
membership bases. The HZDS has approximately 40,000 
members, by far the highest membership, while most other 
major parties have memberships of between 5,000 and 
25,000. An estimated five percent of Slovaks belong to 
political parties. 

The Hungarian minority tends to be active in politics. 
The Hungarian Coalition Party (SMK), which represents 
ethnic Hungarians, is a member of the ruling coalition . It 
holds three cabinet scats and several important parliamen­
tary posts, including parliamentary vice chairman. 

In contrast, the Romany ethnic minority is far more 
politically fragmented . Slovakia has nearly 20 Romany par­
ties, none of which hold scats in Parliament. In an attempt 
to overcome this political disunity, several of the more in­
fluential Romany parties formed the Romany Coalition 
Party (Strana romskej koalicie, SRK) in October 2001 to 
contest the 2002 parliamentary elections. Neither the 
Ruthenian nor the Ukrainian minorities have formed their 
own political parties. 
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Most experts on civil society in Central Europe consider 
Slovakia's NGOs to be among the region's most dynamic. 
Since the Mcciar government lost power in 1998, Slovak 
NGOs have found it far easier to operate. Several Slovak 
NGOs specializing in democracy promotion have helped 
their counterpart~ in Croatia, Serbia, and Belarus outline 
and organize strategics for promoting democracy. 

As of April 2001, 16,849 civil society organizations were 
regiMcrcd with the Ministry of Interior. These included 
15,984 (94.9 percent) civil associations such as societies, 
clubs, associations, movements, trade unions, local affili­
ates of international NGOs, and sports clubs; 479 (2.8 per­
cent) foundations; 281 ( 1.7 percent) non-investment funds, 
and 103 (0.6 percent) nonprofit organizations. Although 
opinion polls show that participation in voluntary activities 
is increasing, more people donate money than volunteer 
time. According to the private sociological agency FOCUS, 
16 percent of Slovaks were members of at least one NGO 
in 2001. 

The decade following the 1989 Velvet Revolution saw 
the emergence of more than 90 womcn 's organizations and 
associations. Some are affiliated with political parties, but 
many are independent. 

Most ethnic groups arc well represented in civil society. 
The Romany community is an exception; there arc only 125 
Romany groups out of 16,849 civil society organizations. 
Religious associations play the most significant and percep­
tible role in charitable activities. All major religions in 
Slovakia (Roman and Greek Catholic, Lutheran, Orthodox, 
and Calvinist) are highly involved in charitable and state­
organizcd social security activities, especially in the fields of 
social support and social assistance services. 

The basic legislative framework for NGO activities is pro­
vided br the Slovak Constitution, which guarantees freedom 
of expression (Article 29 ), freedom of assembly (Article 28), 
and freedom of association (Article 29 and 37). Several laws 
regulate NGO activities. The registration process for NGOs 
is simple and straightforward. 

Slovak tax laws treat NGOs favorably; in several fields, 
tax laws are less complicated for NGOs than for businesses. 
Slovakia's tax regime for NGOs is also more favorable than 
that in many other Central European countries. Slovak NGOs 
are exempt from paying gift and corporate income taxes. 

Slovakia's NGOs have well-developed infrastructures 
and training and research bases. Doubts regarding the third 
sector's long-term sustainability that emerged after the 1998 
parliamentary elections have proven false. Although many 
top civil society leaders joined the government, NGOs played 
an even greater role in setting public policy. For example, 
the Gremium of the Third Sector (G3S), a voluntary body 
of elected NGO leaders, developed productive working re-
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lationships with the central government, local selt~govern­
ments, the business sector, and international organizations. 
Along with various service organizations, the G3S provides 
Slovakia's third sector with information on NGO matters 
in the Slovak language. 

Several NGO consultants and trainers help less estab­
lished civil society organizations both in Slovakia and in less 
developed post-Communist countries. In a continuing prob­
lem, however, executive officials in many NGOs hold scats 
on their organization's governing boards. 

Financial assistance from Western countries has been 
instrumental in the development of a viable civil society in 
Slovakia. Few Slovak NGOs receive public funds . In 2001, 
in anticipation of diminishing foreign assistance in the com­
ing years, the G3S prepared a new legislative framework for 
foundations. In addition, Slovak civil society leaders began 
negotiations with the government over a plan to give NGOs 
a $31 million endowment from privatization revenues. 

NGOs arc subject to taxes only on "income generated 
by activities pursued for profit or income generated by ac­
tivities the pursuit of which can produce a profit." This in­
come is taxed only if it exceeds 100,000 c1·1111111 ( $2,000). 
The law exempts NGOs from paying taxes on income gen­
erated by their principal activities, donations, membership 
fees, yields from parish collections, and lotteries held tor 
publicly beneficial purposes. Unlike civil society associations, 
foundations arc not allowed to pursue business activities 
except for leasing their properties and holding public col­
lections, lotteries, and cultural, educational, social, or sport­
ing events. 

The current administration of Mikulas Dzurinda has 
maintained good working relations with NGOs, capitaliz­
ing on NGO expertise and encouraging NGOs to partici­
pate in implementing legislative, political, and social reforms. 
Various NGOs cooperate with the government and inter­
national organizations on policy issues. Among the most 
active in this area are think tanks such as the Institute for 
Public Affairs, the Slovak Foreign Policy Association, MESA 
10, the Institute for Economic and Social Reforms, and the 
SPACE Foundation. 

Churches and religious associations operate freely in 
Slovakia. The Constitution and several laws guarantee reli­
gious freedom. Slovakia has 14 registered churches and reli­
gious associations, including 13 Christian denominations 
and a Jewish community. The government allocates state 
funds to churches, subsidizing clergymen's salaries. Over­
all, dozens of religious associations operate in various spheres 
of public life, particularly education, culture, social work, 
charity, tourism, and sports. 

Media coverage of the third sector is generally positive. 
It focuses mainly on NGOs involved in social support and 
assistance services, such as helping hospitals, health care and 
social assistance institutions, and assisting needy people. The 
media also often quote research and experts from indepen­
dent think tanks. Surveys show that most Slovaks have a 
positive image of NGOs. 
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Slovak trade unions arc free. The Confederation of 
Trade Unions ( KOZ ), by far the most significant trade union 
association in the country, has seen its membership shrink 
from 2.4 million workers in 1990 to 700,000 in 2000. 
Farmer's groups and trade associations tend to be small. 

Slovakia's education system is free of political influence. 
A pressing issue shared with other Central European coun­
tries is the need to rid school textbooks of bias against eth­
nic groups and myths about national identity rooted in ethnic 
prejudices. 

1997 
4.25 
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2.00 

2002 
2.00 

All major Slovak media are in private hands. The only ex­
ceptions are the TASR press agency, Slovak Television (STV), 
and Slovak Radio (SRo). The latter two are controlled by 
the STV Council and the SRo Council, respectively. The 
members of each council are appointed by Parliament. 

In an important step toward obtaining accurate circu­
lation figures for print media, the Audit Bureau of Circula­
tion began operating in 2000. Its goal is to provide objective 
information on the circulation bases of Slovak periodicals. 

The country's television market is dominated by the 
private TV Markiza. Its co-owner and former director, Pavol 
Rusko, entered politics in 2001 as the chairman of the new 
Alliance of a New Citizen party. The station with the next 
highest ratings is the public STV. The private TV Luna went 
off the air in September 2001 after failing to resolve long­
standing financial problems. 

The public STV and Slovak Radio are also suffering 
from financial difficulties and are becoming increasingly 
dependent on Parliament for support. In the fall of 2001, 
Parliament postponed the adoption of laws on STV and 
Slovak Radio th.it would have placed these stations on firmer 
financial footings . The bill also would have increased the 

stations' independence by putting more NGO and business 
leaders on the STV Council and the SRo Council. Slovak 
Radio continues to be the most popular radio station. 

Pri\'ate media in Slovakia are generally financially sclf­
sustaining, but they face the problem of operating in a small 
market. Print media also suffer from the fact that most ad­
vertisers focus their advertising strategics on the television 
market. Some 85 percent of television advertising, how­
C\'er, goes to one station, TV Markiza. 

The print media market has been going through a pe­
riod of consolidation, with a few publishing houses holding 
most titles. Foreign investors focus mostly on lifestyle week­
lies and monthlies that arc commercially viable. The only 
exception is the German publishing house Verlagsgruppe 
Passau Gmbh, which has become the dominant player on 
the regional print media market. The distribution of peri­
odicals is fully privatized 

The Constitution guarantees freedom of speech. In 
2001, Parliament approved the first reading ofa new press 
law. The bill requires public officials to provide certain in­
formation to journalists and sets out sanctions for failure to 
fulfill this requirement. However, the bill includes some 
terms that are incompatible with existing legislation. A law 
on free access to information that took effect in January 
2001 is aimed at facilitating journalists' work and enabling 
ordinary citizens to obtain information from the govern­
ment. 

Slovak law criminalizes defamation of the state, Parlia­
ment, the cabinet, the president, and the Constitutional 
Court. In 2001, President Rudolf Schuster's office filed 
defamation charges against a journalist, Ales Kratky, over 
his commentary on a speech Schuster made in Parliament. 
The case is pending. In the fall of2001, a group of parlia­
mentary deputies proposed to amend the criminal statute 
to delete the defamation provisions. The measure was re­
jected by one vote. 

The largest professional organization of Slovak jour­
nalists is the Slovak Syndicate of Journalists, whose mem­
bership of 2,640 includes up to 80 percent of the 

Table 1. Average Sales of Nationwide Dailies, 2001 

Title Jan Feb Mar Apr May Jun Jul Aug Sep 

Novycas 156,591 159,525 149,871 150,704 128,351 140,847 136,227 135,976 na 

Pravda 65,377 64,028 63,713 65,040 62,493 62,634 63,033 61,886 63,178 

Sme 46,964 48,058 50,265 54,946 53,803 52,409 51,189 53,057 60,037 

Uj Szo 29,839 29,641 29,596 29,463 28,163 28,313 28,240 28,301 28,748 

Praca 26,186 26,192 26,264 27,351 na na na na na 

Hospodarske Noviny 24,044 23,306 23,090 22,950 22,463 22,437 22,150 22,110 22,509 

Reinicke Noviny 6,801 6,636 6,664 6,598 6,562 6,668 6,551 6,608 6,557 

Source: Audit Bureau of Circulation of the Slovak Republic 



country's reporters and editors. Women make up 37.6 
percent of the Syndicate's membership. Other key me­
dia-related trade organizations include the Union of Slo­
vak Television Creators, the Association of Periodical 
Press Publishers, and the Association of Independent 
Radio and Television Stations (ANRTS). In October 
2001, the Slovak Syndicate of Journalists and the Asso­
ciation of Periodical Press Publishers established the Press 
Council of the Slovak Republic, a self-regulatory body 
for journalists. The ANRTS participated in the prepara­
tion of a law on broadcasting and retransmission that 
Parliament adopted in 2000. 

Experts estimated in 2001 that approximately 20 per­
cent to 25 percent of the Slovak population uses the Internet 
regularly and about 30 percent have used it at least once. 
Most Slovaks who use the Internet do so from work; only a 
small number access the Internet from home. The main 
reason that more Slovaks do not access the Internet from 
home is the high price oflocal telephone connections. Ad­
justing for local purchasing power, Slovakia has the most 
expensive Internet access charges among OECD member 
states. This situation could change, however, when Slovak 
Telecom loses its monopoly in the local telecoms market 
some time after January 2003. 

Freedom House's annual Sttri>ey of Press Freedom rated 
Slovakia as "Partly Free" from 1993 to 1998 and "Free" 
from 1999 to 2001. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
3.75 3.75 3.00 2.75 2.25 

Slovakia's supreme legislative body is the National Council 
of the Slovak Republic, or Parliament. The cabinet is the 
supreme executive body. The president is the head of state 
and is directly elected for five years. Parliament has supervi­
sory powers over the cabinet and the entire executive body. 
Parliamentary rules require that parties be represented in 
committees in proportion to their numerical strength. In 
contrast to the previous ruling coalition headed by Vladimir 
Meciar, the current government ofMikulas Dzurinda strictly 
observes this principle. 

The Constitution provides for a system of checks and 
balances at the national level. These provisions include: the 
cabinet's right to initiate legislative proposals; the cabinet's 
power to link parliamentary votes on legislative proposals 
to votes of confidence in the cabinet; the president's power 
to veto laws; Parliament's power to override a presidential 
veto with an absolute majority of all deputies (76 out of 
150); the president's power to ask the Constitutional Court 
to decide whether a law is constitutional and the Court's 
power of judicial review; the president's power to dissolve 
Parliament in certain situations; the right of citizens to re­
move the president in a referendum in certain situations; 
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and Parliament's power to ask individual cabinet members 
to report on their activities. 

Parliament's 150 deputies arc directly elected for four­
year terms. One mea~ure of Parliament's effectiveness as a 
legislative body is the fact that in 2000 and 2001 the Slovak 
Republic passed the first stage of closure for 22 of 31 chap­
ters of the aeqttis eommtmatttafre, the document setting out 
the term~ of the country's accession to the EU. For each 
chapter, preliminary closure required Parliament to change 
several laws to make them compatible with EU norms. 

For a bill to become a law, it must pass a reading in 
three consecutive sittings of Parliament. The decisive vote 
takes place after the third reading. Each bill must be dis­
cussed by all parliamentary committees, each of which rec­
ommends whether the bill should be passed or rejected. 
During their deliberations, committees often hear expert 
testimony about the proposed legislation. 

A 1996 parliamentary standing order enables the legis­
lature to approve laws in a so-called accelerated procedure 
in which all three readings take place during a single ple­
nary session. This procedure gives the cabinet the possibil­
ity of speeding up the legislative process in "emergency" 
cases. The ruling coalition and the opposition still have equal 
opportunities to participate in Parliament's deliberations and 
voting. In 1998 and 1999, Parliament approved 54 percent 
of all new laws using the accelerated legislative procedure. 
In 2000 and 2001, it used this procedure in only eight per­
cent of cases. The vast majority of legislation required by 
the EU accession process was approved under the normal 
legislative procedure. 

Parliament's plenary sessions are open to the public and 
broadcast on a nationwide channel of the public Slovak 
Television network, usually late at night. Closed plenary 
sessions are held only when Parliament discusses certain 
national security issues such as annual reports on the activi­
ties of the Slovak Intelligence Service. Stenographic records 
of Parliament's deliberations arc available to the public. 
Parliament's Web site contains an overview of the assembly's 
legislative activities as well as a list of all passed and rejected 
bills and detailed records of all votes. 

The 2000 Act on Free Access to Information made it 
much easier for journalists and ordinary Slovaks to obtain 
government information. The law requires all officials of 
the central administration and self-government organs to 
provide citizens with certain types of information and speci­
fies procedural rules for this information to be produced . 

The Slovak Republic has a dual system of public admin­
istration consisting of the central administration and elected 
self-governments bodies. The system of public administra­
tion is based on the principle of subsidiarity, the idea that 
government functions should be carried out at the lowest 
possible levels. Slovakia has three levels of elected legislative 
bodies: national, regional, and local or municipal. 

The regional legislative bodies were created under a 
February 2001 constitutional amendment that laid the 
groundwork for a regional level of government. In July 2001, 
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Parliament passed a law creating eight self-governing re­
gional territorial units and a law on elections for regional 
governors and assemblies. The creation of self-governed 
regions was the cornerstone of a process of public ad­
ministration reform. It created more favorable conditions 
for modernizing and decentralizing public administration 
as well as for boosting the country's regional develop­
ment and integration with EU members. 

In September and October 2001, Parliament 
adopted a law transferring certain powers from the cen­
tral government to regional self-government bodies and 
several amendments and laws related to the financing of 
these self-government organs. In December 2001, 
Slovakia held elections for eight regional gubernatorial 
posts and 401 scats in regional assemblies. 

The new law on the transfer of powers envisages the 
central government gradually delegating more than 300 
powers and competencies to regional and local govern­
ments between 2001 and 2004. Most of the delegated 
powers arc in the fields of education, social assistance, 
health care, culture, transportation, environmental pro­
tection, and regional economic development. 

One of the main objectives of Slovakia's ongoing pub­
lic administration reforms is to loosen the central 
government's control over the country's taxation and 
public expenditure systems. Prior to the onset of the re­
forms, the central government collected 94 percent of all 
tax revenues and disbursed 80 percent of all public ex­
penditures. The government plans to reduce its share of 
tax revenue intake to 54 percent of the total tax revenue 
intake. 

The government currently subsidizes local govern­
ments through the Ministry of Finance according to the 
size of the municipality and its socioeconomic situation. 
The government provided 11.68 billion SKK($250 mil­
lion) in subsidies in 2001, up slightly from 10.40 billion 
SKK ($223 million) in 2000. The proposed state budget 
for 2002 envisages a further increase in subsidies. At cur­
rent subsidy levels, local governments can exercise basic 
powers and perform basic functions but are unable to 

implement development programs. In connection to 

transferring powers to self-government organs, the cen­
tral government should in 2002 transfer an additional 
12.l billion SKK ($259 million) to the budgets of re­
gional and local self-governments, including 3.9 billion 
SKK ($84 million) for municipal budgets. A total of 
161,000 government employees, including 109,000 
teachers, will be transferred to local governments from 
the central government. 

In 2001, there were no reports of government rep­
resentatives exerting political pressure on civil and pub­
lic servants. 

RULE OF LAW 

1997 
4.00 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
4.00 2.50 2.25 

2002 
2.00 

The Constitution of the Slovak Republic was adopted in 
September 1992, several months before the dissolution of 
the former Czechoslovak Federation. Since then, the Con­
stitution has been amended three times. Amendments in 
1998 authorized the transfer of certain presidential powers 
to the chairman of Parliament during periods in which the 
presidency is vacant. In 1999, Parliament amended the 
Constitution to provide for direct presidential elections. In 
February 2001, Parliament amended the Constitution for a 
third time to provide for the creation of regional self-gov­
ernmental bodies (assemblies). 

The latter amendment to the Constitution also stipu­
lates that legally binding EU regulations have precedence 
over domestic legislation. Moreover, it provides that inter­
national treaties regarding human rights have precedence 
over Slovak laws. This means that Slovak judges adjudicat­
ing human rights matters will be bound not only by the 
Slovak Constitution and domestic laws but also by appli­
cable treaties. 

The 2001 amendment also significantly strengthened 
the powers of the Slovak Supreme Bureau of Supervision, 
an independent body that supervises the management of 
central and local government institutions. Moreover, the 
amendment made it harder for parliamentary deputies to 
be removed for lawful acts committed while carrying out 
official duties. This latter provision was inspired by the treat­
ment of Frantisek Gauliedcr, an HZDS member who was 
kicked out of Parliament in 1996 by the HZDS-led major­
ity after he criticized HZDS policies. 

The wide-ranging 2001 amendment also altered the 
powers of the president. The amendment revokes the 
president's power to grant an amnesty to a convict before a 
court has issued a verdict on the case. At the same time, it 
gives the president the right to ask the Constitutional Court 
whether a question in a referendum is constitutional. The 
amendment also requires Parliament to muster a majority 
of all deputies to override a presidential veto; previously, 
Parliament needed only a majority of deputies actually 
present at a session. 

The amendment grants the president the power to ap­
point judges on the recommendation of the Judicial Coun­
cil of the Slovak Republic, a newly established organ of 
judicial administration. Previously, Parliament appointed 
judges. In addition, it increased the number of constitu­
tional justices from 10 to 13 in order to accelerate the 
Court's adjudication procedures. It also extended their terms 
of office from 7 to 12 years in an attempt to enhance the 
Court's independence. 



Parliament in December 2001 passed a law creating a 
human rights ombudsman. The election of the first om­
budsman by Parliament will be held in March 2002. 

Between November 2000 and December 2001, Parlia­
ment made three important changes to Slovakia's penal leg­
islation. An amendment to the criminal procedures code in 
November 2000 created the position of substitute solicitor 
in order to accelerate court proceedings. An amendment to 
the criminal statute in June 200 l defined new criminal of­
fenses relating to money laundering, racial and sexual vio­
lence, carrying a concealed weapon, protection of secret 
matters, protection of the country's cultural heritage, and 
corruption. In November 2001, Parliament amended the 
criminal statute to make it a criminal offense to deny that 
the Holocaust took place. Parliament also passed a law in 
2001 providing for the independence of state prosecutors. 

An accused person can only be detained and arrested if 
a judge has issued a written warrant for his or her arrest. A 
judge must hear the arrested person's plea within 48 hours 
of detention and then must decide whether to bring charges 
or release the suspect. Press reports in 2001 detailed allega­
tions of abuse of suspects by police officers. In such cases, 
the Ministry of the Interior launched internal investigations, 
and, in some cases, discharged the officers or brought crimi­
nal charges. 

The Slovak Constitution, domestic laws, and interna­
tional documents that are part of the country's legal order 
provide a sufficient framework for the implementation and 
protection of human rights, including the right of property 
ownership. The 1991 Bill of Fundamental Rights and Free­
doms is based on international human rights documents 
and was incorporated into the Slovak Constitution. 

Slovakia has ratified all 18 human rights conventions 
and protocols that were stipulated by the EU as conditions 
for membership. In June 2001, Parliament ratified the Eu­
ropean Charter of Minority or Regional Languages, which 
set out an improved framework for the right of the country's 
ethnic minorities to use their native languages. 

The issue of ethnic minority rights is extremely sensi­
tive in Slovakia, where almost 15 percent of the population 
is composed of ethnic minorities. The status of ethnic Hun­
garians, who make up nearly 10 percent of Slovakia's popu­
lation and whose treatment in past years complicated 
relations with Hungary, has improved in recent years. This 
is due in part to government initiatives between 1999 and 
2001 including the adoption of the law on the use of mi­
nority languages; the restoration of the practice of handing 
out bilingual report cards at primary schools; the country's 
ratification of the European Charter of Minority or Regional 
Languages; and the provision of state subsidies for cultural 
activities of ethnic minorities. 

Slovakia's Roma tend to have low social status, limited 
education, and poor living standards. The government has 
created a special post called the Government's Plenipoten­
tiary for Solving Problems of the Romany Ethnic Minority. 
The position is currently held by Klara Orgovanova, a Ro-
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many civil rights activist. The office is expected to cooper­
ate with Romany NGOs in the fields of education and so­
cial assistance. 

In 2001, a team of legal experts under the direction of 
Pal Csaky, the vice premier for human and minority rights, 
continued drafting a bill on equal treatment that is sup­
posed to provide official definitions of direct and indirect 
discrimination and harassment. The government also con­
tinued drafting a bill on establishing a Center for Equal 
Treatment in order to comply with EU directives. The cabi­
net will most likely discuss both bills in 2002. 

NGOs were very active in this drafting process, sug­
gesting concrete proposals for language in the bills. Acting 
on the cabinet's initiative, Parliament in June 2001 adopted 
an amendment to the criminal statute that defined a "ra­
cially motivated criminal offense" and introduced stricter 
penalties for perpetrating such an offense. In 2001, various 
racist and nationalist groups in Slovakia, spearheaded by 
the fascist skinhead movement, carried out a number of vio­
lent assaults against Roma. The police, however, began 
clamping down on racist groups with greater rigor and con­
ducted several preventive operations. 

The Slovak legal order embodies the principle of equality 
for men and women, but Slovakia has no specific law on 
gender rights. NGOs are striving to increase the public's 
sensitivity to gender issues. They focus on highlighting de­
ficiencies in the actual implementation of the principle of 
equality. These deficiencies include employment discrimi­
nation against women who are pregnant, have small chil­
dren, or are elderly, as well the continuing problem of 
domestic violence. 

In June 2001, the cabinet submitted to Parliament a 
bill on the financial security of churches and religious asso­
ciations. The law stipulates the maximum number of cler­
gymen from each religious denomination whose salaries may 
be financed by the state. The number for each church is in 
proportion to its number of adherents as indicated in the 
latest census. Parliament is scheduled to approve the law in 
April 2002. 

In July 2001, a group of 11 registered churches and re­
ligious associations submitted to the cabinet a proposal to 
conclude an agreement between the government and regis­
tered churches. During the second half of 2001, the cabinet 
and church representatives held several rounds of talks re­
garding the content of the proposed agreement. It is widely 
expected that an agreement between the Slovak government 
and registered churches will be concluded in 2002. 

International institutions including the EU say that 
Slovakia's judiciary is reasonably independent. In 2001, there 
were no allegations of the cabinet or other executive organs 
attempting to pressure courts. Similarly, justices have not 
complained of being pressured. In addition, the government 
respected verdicts issued by Slovakia's Constitutional Court. 

The Slovak Constitution guarantees the right of citi­
zens to full protection under the law. The state is obliged 
to provide an attorney to any criminal suspect who can-
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not afford one. The efficiency o f the Slovak judiciary is 
reduced by the fact that many court~ continue to be over­
whelmed by huge case backlogs. The Ministry of Justice, 
whose role it is to provide logistic.11 support to the judi ­
cial system, is cooperating with international institutions 
in an attempt to modernize the courts and upgrade their 
equipment. 

Corruption 
1999-2000 

3.75 
2001 
3.75 

2002 
3.25 

The legal framework on conflicts of interest for public offi­
cials is set out by a 1995 law. The law bans the Slovak presi­
dent, parliamentary deputies, cabinet members, justices of 
the Slovak Constitutional Court, and other senior state of­
ficials from pursuing any business activities, acting as paid 
intermediaries between the government or corporations with 
government investment and private firms, or receiving in­
come from either side jobs or contracted business relation­
ships that exceed the minimum wage. 

Under this law, all elected officials and senior civil ser­
vants must submit annual declarations of their incomes. 
(According to the Judicial Codex, judges have the same 
obligation.) However, these declarations are submitted ex­
clusively to the parliamentary committee on the prevention 
of conflicts of interest. The information is not available to 
the general public, which makes it harder for watchdog 
groups and ordinary Slovaks tu monitor the law's imple­
mentation. In 2001, Parliament created a special group of 
deputies whose main task is to draft three new laws that 
tackle the issue of conflicts of interest. The first deals with 
protecting the public interest in relation to activities of public 
officials; the second focuses specifically on elected officials 
and certain civil servants; the third relates to officials ofre­
gional and local self-governments. Parliament is likely to 
discuss these laws in February 2002 . 

All institutions that are financed with public funds arc 
subject to the supervisory authority of the Supreme Bureau 
of Supervision. The chairperson of the bureau is elected by 
Parliament. The prime minister's office also has certain su­
pervisory powers. The criminal statute contains provisions 
against racketeering. In 2001, police continued to actively 
combat this relatively widespread criminal activity. 

Slovakia's criminal statute punishes both active and pas­
sive forms of bribery. (An active form of bribery is taking 
the money; a passive form is giving the money.) The 2000 
Act on Protection Against Legalization of Income Gener­
ated by Criminal Activity, which took effect in January 2001, 
is an important anticorruption tool because it toughens the 
penalties for money laundering. In June 2001, Parliament 
amended the criminal statute to define more precisely cer­
tain criminal offenses related to corruption and tighten pun­
ishments for these acts. 

Slovakia's Act on Free Access to Information took ef­
fect in January 2001. The law makes it easier for citizens to 
gain access to information related to government perfor­
mance and activities. Under this law, for example, the pub­
lic is entitled to have acces!. to the results of inspections 
conducted by the Supreme Bureau of Supervision. During 
the year, however, several municipal councils such as those 
in Presov and Velky Krtis adopted administrative measures 
designed to limit implementation of the law. 

In 2001, the cabinet began to implement recommen­
dations stemming from an audit of state agencies by an NGO 
e:-..pert at the request oflvan Miklos, the vice premier of the 
economy. The implementation of the audit's recommenda­
tions has enhanced government transparency. For example, 
institutions that arc financed through the state budget pub­
lished their annual reports for 2000 in April 2001. 

In 2001, the government also continued to implement 
its National Program of the Fight Against Corruption, which 
the cabinet adopted in 2000. Under this program, the cabi­
net established the Executive Committee for the Fight 
Against Corruption, and several individual ministries 
adopted their own action plans. The most serious problem 
related to implementation of the program is the lack of speci­
ficity in many of the tasks stipulated in ministries' action 
plans and the difference between fulfilling formally defined 
tasks that produce statistical evidence of improvement and 
producing real improvements on the ground. 

In August 2001, the cabinet discussed an official Re­
port on Fulfillment of the Action Plans of the Fight Against 
Corruption. The report observed that 52 percent of all stipu­
lated tasks had been fulfilled; however, owing to the afore­
mentioned formal character of the ministries' action plans, 
the actual rate of the program's implementation was lower. 
The overall objective of the program is to reduce the likeli­
hood of corruption by implementing new legislation and 
administrative measures, identifying the most infected ar­
eas, involving a broader spectrum of public actors in the 
fight against corruption, and increasing public resistance 
against corruption. 

Another effort to increase government transparency was 
a 2000 amendment to the Act on Political Parties that out­
lawed anonymous financial donations to political parties and 
made parties' annual financial reports available to the pub­
lic. An April 2001 amendment to the act introduced com­
pulsory audits of the financial records of all political parties. 
The auditors are assigned to particular political parties 
through the drawing oflots by the Slovak Chamber of Au­
ditors. 

In an attempt to better police the public procurement 
process, Parliament approved an amendment to the law in 
November 2001 that will subject all public procurements 
to regulation. Previously, the law regulated only public pro­
curements worth more than 500,000 SKK ($10,700). 

Parliament has also tightened measures to fight cor­
ruption in the judiciary. The 2000 Judicial Code requires 
judges to submit annual declarations of their properties. In 



addition, the Ministq1 ofJustke hJs approved a project that 
will introduce computerized case management in regional 
courts of general jurisdic.:tion. The new system will assign 
cases to judges by random computer selection. 

In July 2001, Parliament adopted two laws on prevent­
ing corruption in the civil service. The laws delineated pre­
cisely the process of selecting, appointing, supervising, and 
remunerating civil servants. They also introduced a category 
of civil servants with special financial and executive powers 
to which stricter rules will apply. The laws also provide for 
the creation of a Civil Service Bureau whose main task will 
be to clJborate .1 code of ethics for state employees. The 
laws will take effect in April 2002. 

In December 200 I, Parliament adopted a law creating 
the position of a public dctender of human rights. Acting 
on initiatives from citizens, the ombudsman has the authority 
to monitor the performance of government agencies and 
their employees' conduct and is entitled to intervene in 
agency procedures. When acting on citizens' complaints, 
the ombudsman is entitled to request that public agencies 
produce necessary documentation, files, and dossiers as well 
as provide explanations regarding the administrative proce­
dure~ used in the matters in question. 

Since the 1998 parliamentary elections, the transpar­
ency of the privatization process has increased considerably, 
mainly due to the fact that the cabinet adopted public ten­
der as the primary privatization method. In 2001, the Slo­
vak branch of Transparency International elaborated the 
Privatization Information Minimum, which the cabinet in­
corporated into all action plans dealing with the fight against 
corruption. This measure defines a set of necessary condi­
tions and arrangements for transparent privatization. The 
availability on the Internet of information from the Com­
panies' Register, the central database of registered trade 
companies, has also helped increase transparency in eco­
nomic affairs. 

In 2001, legal initiatives against corruption encountered 
difficulties stemming both from bureaucratic resistance and 
deeply rooted stereotypes about the willingness of ordinary 
people to accept corrupt behavior; that is, their preparedne~s 
to give money illegally to officials in exchange for benefits. 
Another complicating factor involves the regulation of the 
method by which civil servants make policy decisions. 111ese 
regulations, experts say, do not eliminate civil servants' 
voluntarism in deciding on public matters, fail to define pre­
cise decision-making criteria for policy choices, and do not 
force public officials to justify their decisions. 

In 2001, several senior public officials faced accusations 
and suspicions that they were abusing their positions for 
financial gain. In perhaps the most notorious case, reports 
alleged that Roland Toth, the director of the government's 
foreign assistance department, had manipulated public ten­
ders for projects financed by the EU's Phare program. As a 
result of these allegations, both Toth and Pavol Hamzik, 
the vice premier of European integration, were removed 
from their posts. Although an inspection conducted by the 
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Supreme Bureau of Supervision did not confirm the allega­
tions and failed to establish any evidence suggesting crimi­
nal wrongdoing, it found that procedures for selecting 
eligible candidates for receiving Phare funds were not trans­
parent and created the risk of abuse. In December 2001, 
the cabinet approved measures designed to enhance the 
transparency of the procedures used to disburse EU funds. 

In January 2001, Defense Minister Pavo( Kanis resigned 
because he could not satisfactorily explain where he had 
earned the money for the construction of his mansion. In 
June 2001, Minister of Economy Lubomir Harach fired 
Albin Sladovnik, a director of the Slovak Trade Inspection 
(SOI) office, after an investigation found that Sladovnik had 
violated the law hy keeping his position on the supervisory 
board of a company that was subject to the SOi's supervi­
sion. Pavol Kinces, general director ofSlovensky Plynarensky 
Priemysel (SPP), a state-run gas transit and storage utility, 
resigned in July 2001 after the media reported that he had 
unlawfully transferred to his ownership an apartment that 
belonged to the SPP. 

In 2001, police continued to investigate several cases 
of alleged corruption in the privatization process during 
the administration of President Meciar, who was in office 
from 1994 to 1998. Police also investigated several cases of 
alleged corruption under the current administration; how­
ever, these cases are not connected with the privatization 
process. In 2001, there were no reports of the government 
or individual politicians attempting to intluence these cases. 

According to the Slovak Police Force, there were 68 
cases of alleged bribery of public officials in 2000; police 
cleared the accused in 64 of these cases. Similarly, police 
cleared the suspects in 34 out of 40 reported cases of bribe 
taking and 43 of 49 cases of malpractice. The low number 
of reported corruption cases in Slovakia testifies to the rela­
tively low efficiency of law enforcement organs. Further­
more, police usually go after alleged perpetrators in low-level 
corruption cases, while not pursuing cases involving senior 
public officials. 

Prior to recent reforms, public administration in Slovakia 
was highly centralized . This often made decision-making 
processes subjective and increased the opportunities for 
corruption on the part of government officials. The 
nontransparent system of procuring and providing many 
goods and services along with the widespread official prac­
tice of stipulating the applicable prices on the basis of sub­
jective decisions created a fertile breeding ground not only 
for the inefficient allocation of public funds but also for 
corruption and clientelism. 

The laws on public administration reform adopted in 
2001 may come to be seen as major landmarks in the fight 
against corruption. They transferred important powers and 
competencies from the central government to elected local 
and regional bodies, which can more easily be monitored 
by citizens. In 2001, the average gross monthly wage of 
civil servants was 14,641 SKK ($314). The overall average 
monthly wage was 12,064 SKK ($259). 
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Opinion polls conducted in Slovakia over the past sev­
eral years ha\ e uniformly indicated that citizens perceive 
corruption to be widespread, particularly in health care, the 
judiciary, LUStoms offices, the police force, and certain min­
istries. Citizens' views on corruption reflect in part the poli­
cies of whatever administration is in office. For example, 
the widespread corruption alleg.ltions surrounding the 
Meciar administration's privatization program led many citi­
zens to say that corruption was ubiquitous. In polls taken 
during the current D.wrinda administration, the areas that 
survey respondents cite as most corrupt tend to be those 
like health Lare and education where radical reforms have 
not been carried out. 

Although opinion polls confirm that citizens continue 
to view corruption as widespread, there have been certain 
positive trends in this respect since 1998. For instance, ac­
cording to recent polls conducted by the government's Sta­
tistical Office, citizens say they do not have to b1ibe officials 
as frequently as they did in 1998. The percentage of respon­
dents saying they had paid bribes declined to 27.4 percent 111 

2000 from 33 percent in 1998. According to opinion polls 
conducted between 1998 and 2001, about 15 percent of Slo­
vaks perceive corruption as an acute problem, but an even 
greater number perceive low living standards, high unem­
ployment, or criminality as more pressing issues. In 2001, 
the Ministry of Education, in cooperation with Transparency 
International's Slovakia branch, launched a project to intro­
duce into tl1e school curriculum units on transparency in 
public affairs and the fight against corruption. 

In 2001, government institutions in cooperation with 
NGOs held a number of conferences, seminars, and other 
events that focused on the campaign against corruption. 
Transparency International's Slovakia branch also 
launched a broad television and radio educational cam­
paign promoting the necessity of adopting appropriate 
tools for combating corruption. Both public and private 

media rigorously cover the government's anticorruption 
campaign. 

Transparency International's 2001 Corruption Percep­
tions Index ranked Slovakia 51 '' out of 91 countries sur­
veyed with a score of 3.7 out of l 0, with l 0 representing 
the lowest level of perceived corruption. The top-ranked 
and least corrupt country, Finland, received a 9 .9. In 2000, 
Transparency International ranked Slovakia 52"'1 with a score 
of3.5 . 
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In 2000, Slovakia was one of only five out of27 post-Com­
munist countries whose GDP was higher tlian it was in 1989. 
Slovakia's GDP in 2000 was 887.2 billion SKK ($19.2 bil­
lion), which was about 103 percent of the 1989 level. GDP 
grew by 2.9 percent in the first half of 2001 after growing 
by 2.2 percent in 2000. Slovakia's per capita GDP, adjusted 
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for purchasing power parity, was $11,490 in 2001, which 
was 48 percent of the average per capita GDP of member 
countries of the OECD. 

111e Slovak government's economic policies in 2000 and 
200 l focused on three main areas: continuing to restore mac­
roeconomic stability, restructuring the corporate and banking 
sectors, and reducing barriers to competition in the private 
sector and cracking down on abuses of monopolistic power. 
However, nearly all economic policy measures focused exclu­
sively on the revenue side of public finances, with virtually no 
reforms of the expenditure side. The government has carried 
out few reforms of the education, health care, and pension 
systems. Reforms in these areas are needed to improve the 
efficiency of public spending. 

In its Re..1111lm· Report on Slo1mllia,s Progress Towm·ds 
Accession, published in October 2001, the European Com­
mission noted that Slovakia has a functioning market 
economy, stating that if"[Slovakia] makes further substan­
tial efforts in medium-term fiscal consolidation and in de­
veloping and fully implementing the announced structural 
reform program, it should be able to cope with the com­
petitive pressure and market forces within the Union in the 
near term." At the same time, however, it pointed out that, 
"the better use and retraining of human capital resources 
remain urgent priorities for fully exploiting and extending 
Slovakia's growth potential." The European Commission 
also expressed apprehension over the government's proposed 
2001 budget, which, it said, could threaten the country's 
already fragile macroeconomic stability. 

In 2001, a delegation from the IMF said that Slovakia 
had achieved respectable results in terms of economic indi­
cators since independence and that the IMF considers the 
country's economic outlook to be promising. The officials 
warned, however, of the risk in postponing reforms in sev­
eral areas, including fiscal consolidation. In 2001, the World 
Bank extended a $200 million loan to Slovakia to help the 
country carry out reforms in areas such as banking and en­
terprise restructuring. 

Slovakia's dominant scheme for privatization has been di­
rect sales to strategic foreign investors. Economists generally 
praise this privatization method, but some have also pointed 
out that by using this method Slovakia has missed out on the 
opportunity to further develop its capital markets. 

The government has made considerable progress in the 
privatization of the country's banking sector. The govern­
ment spent 105 billion SKK ($2.2 billion) to restructure 
the three largest state-owned banks (Slovenska Sporitelna, 
Vseobecna Uverova Banka, and Investicna a Rozvojova 
Banka). The subsequent sale of the banks to foreign inves­
tors helped the government recoup about 40 percent of 
this sum. 

The government has also made progress in its plan to 
fully or partially privatize the country's natural monopolies 
in the energy industry. It is ready to sell off a 49 percent 
stake in Slovensky Plynarensky Priemysel (SPP), a gas tran­
sit and storage utility that plays a key role in transporting 
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Russian gas to Western Europe. In December 2001, the 
government agreed to sell to the Russian company Yukos a 
49 percent stake in Transpetrol, the utility that operates 
Slovakia's network of oil pipelines. The government also 
launched the process of privatizing Slovenske Elektrarne 
(SE), a state-run utility that operates all of the country's 
power stations. To this end, Parliament adopted the Act on 
Regulation in Network Industries, which sets out the legal 
framework for privatization of the energy sector. 

The private sector produces approximately 85 percent 
of Slovakia's GDP and employs 68.2 percent of all workers 
in the formal sector. EUROSTAT estimates that the under­
ground economy amounts to 15 percent of the country's 
GDP. 

In the first half of 2001, the country's banking sector 
produced a profit of almost 9 billion SKK ($186 million), 
compared with a lossof613 million SKK.($13.3 million) in 
the same period in 2000. Slovakia has 21 commercial banks 
(two of which are in the process of merging), two state-run 
finance houses, and two banks that the government has 
placed under the administration of the National Bank of 
Slovakia (NBS), the central bank. It is estimated that when 
Slovakia's banking privatization is completed, foreign in­
vestors will control approximately 90 percent of the banks' 
total capital 

By amending the Act on the National Bank of Slovakia 
in 2001, Parliament further strengthened the central bank's 
independence and spelled out more precisely its mandate 
and competencies. The amendment forbids the government 
from financing the public deficit using NBS funds, formally 
increases the central bank's independence, and shifts the 
main objective of its monetary policy from restoring mon­
etary stability to sustaining it. In 2001, the Slovak crown 
was relatively stable against the euro. 

Slovakia's capital market continues to suffer from what 
is commonly known as "capital undernourishment." Low 
capital share and liquidity, mainly on the stock exchange, is 
retlected in the shortage of desirable stocks and often by 
the companies' poor performance. The main causes are the 
lack of protection for minority shareholders, legislation that 
allows nontransparent business conduct, and poor corpo­
rate governance and shareholder relations. 

The overall volume of trades largely depends on the 
volume of trading in government bonds, which represent 
more than 90 percent of all trades on the exchange. Some 
experts say that competition between Slovakia's two securi­
ties markets, the Bratislava Stock Exchange and the RM­
System, works to the disadvantage of Slovakia's small capital 
market by keeping both major players weak. 

In August 2001, the cabinet approved the new draft 
bill on securities that is widely considered to be the crucial 
legal rule for regulating the capital market in Slovakia. The 
main objective of the law is to create a standard, interna­
tionally accepted legislative environment for the country's 
capital market that complies with requirements of OECD 
and EU membership. 
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In the fall of 200 l, the government reduced the corpo­
rate income tax rate from 29 percent to 25 percent and indi 
vidual income tax rates from 12 percent to lO percent in the 
lowest income category and from 42 percent to 38 percent 
in the highest bracket. The rates for people in the middle 
brackets were not reduced. 

As part of its continuing efforts to restore macroeco­
nomic stability, the cabinet in January 200 l adopted a pack­
age of measures that focused primarily on eliminating 
economic distortions caused by regulated prices of natural 
monopolies. The reforms, however, caused a further increase 
in these prices. The cabinet realized that jacking up regu­
lated prices would not by itself prevent future distortions. 
Therefore, it established an independent body to regulate 
prices in the so-called network industries. The Office for the 
Regulation of Network Industries will begin regulating prices 
in 2003. 

In February 200 l, Parliament passed a law aimed at 
promoting a competitive economic environment. In 2001, 
the government also substantially amended the commercial 
code to harmonize it with EU regulations and guidelines 
and the OECD's Principles of Corporate Governance. The 
amendment aims to improve transparency in corporate gov­
ernance. In a continuing problem, Slovakia's inefficient court 
system poses an obstacle to the speedy resolution of com­
mercial disputes. 

In 2000, foreign direct investment (FDI) in Slovakia 
reached a record high of $2.032 billion, nearly as much as 
the total for the previous nine years. However, most invest­
ment was for the purchase of shares of privatized firms rather 
than new companies and factories. This so-called "greenfield 
investment" in new companies tends to have a greater po­
tential to create jobs. According to NBS data, FDI inflow in 
the first halfof2001 reached $570 million. 

After the cabinet in September 2000 outlined the basic 
framework for restructuring and transforming the country's 
energy sector, it embarked on the process of restructuring 
and privatizing Slovenske Elektrarne (SE), the monopoly 
operator of all of Slovakia's power stations. However, the 
process slowed in 2001, and privatization of a 45 percent 
stake in SE was postponed until after July 1, 2002. 

The cabinet also approved a plan to liberalize the do­
mestic electricity market, but it failed to meet its deadline of 
July 1, 200 l, to liberalize the market to provide energy to 
large companies. The main reason was that the distribution 
companies feared they would suffer heavy financial losses as a 
result of the stiffened competition. 

If the cabinet meets a new deadline of January l, 2002, 
to liberalize the market for large- as well as most mcdium­
size consumers, Slovakia will have liberalized nearly 32 per­
cent ofits domestic electricity market. The government hopes 
to folly liberalize the electricity market by the end of 2004. 

Slovakia's unemployment rate continued to be high in 
200 l, reaching 19 .2 percent in the middle of the year. How­
ever, the unemployment rate began to be driven less by a 
decline in the overall number of employed people and more 

by growth in the labor force . At the beginning of 2001, 
Slovakia's priv,tte sector recorded its fastest growth in the 
number of newly employed people since 1997. Unemploy­
ment benefits in 2001 amounted to 28 .8 percent of the aver­
age monthly wage. 

Slovakia's pension system is not ~ustainable in the long 
term because of current demographic trends, in particular 
the growing number of recipients of retirement benefits. 
Moreover, the value of the benefits is increasing. At the same 
time, the average value of retirement benefits as a percentage 
of the average wage ( 44. l percent in 2000) in Slovakia con­
tinue!> to be low compared to Westem countries. Experts say 
the existing pension system is flawed because of its pay-as­
you-go sy1>tem of financing. Pension system reforms that are 
being prepared by the cabinet do not tackle this problem; 
instead, they envisage that the running system of financing 
will continue to be predominant even after 2025 . 

In 2000, the average gross monthly wage reached 
11,430 SKK.($247), down by4.9 percent in real terms com­
pared to the previous year. ln the second quarter of 2001, 
the average wage reached 12,064 SKK ($259). Because of 
moderate growth in consumer prices in 2001, real wages 
recorded year-on-year growth of0.3 percent in the first half 
of the year after declining for one and a half years. In the 
first quarter of 2001, the highest average wages were in 
banking and insurance, where typical wages were l .8 times 
the national average. The lowest average wages were in the 
civil service, social welfare, health care, education, and agri­
culture, where typical wages were only seventh-tenths of 
the national average. 

Although the Slovak Constitution guarantees free medi­
cal care to all citizens, the exercise of this right appears to be 
unsustainable in the long term given the existing way that 
the health system is financed and its generally poor financial 
condition. The most serious problem facing the country's 
health service is its ballooning debt, which in the first half of 
2001 amounted to 24 billion SKK ($496 million), or ap­
proximately one-third of the total health budget. According 
to data provided by the Ministry of Health Care, health care 
spending in 2000 amounted to 56.9 billion SKK ($1.2 bil­
lion), or 6.4 percent of GDP. However, private analysts said 
that spending on health care equaled 73.6 billion SKK ($1.6 
billion), or 8.3 percent of GDP, when items like informal 
payments for medical services arc taken into account. Ana­
lysts estimated that these informal payments amount to 12 
billion SKK ($260 million). 

Gi·igorij Mcscz11ikm1 is the president of the !11stit11tc fo1· Public 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 2.00 1' 1.95 1' 1.94 1.94 1' 1.81 

Ruic of Law na na 1.75 1.75 .J, 1.88 

Economic Liberalization 2.38 1' 2.17 1' 2.08 2.08 .J, 2.17 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 9,417.6 9,438.8 9,102.9 9,792.5 10,050.2 9,073.0 9,416.2 

Real GDP growth(% change) 4.1 3.5 4.6 3.8 5.2 4.6 2.2 

Inflation rate 13.5 9.9 8.4 8.0 6.1 8.9 8.6 

Exporrs ($millions) 8,350.0 8,353.0 8,408.0 9,091.0 8,623.0 8,808.0 9,160.0 

Imports($ millions) 9,303.0 9,178.0 9,184.0 9,880.0 9,868.0 9,947.0 10,046.0 

Foreign Direct Investment ( $ millions) 183.0 188.0 340.0 250.0 144.0 110.0 385.0 

Unemployment rate 7.4 7.3 7.1 7.6 7.4 7.2 5.9 

Life Expectancy (years) 73.4 74.4 74.7 74.8 74.9 75.3 76.0 



INTRODUCTION 

Slovenia's transition to a democratic political system and 
market economy began slowly in the late 1980s and 
intensified when the country declared independence 

in June 1991 from the Socialist Federal Republic ofYugo­
slavia (SFRJ). For the last decade, Slovenia has been a 
constitutional democracy that is characterized by free 
and fair elections, a Parliament with full legislative power, 
and an independent judiciary. The country's political 
system is stable, and the fact that the current govern­
ment enjoys a comfortable majority only further en­
hances political stability. The country possesses few 
outstanding disputes with other states, and its minori­
ties are generally satisfied. 

Although the overall social situation in Slovenia is 
stable as well, civil society has stagnated somewhat. Lev­
els of membership in nongovernmental organizations 
remain below global and European averages. However, 
progress made on this front in 2001 was some of the 
most encouraging news of the year. Several new NGOs 
made front-page news throughout the year, and sup­
port structures for NGOs increased. A renewed and 
more vibrant civil society will help maintain stability and 
could help push it to greater levels. 

Another major source of the country's stability has 
been its economy. Growth has been steady since 1993, 
and independent observers consistently rank it the stron­
gest economy in Eastern and Central Europe. The World 
Bank declared Slovenia "fully developed" in 2000. 

The work Slovenia has completed to fulfill the re ­
quirements of membership in the European Union is 
perhaps the most significant factor contributing to the 
country's stability. By the end of 2001 , Slovenia had 
closed 26 of its 29 chapters on accession. That is, it had 
harmonized 26 thematic groups of legislation with EU 
law. Slovenia is the most prepared candidate for EU 
membership, and it has virtually assured itself a place in 
the first wave of expansion. When it completes the re­
maining chapters, Slovenia will be on an equal footing 
with Western Europe, and its transition to democracy 
and a market economy will essentially be complete. 

Despite all of its accomplishments over the last de­
cade, Slovenia docs have its flaws . Some of the biggest 
problems Slovenia confronted during the period cov­
ered by this report concerned the independent media. 
Although the situation is only beginning to attract con ­
cern internationally, domestic outcry has been steady 
and significant. Other shortcomings include the failure 
to reform the civil service, controversies over corrup­
tion, and an increase in police brutality. 
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Since 1991, when Slovenia gained its independence from 
the SFRJ, Slovenia has had a remarkably stable political sys­
tem. Elections occur regularly and without significant ir­
regularities . Transfers of power consistently take place 
without incident. 

Slovenia held its first direct, multiparty parliamentary 
elections in 1990, when it was still a part of the SFRJ. Re­
formed in 1992, Slovenia's parliamentary system resembles 
Western models. Parliament is composed of two bodies, the 
National Council and the National Assembly. The 40-mem­
ber National Council has limited powers: it may advise the 
National Assembly, call a referendum, or call a parliamen­
tary inquiry. The council has no legislative authority. The 
90-member National Assembly is the sole legislative body. 
It also has electoral and enforcement functions. This sys­
tem has been described as "incomplete bicameral." Parlia­
ment passed an election law in 2000 that introduced a 
modified proportional system and raised the threshold for 
gaining seats in the National Assembly from 3.2 to 4.0 per­
cent. The law is consistent with European standards. 

The most recent elections to the National Council took 
place in November 1996. Special bodies that are designed 
to give civil society a voice in Parliament elect the council's 
membership. Municipal administrations elect 22 members. 
Economic groups elect the other 18. Or, more specifically, 
of these 18 members, nonprofit organizations elect 6; em­
ployers, 4; employees, 4; and farmers, small businesses, and 
professionals, 4. The next election will take place in 2002. 

The first postindependence elections to the National 
Assembly took place in December 1992. The party Liberal 
Democracy of Slovenia (LDS), which is led by reformed 
Communists, won the highest percentage of the vote. Al­
though it is the president's responsibility to nominate a can­
didate for the post of prime minister, thus far the leader of 
the party that wins the parliamentary election has always 
filled the position . Parliament confirms the prime minister, 
who in turn forms the government. In early 1993, LDS 
leader Janez Drnovsek became the country's first prime 
minister. 

In the 1996 general elections, a deadlock emerged when 
the left-leaning and right-leaning parties each won half of 
the assembly's 90 seats. However, since the LDS had won 
the highest percentage of the vote, it set out to form a gov­
ernment. After three months of maneuvering, a grand coa­
lition composed of the LDS, the center-right Slovene 
People's Party (SLS), and the Democratic Party of Pen­
sioners (DeSUS) took power. 

When the governing coalition collapsed in April 2000, 
early elections were anticipated . However, at that time the 
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SLli merged with the Slovenian Christian Democrats (SKD), 
and the newly created SLS+SKD was able to form a new 
government, with Andrej Bajuk JS prime minister. It did so, 
though, in the face of considerable resistance. It took three 
attempts and almost a full month to gain parliamentary ap­
proval for Bajuk. It then took two more tries and another 
two weeks to gain approval for Bajuk's ministerial nomi­
nees. The fact that the entire process proceeded according 
to prescribed processes indicates real stability. When Bajuk 
finally completed the formation of his government in June 
2000, the transfer of power took place properly. 

On October 15, 2000, Slovenia held its third parlia­
mentary elections. Eight parties received a mandate: the 
LOS, the SLS+SKD (formed in April 2000), the Social 
Democratic Party of Slovenia (SOS), the United List of 
Social Democrats (ZLSD), the DcSUS, the Slovene Na­
tional Party (SNS), the Slovene Youth Party (SMS), and 
the New Slovenia-Christian People's Party (NSi). 

Parliamentary Election Results, 1996 and 2000 

PARTY 2000 %VOTE 2000 #SEATS 1996 #SEATS 
LDS 36.21 34 25 
sos 15.80 14 16 
ZLSD 12.07 11 9 
SLS+SKD 9.53 9 29 1 

NSi 8.76 8 na 
DeSUS 5.16 4 5 
SNS 4.38 4 4 
SMS 4 .33 4 na 
Total 100 88 2 88 2 

1 In the 1996 clcctio11, the SLS and tile SKD mu as two pm·-
tics. The SLS 11'011 19 scats, the SKD 10. 
2 T71c 1·cmai11i11g 2 scats are rcscn1cd f01; rcspccti11cly, one rcp­
rcsentatiPc of the Italian national minority and one 1·cp1·c­
scntatii>c of the Hungarian national minority. 

In November, Jancz Drnovsck again became prime 
minister. Exactly one month after the election, the heads of 
the LOS, the ZLSD, the SLS+SKD, and the DeSUS signed 
a coalition agreement. This coalition holds 58 of the 
assembly's 90 scats. Although the SMS did not formally 
join the coalition, it signed an agreement in which it of­
fered the coalition its support. At present, there are 14 min­
isters serving as heads of ministries and l minister without 
portfolio. Three of the ministers are women. Including the 
prime minister, the government comprises 16 posts and is 
representative of the coalition. 

Relations between the government and the opposi­
tion are active. The SOS and the NSi, which are int<:>r­
mally referred to as Coalition Slovenia, lead the opposition. 
In the National Assembly, Coalition Slovenia has been criti­
cal of the government and has tried to enhance the 

opposition's role. At times, the two parties have resorted 
to obstructionism, though on the whole they have proven 
to be effective. 

Slovenia held its first presidential election in December 
1992. Milan Kucan, the head of the Communist Party since 
1986, proved victorious in a vote that was considered free 
and fair. In November 1997, voters reelected Kucan with 
65 percent of the rnte. The second-place candidate, Speaker 
of Parliament Jancz Podobnik, received only 18.4 percent. 
Six other candidates divided the remaining votes. 

The Law on the Election of the President of the Re­
public requires a prospective presidential candidate to se­
cure one of the following: nominations from at least 10 
members of the National Assembly; the backing of a party 
that has at least 3 members in Parliament or enjoys the sup­
port of 3,000 voters; or the backing of a group of at least 
5,000 voters. The next presidential election will take place 
in 2002. Kucan is not eligible to run for a third term. Sev­
eral politicians, including Prime Minister Drno,·sck, have 
announced their intentions to run . 

In 1992, voter turnout in independent Slovenia's first 
general elei:tion was 80 percent. Turnout has declined ever 
since, particularly in urban areas. General elections in 1996 
had a turnout rate of about 74 percent. For the October 
2000 elections, that number dropped to 70.4 percent. Lo­
cal elections have much lower rates of voter participation: 
in 1994, 60 percent in the first round and 50 percent in the 
second; in 1998, 55 percent. Special elections in Ljubljana 
in 2001 had a turnout rate of only 36 percent. The State 
Election Commission does not collect data on female voter 
participation . 

A wide range of parties has existed since 1989. Although 
only 1.5 million people in Slovenia are eligible to vote, 34 
parties are currently registered. Independent candidates and 
candidates with multiple party affiliations also participate in 
elections. They generally have much more success in local 
elections than in national ones. No political parties have 
been banned or declared illegal. 

To form a party, 200 adult citizens must sign a petition 
and submit it for entry into a register at the Ministry of 
Internal Affairs. Parties that maintain their headquarters 
abroad are banned, as arc contributions from foreign sources. 
Parties that hold seats in Parliament receive roughly 60 per­
cent of their funding from the legislature itself. These par­
ties must provide financial reports to the National Assembly 
and to the court of audit, which monitors their budgets. 

Membership figures of political parties are not widely 
circulated. However, membership levels have declined steadily 
in the past 10 years. The same has been true of participation 
in nongovernmental organizations and trade unions. 

The Constitution guarantees minorities participation 
in Parliament by reserving one seat each for the country's 
Italian and Hungarian communities. There are no signifi­
cant minority-based political parties or movements. The 
number of women in Parliament increased from 7 in 1996 
to 12 in 2000. 
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Slovenia's NGO sector enjoyed a promising start in the late 
1980s, when the Communist Party embraced political and 
social pluralism. However, over the last 10 years, it has lost 
much of its influence and has fallen into sharp decline. The 
must significant civil society movement of the 1980s was the 
Committee for the Defense of Human Rights, which citizens 
organized in 1988 to protest the highly politicized trial of 
Slovene journ.1lists who had been accused of possessing classi­
fied military documents. Less than a year later, more than 100 
grassroots organizations and 10 altemative political parties were 
thought to have formed. When Slovenia's political space 
opened, many of the nation's early NGO leaders entered poli­
tics. Their departure left a vacuum in civil society. 

In 200 l, there were hopeful signs of a renaissance in 
civil society. In February, a dynamic group called the Office 
oflntcrvention burst onto the scene by organizing two ral­
lies to show solidarity with refi.tgces and to protest general 
intolerance in society. The Office of Intervention was 
founded in 2000 to deal with intolerance against refugees, 
but throughout 2001 it widened its focus to include all forms 
of intolerance. In the summer, the Movement for the People 
emerged in Maribor. This group led the outcry over the 
government's decision to locate the headquarters of the new 
Slovene Electric Holding in Ljubljana instead of Maribor. 

Perhaps the most significant development in 2001 was 
the founding by 27 NGOs of the Center for Non-Govern­
mental Organizations of Slovenia (CNVOS). More than 40 
NGOs are now active in the project, the mission of which is 
to help develop and strengthen the NGO sector by improv­
ing legal, tax-related, and human resources conditions. The 
center will act as an intermediary between the government 
and the NGO sector and give NGOs a greater say in the 
preparation of legislation and government policies. The 
governmental Service for European Affairs provides CNVOS 
with partial funding. 

There are more than 15,000 NGOs in Slovenia today. 
They focus on a wide spectrum of concerns, including the 
environment, gay and lesbian issues, religion, minority is­
sues, sexual harassment, drug use, and suicide. NGOs also 
work to increase levels of technical competence in business 
and public policy and to provide training for university fac­
ulty and media professionals. Most NGOs have weak orga­
nizational structures, small memberships, and very few, if 
any, paid staff members. More experienced NGOs guide 
and provide assistance to other groups on a limited basis. 
Information about NGO management issues is widely avail­
able in the Slovene language. 

A survey conducted in 1992, one year after indepen­
dence, found that Slovenia had the lowest levels of mem­
bership in NGOs in Central and Eastern Europe. A follow-up 
survey in 1999 showed that membership in most voluntary 
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organizations had doubled or tripled but was still well be­
low the European average from 1992. The United Nations 
Development Programme estimates that today, levels of 
membership in voluntary organizations in Slovenia arc 
among the lowest of all developed countries. Only partici­
pation in volunteer fire brigades may be considered above 
global and European average~. According to a recent UNDP 
report, Slovenia "closely resembles" Romania, Bulgaria, and 
Hungary in terms of membership and work in voluntary 
organizations. 

A 1995 law regulates the activities of associations, foun­
dations, and other nonprofit organizations. NGO~ gener­
ally lack financial resources and depend on external sources 
of funding to conduct programs. Although they may earn 
income, NGOs may not be founded for the sole purpose of 
making a profit. Tax exemptions and tax-deductible contri­
butions are permitted only under special conditions. Foun­
dations and associations may receive government funding 
according tu specific regulations and conditions. Founda­
tions must submit yearly financial reports to appropriate 
governing bodies. Foreign financing is often distributed 
through rcgranting organizations. 

Numerous NGOs address women's issues. Slovenia also 
has various crisis and help lines for women who arc victims 
of violence. A network of NGOs that operates under the 
name Autonomous Women's Groups cooperates with in­
ternational and foreign organizations on the promotion of 
women's issues. Major political parties have women's groups 
within them. There are also professional groups for women 
such as the Women's Section of the Managers' Association 
and the Slovene Policewomen 's Network. 

Many minority groups, including the Italians, Hungar­
ians, Serbs, Bosnians, and Albanians, have formed their own 
civic and cultural organizations. The Roma have been par­
ticularly successful in this regard. Most religious groups arc 
quite small and do not possess sufficient resources to en­
gage in extensive charitable work. The Roman Catholic 
Church is by far the largest, most influential, and most ac­
tive religious group in the country. The significantly smaller 
Evangelical Church holds a special place owing to its his­
torical role as guardian of the Slovene national identity. 

Trade unions play a larger role in public lite in Slovenia 
than in other southeast European countries. The Constitu­
tion protects the right to unionize, bargain collectively, and 
strike. According to the European Commission, approxi­
mately 50 percent of workers belong to trade unions. For a 
total national workforce of about 850,400, there are ap­
proximately 30 unions. The country's 2 leading unions have 
constituent branches throughout the country. There arc also 
several unions for government administrative workers and a 
number of small-business associations. 

The Union of Workers in State Organs and Organs of 
Local Communities has approximately 13,500 members, 
or about 45 percent of all state and local administrative 
workers. The Police Union, with 4,000 to 5,000 mem­
bers, represents only public servants in the Ministry of the 
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Interior. Most farmers arc represented by their political par­
ties . Although individual union members hold po~itions in 
the legislature, unions themselves are independent of the 
government. 

The country's principal small-business associations arc 
the Assm:i.uion of Employers of Slovenia, the Chamber of 
Crafts of Slovenia, and the Association of Employers in Sm.111 
Busine&ses, Catering, Intellectual Services, Tourism, Trade, 
and Freight Transport. These groups cstahlishcd ''council 
for determining wage and social policies. According to the 
Chamber of Crafts of Slovenia, Slovenia's small manufac­
turing and skilled trades sector employs almost l 30,000, or 
nearly 20 percent of the workforce. At the beginning of 
1998, membership in the Chamber of Crafts was approxi­
mately 51,400. However, trade unions ha\'e also experienced 
declining membership. Between l 992 and 1999, member­
ship in trade unions fell by approximately 12 percent. That 
trend continued through 200 l . 

The public and the government see the nonprofit sec­
tor in a positive light. Media coverage of NGO events and 
activities is frequent and generally accurate and fair. Inter­
est groups and other associations are not consulted during 
the preparliamentary stages of the legislative process. How­
ever, every piece of legislation must be submitted to the 
National Council, which often consults with NGOs on draft 
laws. In recent years, informal consultations with various 
interest groups have taken place during the preparation of 
major pieces of legislation. 

The Law on Rdcrenda and Popular Initiatives, which 
entered into force in July 2001, states that the results of 
reterenda must become law within one year of the referen­
dum. It also raises the number of signatures required to 
propose a I"l'ferendum from 200 to l ,000. The Speaker of 
Parliament must receive those 1,000 signatures within seven 
days of the passage of a law. Upon receipt, supporters of a 
rdcrendum have 30 days to collect the 40,000 signatures 
needed to hold it. Formerly, the 30-day period started on 
the day the law was passed. The intention of the new law is 
to lessen the abuse of rdcrenda as a means of obstructing 
the work of the government. 

Overall, Slovenia's educational system is free of propa­
ganda and political intluence. There are 814 primary schools 
in Slovenia, l 46 secondary schools, and 69 institutions of 
higher education, including 2 universities. Plans for a third 
university in the coa&tal Primorska region proceeded over 
the course of 2001. Plans for a fourth university in Novo 
Mesto in the Dolenjska region lack support. 

In June, university students protested in Ljubljana and 
Maribor over two major issues: a proposed increase in the 
cost of education and a proposal to eliminate the tax-free 
status of student income and financial aid. Virtually simul­
taneously with the demonstrations, the government estab­
lished two councils to deal with the students' problems. 
The first council will formulate a strategy for developing 
educational standards and improving higher education in 
the country. The second council will oversee the comple-

tion of 4,000 new student housing units, the construction 
of which began in 1998. Later in the year, the government 
increased the plan to 4,500 units. 
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True freedom of the press in Slovenia can be traced to the 
l 980&. The weekly magazine Mladina was the official or­
gan of the Socialist youth organization, but throughout the 
1980s it took a highly independent stance and became quite 
critical of the Communist regime. Mladina and its journal­
ists, along with the journal Nova Revija and the alternative 
radio station Radio Student, played a major role in opening 
up the political and social space in Slovenia. By the 1990s, 
however, the quality of the media had started to slip. 

There arc three serious dailies in Slovenia: Delo ( circula­
tion 93,000; readership 220,000), Vecer (78,000; 197 ,000), 
and Dnevnik (71,000; 150,000). However, the tabloid-style 
Slovcnske Novice (96,000; 302,000) is the most popular daily 
by far. Together, these four papers control some 90 percent 
of the total market. Additionally, there are two specialized 
dailies: the sports paper Ekipa ( 18,000; 42,000) and, as of 
February 2001, Finance (9,000; 52,000). There are also about 
five regional, two national, and three local nondailies that 
have a total circulation of about 330,000. 

The Italian and Hungarian minorities enjoy state-sup­
ported radio and print media. Both the Bosnian and the 
Albanian communities publish newsletters in their languages. 
In late 2000, a Serbian group began publishing a bilingual 
journal with financial assistance from the Ministry of Cul­
ture. The country's Roma minority has two local radio pro­
grams and a news bulletin. 

The national press agency, Slovcnska Tiskovna Agencija 
(Slovene Press Agency, or STA), was founded in 1991. STA 
offers regular materials in Slovene as well as additional ma­
terials in English. It is a member of the European Associa­
tion of Press Agencies. 

The national Radio-Televizija Slovenija (Slovenia Ra­
dio-Television, or R1VS), which broadcasts over 3 radio 
stations and 2 television channels, is Slovenia's leading pro­
vider of audiovisual media. At the national level, there are 4 
commercial television stations: Gajba 1V, Kanai A, POP 1V, 
and 1V3. There are also about 42 private stations at the 
local level. Of the country's approximately 68 private radio 
stations, Radio Maribor and Radio Student are among the 
most popular. 

The Slovene Journalist Society was established in 1944. 
Today, around 95 percent of all journalists belong to it, but 
data on membership are not readily available. Overall, the 
society is not considered politically influential. Although 
there are trade unions for most media professionals, there 
arc none for private television professionals. 



Three groups offer assistance to the media: the Coor­
dinating Center for Independent Media, the International 
Federation of Journalists Balkan Coordinating Center for 
Independent Media, and the Union of Slovene Journal­
ists. The Open Society Institute closed its office in Slovenia 
in 2000. 

Article 39 of the Constitution guarantees freedom of 
the press by securing the right to "collect, receive, and cir­
culate information and opinions." The greatest threats to 
press freedom stem not from government control, but from 
self-censorship, indirect political pressure, and journalistic 
inexperience, which is the result of more than 40 years of 
authoritarian Communist rule. At least I4 articles in the 
penal code address the issue oflibel. 

After almost two years of deliberations, Parliament 
passed a new Law on Media in April 200 I. Compared to its 
predecessor of I 994, the new law increases the responsibil­
ity of media to the state and strengthens the state's influ­
ence on state-run media programming, questions of 
ownership, and internal organization. It contains special 
provisions on regulating the use of the Slovene language in 
the media and on preventing and punishing the promotion 
of intolerance through the media. The law also contains a 
controversial provision on the creation of the Fund for Au­
dio Visual Materials; provides guidelines for government 
support of media activities; and removes ownership restric­
tions on media enterprises. There are no provisions on regu­
lation of the Internet. Neither the government nor media 
professionals are satisfied with the law. Nonetheless, it ac­
complishes the goal of fully harmonizing Slovenia's media 
legislation with that of the European Union. 

As of 1997, all media, with the exception of RTVS, had 
been privatized. One of the country's three publishing 
houses has entered the stock market. Independent vendors 
control distribution. A small domestic market and a lack of 
diversified funding contribute to intense competition among 
media outlets. 

Previously state-owned operations tend to have greater 
capital assets. Four of the current daily newspapers were 
established before independence, and most attempts to 
found new dailies have tailed. Slovenec began publication 
in June 1991 but folded in November 1996; Republika 
published from 1992 until 1996; and Jutranjik lasted only 
for the month of June I 998. Only Slovenske Novice and 
Finance have successfully entered the market. Even well­
funded papers lack the diversified financial base needed to 
insulate them from sudden fiscal difficulties. Foreign invest­
ment in the media is rare, especially in the print media. At 
present, the state provides no subsidies to stimulate plural­
ity in the media. 

Although Slovene media are generally editorially inde­
pendent, self-censorship and political pressure do exist. Print 
media enjoy greater freedom than broadcast media, which 
rely to some degree on government funding. Slovene jour­
nalists have complained about the influence of economic 
and political interests, about inexperienced journalists who 
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lack proper reporting skills, and about economic competi­
tion that gives rise to sensationalism. Nonetheless, Slovene 
media offer a full range of opinions and ideas. The election 
law requires the media to offer free space and airtime to 
political parties during elections. Television networks rou­
tinely give viewers access to public figures and opinion mak­
ers from across the political spectrum via a broad range of 
public interest programming. 

Article I69 of the civil code, which prohibits insulting 
officials, was last used in 1996 to prosecute a journalist. In 
April I 999, the criminal code was amended so that persons 
who disclose ~tate or military secrets will not be punished if 
the disclosure aids in exposing "irregularities" in the orga­
nization of the intelligence service!> or the military, or if the 
disclosure or publication has no detrimental consequences 
tor the state. 

Two events in 200I raised serious concerns about free­
dom of the press in Slovenia. First, a court ruled that au­
thorities had committed a human rights violation when they 
attempted to establish RTVS reporter Tomaz Rane 's sources 
by acquiring a list of phone numbers that R.1nc had called 
in late I 998. At the same time, the ruling itself could sug­
gest something positive about the preservation of journal­
ists' rights because, according to the magazine Mladina, it 
is the first official record of violations of the human rights 
of journalists in Slovenia. Second, Vecer correspondent Miro 
Petek was brutally attacked on February 28, 2001. The at­
tack took place in front of his home and lefr him in critical 
condition. Police have found no suspects. Late in 200 I, a 
parliamentary commission began investigating the work of 
the police and the possibility of involvement by public offi­
cials in the affair. In January 2002, the International Fed­
eration ofJournalists will begin an independent investigation. 

Freedom House's Annual Survey of Press Freedom 
rated Slovenia "Partly Free" in I994 and 1995. It has rated 
the country as "Free" since I 996. In November 2000, the 
International Press Institute reported that of the 55 mem­
ber states of the Organization for Security and Coopera­
tion in Europe, only I I-including Slovenia-did not violate 
press freedom in I 999 and 2000. 

The Internet is increasingly making headway into 
Slovenia. According to Research on Internet in Slovenia 
(RIS), as of October 2001, 25,000 people were using the 
Internet daily; an additional 450,000 were using it monthly; 
and 660,000 had used it at least once. Researchers predict 
that by July 2002, some 960,000 people will have used the 
Internet at least once. By the same date, there could be 
540,000 regular users. 

According to RIS, all high schools and 99 percent of 
elementary schools had Internet access in 200 I. The results 
of a study conducted in 2000 by the Faculty for Social Stud­
ies in Ljubljana revealed that more than 47 percent of the 
5 I 9 students surveyed have access to the Internet at home. 
This figure is well over the European average. In Finland 
and Switzerland, for example, the figure is only 9 percent; 
in the United Kingdom, 7 percent; in Denmark, 3 percent; 
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and in Spain, 2 percent. One-quarter of c;tudcnts under the 
age of I 4 use the Internet, and rhe figure rises with age. 

Approximately 40 percent of regul.u Internet users live 
in Ljubljana; an additional 26 percent live in Maribor. To 
spread Internet access mon: evenly across the country, the 
Ministry of Information Society began establishing so-called 
e-schools in late 200 I. In addition to training and educa­
tional programs, these schools offer free Internet access to 
the general public. 

Governance and Public Administration 

I997 I998 I999-2000 200I 2002 
2.50 2.50 2.25 2.50 2.25 

Slovenia has lcgisl.1tivc, executive, and judicial branches of 
government. Although Parliament is composed of two 
houses, real legislative power is reserved for the lower 
house, the National Assembly. The Office of the President 
of the Republic of Slovenia heads the executive branch. 
The Constitutional Court and other courts form the judi­
cial branch. 

The legislature is effective and possesses sufficient re­
sources to carry out its mandates. However, the legislative 
process is slowed by procedure, which requires three read­
ings of every draft law, and by disagreement among coali­
tion members. A tradition of compromise among 
parliamentary factions that was burn in the early days of 
independence further hampers the legislative process. Par­
liament has failed since 1998 to pass a proposed bill on 
new parliamentary procedures. 

Executive and legislative bodies operate with a level 
of transparency that is comparable to international stan­
dards. State and local laws, acts, and other regulations are 
published in the Official Gazette of the Republic ofSlol'enia, 
which is available in electronic and print formats and in 
Slovene and other languagc11. The Gazette also includes 
public tenders, public advertisements, judicial decisions, 
and international agreements or contracts that the gov­
ernment has signed or ratified. The government also regu­
larly publishes economic statistics in accordance with the 
regulations of the Organization for Economic Coopera­
tion and Development. 

According to the 2000 annual report of the Ombuds­
man for Human Rights (OHR), Article 39 of the Consti­
tution guarantees access to nonsensitive information, but 
additional legislation is needed to execute the provision . 
The report states that pending legislation on classified in­
formation and personal data is insufficient and ultimately 
will establish a legal basis upon which to refuse access to 
information. 

Since Slovenia has only two million inhabitants, re­
gional governments do not exist. As part of its EU mem­
bership plan, though, the government must formulate a 
regional structure in order to receive funds for regional 

development. Initially, the government wanted a bipartite 
structure that would consist of the metropolitan area of 
Ljubljana and the rest of the country. The plan came un­
der fire domestically and was refused by Brussels. 

For otlicial statistics and regional development projects, 
the country uses I 2 "statistical regions." Regional develop­
ment policies require these regions to establish agencies that 
will prepare regional development programs. These pro­
grams should be formulated in the context of a national 
program, but the government has not yet adopted one. Since 
the government's budget for the years 2002 and 2003 docs 
not explicitly earmark funds for regional development, it is 
unclear how these projects will be funded . 

Slovenia's current system of local government came 
into force in January 1995. There arc 192 municipalities, 
including 11 urban municipalities. By 2002, the total num­
ber of municipalities could be 200. Municipalities may join 
and form provinces or other larger self-governing com­
munities on the basis of referenda, though to date none 
have done this. Municipalities have authority over town 
planning, trade and industry, housing, utilities, sewage, 
trash collection and disposal, roads, transport, ports, edu­
cation, social services, health care, fire and civil protec­
tion, parks, cultural institutions, and tourism. Cities and 
towns that have the status of "urban municipality" may 
also be required to carry out certain tasks that fall under 
the jurisdiction of the state but arc related to their own 
development. 

Even though a significant level of authority has been 
devolved to municipalities, Maribor mayor Boris Sovie has 
emerged as a sharp critic of what he sees as the government's 
centralizing policies. For example, Maribor had lobbied to 
become the scat of a newly created Holding of Slovene Elec­
tric Producers. Although circumstances would have allowed 
this, the department ultimately was established in Ljubljana 
in the summer of 2001. The government does seem resis­
tant to establishing important offices outside the capital, 
but smaller, less important bureaus have headquarters 
around the country, including in Maribor. 

In March 2001, Anton Kokalj, the president of the 
Union of Slovene Towns, also spoke out against central­
ism. Criticizing a draft law on civil servants that would 
give the government influence over local governmental 
staffing and would limit the authority of mayors and mu­
nicipal authorities, Kokalj warned that centralizing forces 
would only get stronger in the future. That same month, 
Boris Sovie said that centralizing tendencies were also ap­
parent in the national budget. Although the share of gross 
domestic product for the government's budget rose from 
25 .2 percent in 2000 to 26.2 percent in 2001, the share 
for local budgets fell from 5.29 percent to 5.12 percent. 
When factors such as inflation arc figured in, the reality is 
much worse, he said. 

The government acknowledged the problem of cen­
tralization in September 2001, when Prime Minister 
Drnovsek visited Maribor. Drnovsek met with Sovie and 



representatives of local NGOs. The prime minister said 
his visit wal> intended to demonstrate his commitment to 
resolving the issues of decentralization and regional de­
velopment, but Sovie remained unconvinced. Upon his 
return to the capital, Drnovsek presented Maribor's posi­
tion to Parliament and asked it to draw up a list of state 
institutions that rationally could be moved out of Ljubljana. 

The 1994 Law on Local Government took the respon­
sibility for state and local tasks away from local governments. 
Local units that are linked to the national ministries now 
administer state tasks, and the officials in charge of these 
units are nominated by the central government. Local tasks 
are carried out through the municipalities, the leaders of 
which are employees of the local government. The Consti­
tutional Court settles disputes over jurisdiction. 

Municipal councillors and mayors are elected in free 
and fair elections every four years. The mayor represents 
the municipality and heads the local administration. Vot­
ing rights are the same as for national elections, with the 
additional requirement that a voter must be a permanent 
resident of the municipality in which he or she votes. Lo­
cal elections were last held in November 1998. 

In a 2001 report, the Council of Europe criticized 
municipalities' lack of fiscal independence and called for 
increased cooperation between the Ministries of Finance 
and Internal Affairs on the issue. By law, municipalities 
should be self-financed through local taxes, duties, and 
revenues from municipal property. Taxes generally account 
for 46 percent of local revenues, and economically under­
developed municipalities may receive additional funding 
from the state. However, according to the Council of Eu­
rope, only 25 percent of municipalities are actually self­
financed. The rest receive state subsidies, which limit their 
constitutionally guaranteed autonomy and drain the na­
tional budget. 

Slovenia made little progress in 2001 in reforming its 
civil service. Although Parliament passed a new Code of 
Conduct for Civil Servants in January 2001, a proper civil 
service act is still under preparation. New laws on the wage 
system in the public sector, an order on hours of opera­
tion and working hours in the state administration, and an 
order on the criteria for dismissal from a position in the 
public sector were all passed in March. Amendments to 
the Law on Local Self-Administration, which will make 
local civil servants part of the national civil service, have 
also been proposed. Among other things, this would raise 
salaries and lower the chance of corruption. 

The Law on Public Servants and the Law on Wage 
Ratio in Public Institutions, Government Bodies, and Lo­
cal Community Bodies, both of which were passed in the 
mid- l 990s, contain some civil service regulations. Still, 
the European Commission continues to criticize the need 
for civil service reform. Regulation of the civil service is of 
great importance in Slovenia, since the majority of com­
plaints addressed to the Ombudsman for Human Rights 
are related to poor government administration . 

RULE OF LAW 
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The Slovene Constitution has been in force since Decem­
ber 1991. Since then, it has been altered only twice. Article 
68 was amended in 1997 to allow foreigners to own prop­
erty, .md Article 80 was amended in 2000 to reflect changes 
to electoral procedure. The EU requires amendments to 
several other articles as part of the accession process. Among 
the articles that Parliament must change are those dealing 
with the formation and composition of the government, 
regionalism and local self-government, appointments and 
elections of judges, the composition of the Judicial Coun­
cil, referenda, and sovereignty. Parliament must amend Ar­
ticle 68 again in order to abolish the principle of reciprocity. 
At present, a citizen of an EU country may purchase land in 
Slovenia only if a Slovene has the same right to purchase 
land in the EU country. With the amendment, all EU citi­
zens will have the right to own land in Slovenia regardless 
of whether Slovenes may own land in the EU's individual 
member states. Parliament established a constitutional com­
mission in mid-2001 to prepare the amendments. 

The highest judicial authority in the country is the 
Constitutional Court. It consists of nine judges, whom the 
National Assembly appoints for a single nine-year term upon 
presidential recommendation. The Court's mandate is to 
ensure that laws, decrees, and regulatory acts issued by lo­
cal authorities are consistent with the Constitution, inter­
national treaties, and the general principles of ratified 
international law. It also rules on appeals. The president, 
the government, or one-third of the National Assembly may 
ask the Court to rule on whether an international treaty is 
consistent with the Constitution. Article 160 of the Con­
stitution empowers the Constitutional Court to rule on ju­
risdictional disputes between courts and other state bodies. 

One of the Constitutional Court's most interesting 
rulings in 2001 was its decision that the Municipal Council 
of Novo Mesto must make a place for a representative of 
the Roma community. This seat will be filled at the next 
municipal election. In 1997, Novo Mesto refused the re­
quest of a local Roma activist to run as a Roma municipal 
councillors, since the city's statute did not allow this. The 
activist, on the basis of Article 39 of the Law on Local Self­
Administration, took the case to the Constitutional Court 
in 1998. In March 2001, the Court ruled that the Law on 
Local Self-Administration is unconstitutional because it is 
incomplete and open to misinterpretation. It also ruled that 
Parliament must align the law with the Constitution within 
one year. Further, the Court ruled that the statute of Novo 
Mesto is incompatible with the Law on Local Self-Adminis­
tration and gave the Municipal Council six months to re-
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vise it. These rulings will affect all of Slovenia, not just Novo 
Mesto. Currently, the Municipal Council of Musk Sobota 
is the only council in the country that has a representative 
of the Roma community on it. 

ln addition to the Constitutional Court, Slovenia's ju­
dicial system consists of district courts, regional courts, and 
a court of appeals. Judges, who are elected by Parliament 
on the nomination of the Judicial Council, are independent 
and serve indefinitely, subject to an age limit. The Judicial 
Council is composed of six sitting judges, who arc dccted 
by their peers, and five presidential nominees, who are 
elected by the state assembly. 

The Constitution guarantees the right of a defendant 
to an attorney, and this right is respected in practice. Over­
all, Slovene judges rule fairly and impartially, and judicial 
decisions are effectively enforced. Courts authorize searches 
and issue warrants. Although the judiciary is linked to the 
Ministry of J usticc, international observers report that the 
judiciary operates as an independent branch of government 
and is not linked to any executive body. According to the 
European Commission, the main problem facing the judi­
ciary is inefficiency. 

Slovenia's criminal code was adopted in September 1994 
and came into effect on January 1, 1995. The Constitution 
prohibits abuse and "humiliating punishment or treatment" 
of prisoners, and no such treatment has been reported. 
Human rights organizations have not complained about 
prison conditions or abuse. Changes to the penal code and 
to the Law on Criminal Procedure were introduced in 1997 
in order to bring Slovene legislation in line with European 
standards and to address "new" forms of crime, such as 
money laundering, corruption, and computer hacking. 
Amendments to the law on penal procedures regarding the 
use of special investigation methods entered into force in 
January 1999. 

Persons who are held in custody for the alleged com­
mission of a crime must be advised of the reasons for their 
detention in writing, and in their own language, within 24 
hours. Detention may last up to six months before charges 
are brought. Slovenia's judicial system is overburdened, and 
in some instances criminal cases take up to five years to come 
to trial. According to the U.S. State Department, the prob­
lem is not widespread, and defendants are released on bail 
except in the most serious criminal cases. 

Section II of the Constitution explicitly addresses hu­
man rights. Although there is a provision for the suspension 
of these rights in a state of emergency, certain rights, such as 
the inviolabiliry of human life, may not be suspended at any 
time. The Constitution covers most rights that are generally 
found in Western constitutions such as due process, freedom 
of movement, freedom of expression, and freedom of con­
science. Intellectual property rights are also covered. 

Business and property rights are guaranteed under Ar­
ticles 66-79 of the Constitution. However, the property 
rights of foreigners are limited. According to the European 
Commission, progress in denationalizing property has been 

slow. A special office was established in March 1999 to act 
as a coordinating body, but its mandate is not clear. A land 
registry also exists, but it is not computerized . As of Sep­
tember 2001, the state had received 35,880 denationaliza­
tion applications, of which 23,224 (or 65 percent) have been 
completed without difficulty. In total, some 33,000 cases 
have already been finalized. The government expects to 
complete the denationalization process by 2003. 

The Constitution also mandates an ombudsman who is 
responsible for the protection of human rights and funda­
mental freedoms in matters involving state bodies, local 
government bodies, and statutory authorities. In June 2001, 
the Office of the Ombudsman for Human Rights issued its 
sixth annual report, which showed no serious or systematic 
human rights violations. Among the problems it points out, 
though, are the often excessive length of time required to 
resolve administrative and judicial matters; the slow pace of 
passing laws that are important to the protection of human 
rights and amending laws that are inconsistent with the 
Constitution; failure to respect legal deadlines; delays in 
adopting nonstatutory regulations; and the failure to imple­
ment laws that are already in force. In 2000, the OHR 
opened 3,059 cases. Of these, 32.4 percent involved court 
and police procedures and 17 .5 percent concerned admin­
istrative affairs. These figures were down 10 percent from 
1999. In 2001, Amnesty International put Slovenia on its 
list of human rights abuses for the first time. The organiza­
tion cited a rise in 2000 in the number of recorded cases of 
police brutality. 

Though commonly seen as ethnically homogeneous, 
Slovenia's population does have diversity. Article 64 of the 
Constitution grants the country's 3,063 Italians and 8,499 
Hungarians the right to education, media, and legal de­
fense in their own languages. These two communities also 
receive cultural autonomy in those areas in which they are 
the dominant ethnic group. Each group is represented by a 
deputy in the National Assembly who has the power to block 
the adoption of laws that concern the status or exercise of 
the specific rights of their group. The Italian and Hungar­
ian communities also have the right to promote their ties 
with Italy and Hungary. 

Official figures show that there are 2,282 Roma in 
Slovenia. Some estimates put their actual number between 
7,000 and 10,000. Slovenia has not passed a general pro­
tection law for the Roma community, but Article 65 of the 
Constitution, the 1993 Law on Local Self-Government, the 
Law on Local Elections, and education regulations do offer 
it protection. According to some NGOs, the community's 
situation varies around the country. In the northeastern 
Prekmurje region, the situation is exemplary. However, in 
the southeastern Dolenjska region, Roma are considerably 
worse off. 

Since Slovenia's independence, the Austrian government 
has pressured the Slovene government to recognize a Ger­
man-speaking minority that numbers 546 people. However, 
inquiries into the state of this group have shown that it is 



scattered throughout the country and docs not form a ma­
jority in any settlement. The Slovene government has re ­
fused to grant special rights to such a small group, but it 
did satisfy Austria in 200 l hy signing a cultural agreement 
that regulates the group'~ position. 

International observers praise the protection that the 
government has given these groups. However, much larger 
groups enjoy no special Matus. Some 4 7 ,097 Serbs live in 
the country and are officially considered part of a 
nonautochthonous, or nonindigenous, minority. However, 
Serbs have lived in the Bela Krajina region since at least 
1530. Certain Croatian communities on the border between 
Slovenia and Croatia can also claim autochthonous status, 
though this is officially unrecognized. Of the 53,688 Croats 
in Slovenia, 18,657 live on the border; 14,580 Slovenes live 
on the Croatian side. 

Corruption 
1999-2000 2001 2002 

2.00 2.00 2.00 

International agencies, including the European Commis­
sion, the Council of Europe, and Transparency Interna­
tional, consistently rate Slovenia among the least corrupt 
countries in the region . A December 2000 report by the 
Council of Europe's Group of States Against Corruption 
(GRECO) stated that "corruption is not, in general, per­
ceived as being a major threat to society." However, the 
report did note a serious need for an anticorruption pro­
gram and stronger legislation . Anecdotal evidence sug­
gests that bribe requests are not standard practice in the 
attainment of services . However, accusations of insider 
deals and a lack of transparency have surrounded the 
privatization process. Since the privatization process is 
far from complete, there are still opportunities for cor­
ruption to grow. 

In 1999, Transparency International ranked Slovenia 
26th out of99 countries in its Corruption Perceptions In­
dex, thus making it the least corrupt in the region . The 
following year, it fell behind Estonia, to 28'"· For 2001, 
Slovenia ranked 34th, behind both Estonia (28th) and 
Hungary (31st). 

The Slovene legal system does not define the term c01·­
rttptio11. However, existing legislation does cover seven of­
fenses that Council of Europe instruments consider as 
"corruption." The criminal code penalizes criminal offenses 
against the economy. Bribery in commercial enterprises is 
defined in Articles 247 and 248; bribery of officials is in­
cluded in Articles 267 and 268 . Initiatives to combat cor­
ruption have been a part of efforts to ensure compliance 
with EU membership requirements. The law on penal pro­
cedures was amended in October 1998, and the penal code 
was amended in March 1999. Both sets of amendments 
contain anticorruption measures. 
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The Law on Workers in State Organs (LWSO) con­
tains mechanisms for preventing conflicts of interest be­
tween officials and private businesses. For example, Article 
27 of the LWSO prohibits senior officials from perform­
ing the same or similar types of jobs for private businesses 
and companies that they perform within the government 
administration. Lower-level officials may work for private 
businesses and companies on a contractual basis, but only 
if they obtain explicit authorization from the heads of their 
administrative units. Inspectors may not perform jobs out­
side the administration in their field of competence . These 
ethical standards are observed in practice. 

The current system of public administration provides 
for several internal and external control and oversight 
mechanisms. Higher administrative bodies may verify the 
legality, the professional nature, or the appropriateness of 
a decision by a lower administrative body. An inspectorate 
may be established to supervise the execution oflaws and 
legal norms in a ministry's area of competence. The Con­
stitution provides for a court of audit, the powers and ad­
ministration of which are determined by the 1994 Law on 
the Court of Audit. This court functions independently 
and is responsible for auditing state finances, the state 
budget, and funds spent for public purposes, including 
those spent by local self-governing bodies. The National 
Assembly, on the proposal of the president, appoints mem­
bers of the court. Aside from budget inspection and the 
court of audit, there are no wide-ranging mechanisms for 
preventing corruption. Only certain officials are subject 
to financial disclosure . 

In 1998, Slovenia ratified the Convention on Launder­
ing, Search, Seizure, and Confiscation of the Proceeds from 
Crime. In April 1999, Slovenia signed the Council of 
Europe's Agreement Establishing the Group of States 
Against Corruption . In May 1999, Slovenia signed the 
Council of Europe's Criminal Law Convention on Corrup­
tion, and in February 2000 Parliament ratified it. In Sep­
tember 2001, Slovenia ratified the OECD Convention on 
Combating Bribery of Public Officials in International Busi­
ness Transactions after having joined the working group in 
January 2001. 

The country's first major corruption scandal hit the front 
pages in November 2000, when State Secretary of the Min­
istry of the Economy Boris Sustar, his wife, and two others 
were arrested. In spring 2001, a court sentenced Sustar to 
three years in prison and fined him SIT 7 million ($30,000) 
for accepting a bribe. In November 2001, Sustar held a 
press conference with Helsinki Monitor and alleged that 
his arrest and conviction were politically motivated . 

Sustar maintains that he fell out of favor with his party, 
the LOS, when the short-lived Bajuk government permitted 
him to remain at the ministry. LOS leaders distanced them­
selves from him and then, Sustar alleges, sacrificed him to 
higher interests: the need to prosecute a high-profile corrup­
tion case to prove the government's commitment to fighting 
corruption. Sustar maintains that bribery between corpora-
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tions and the government is common, even among some 
prominent politicians. Helsinki Monitor is investigating. 

Both in absolute terms and as a percentage of total 
crimes, the number of corruption cases is low. According to 

the governmental Office of Statistics, authorities received 
reports of 35 alleged cases of corruption in 1995, but there 
were only 15 convictions. The proportions for 1996 ( 19 
convictions, 32 reports) and 1997 ( 13 convictions, 19 re­
ports) were aggressive, but successive years have been far 
less impressive. The ratio was 16 to 33 in 1998, 15 to 56 in 
1999, and 9 to 42 in 2000. 

The government has argued that corruption is not wide­
spread for many reasons, one of which is the country's small 
size. Also, the fact that the gross base pay of civil servants is 
comparable to that of workers in the private sector also less­
ens the potential for corruption. The average monthly sal­
ary of a private sector employee is about $850, whereas the 
average monthly base salary of a civil servant is around $784. 
Base pay ranges from around $460 at the lowest level to 
about $1,960 for the head of an administrative unit. In ad­
dition to base pay, public servants receive bonuses depend­
ing on the number of years worked, the conditions of work, 
the number of hours worked, or special responsibilities. 
Some fringe benefits, such as housing and payment of tu­
ition fees, may also be included in a civil servant's pay. 

According to the Institute of Criminology at the 
Ljubljana Faculty of Law, no systematic survey of the per­
ception of public sector corruption in Slovenia has been 
conducted. However, unofficial surveys show that the pub­
lic perceives significantly more corruption than official sta­
tistics present. In a poll taken by Delo-Still in March 2001, 
nearly half of the 711 respondents felt that corruption was 
too widespread. Almost 60 percent said that they believed 
the country is too tolerant of bribes. Sixty-four percent said 
they had been in situations in which they thought a bribe 
would have helped them, and 29 percent said they had been 
in situations in which they felt a bribe was expected. Only 
14 percent had actually tried more than once to pay a bribe. 

GRECO has offered two possible explanations for the 
discrepancy between official statistics on corruption and 
public perceptions of it: many incidents of corruption may 
go undiscovered or unreported, or offenders may be con­
victed on charges other than corruption. A report from the 
European Union/Council of Europe Corruption and Or­
ganized Crime in States in Transition (OCTOPUS) project 
agrees that many corruption cases related to privatization 
have been concealed under criminal charges of abuse of 
position and fraudulent contracts because corruption is dif­
ficult to prove. 

In response to the GRECO report, the government 
established the Office for the Prevention of Corruption in 
July 2001. The office is expected to begin work in early 
2002. Its major tasks will be to formulate a definition of 
corruption, to define a systematic approach to dealing with 
the problem, and to propose additional legislation. The 
bureau's first task will be to devise an anticorruption strat-

cgy. There arc no anticorruption public education efforts 
taking place at this time. 
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For many years, the Slovene economy has been one of the 
strongest in the region. Building on the strong manufac­
turing and export base that was created in the 1980s, 
Slovenia has increased its gross domestic product steadily 
since the end of the economic disruption that immediately 
followed independence. In the early 1990s, the government 
undertook policies independent of external recommenda­
tions. Since then, the country has enjoyed much success. 
Economic reforms have proceeded with little strain on the 
political system. All parties are committed to economic lib­
eralism and free-market economics, though their ideas about 
the speed of implementation vary. 

According to the European Bank for Reconstruction 
and Development, Slovenia's macroeconomic reform is 
among the best in the region. Steady economic growth has 
been recorded since 1993. There also has been substantial 
progress in reducing inflation and in keeping fiscal spend­
ing and the current account in balance. By 1999, Slovenia's 
GDP per capita at purchasing power parity had reached 71 
percent of the EU average. 

After exhibiting strong GDP growth rates in 1999 and 
2000, the economy was hit by international conditions in 
2001. The predicted growth rate of 4.4 percent was scaled 
back to 3.7 percent. Growth rates were 4.25 percent in 2000 
and 5.0 percent in 1999. The trend is expected to continue 
into 2002, with predictions falling from 4.2 to 3.6 percent. 
However, the 2001 and 2002 predictions are still higher 
than those of EU member states. 

The national currency, the Slovene tolar (SIT), was in­
troduced in 1991. By 1995, it was fully convertible, though 
for current account purposes it had been convertible since 
1992. In recent years, the SIT has shown signs of weaken­
ing, but it still remains stable. 



Continuing a trend from 1999 and 2000, the tolar's 
value tell by 4 percent in 200 I. The Institute for Macroeco­
nomic Analysis .md Research gives several reasons why. These 
include the introduction of foreign currency accounts for 
legal entities and private individuals in September 2000; large 
demand fix foreign currency that resulted from a deficit in 
the current accounts of the balance of payments; and the 
strength of other currencies like the U.S. dollar. 

In 2000, the average exchange rate of the tolar depre­
ciated by 3.4 percent; in 1999, it depn:ciated by 0.7 per­
cent. The tolar is expected to strengthen in 2002, and the 
country anticipates joining the European Monetary Union 
by 2007. 

In 2001, inflation was pinned at 7 .5 percent after a 
rising trend throughout 1999 and 2000. High oil prices in 
2000, higher inflation rates in the country's main trading 
partners, and the relative strength of the U.S. dollar all con­
tributed to this trend. The weakening of the SIT further 
compounded the problem. In 2000, inflation was 8 .9 per­
cent due to external factors such as high oil prices and a 
strong U .S. dollar, which pushed up import prices. The 
Ministry of Finance reported that the general government 
deficit for 2000 was 1.36 percent of GDP-a figure it is 
planning to reduce gradually in the next four-year term. 
The EBRD predicts a deficit of 1 percent in 2001. 

Unemployment has remained steady for several years. 
In 1993 and 1994, the EBRD recorded it at 9 .1 percent, 
but since 1995 it has remained under 8.0 percent. The 
EBRD predicts the final rate for 2001 will be the lowest 
yet, at 7 percent, and well below the EU average. 

Based on national and Eurostat statistics, the number 
of Slovenes living below the poverty line in 1997-1998 was 
considerably lower than that for most EU states: 11.3 per­
cent in Slovenia; 22 percent in Portugal; 21 percent in 
Greece; 19 percent in Italy; and 18 percent in Spain. Even 
Denmark, Luxembourg, and the Netherlands, at 12 per­
cent, had a higher number of people living in poverty than 
did Slovenia. 

Levels of foreign direct investment improved slightly 
in 2001. The Bank of Slovenia reports that from January to 
August 2001, the country received $199.8 million, up from 
$181 million in 2000 and $144 million in 1999. This indi­
cates a partial recovery, following a decline that began in 
1998. That year, the level of FDI fell to $250 million, after 
hitting a peak of $340 million in 1997. The recovery is 
attributable in part to the National Scheme for Attracting 
Foreign Direct Investment, which the government adopted 
in 2000. The EBRO measures cumulative foreign direct 
investment from 1988 to 1999 at approximately $1.4 bil­
lion, the sixth highest in the region per capita. Projections 
by the Economist Intelligence Unit expect a modest inflow 
of$590 million for the period 2001-2005. 

The Law on Foreign Investment protects foreign com­
panies' rights. Foreign companies can repatriate profits and 
take on every form of organization allowed by law. Never­
theless, foreign companies operate under strong restrictions. 
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In addition to experiencing delays in obtaining property, 
foreign investors arc restricted in the composition of their 
management boards. Slovene-registered companies have to 
be managed by Slovene citizens, but company directors may 
be foreigners. In practice, these restrictions either have been 
loosely enforced or complied with through figurehead man­
agers. 

Although foreign companies may establish branch of­
fices and legal entities in Slovenia, they may not establish 
representative offices. Foreign inve1>tors are also restricted 
in their ability to obtain credit. In order to obtain credit 
from abroad, a foreign company must deposit 40 percent 
of the loan amount into a Slovene bank. This deposit is 
returned when the foreign debt is paid off. The issuance of 
visas is a moderate obstacle to foreign business practice. Visa 
applications are often completed in three weeks but can take 
up to six months. New rules liberalizing foreign ownership 
of property were introduced in February 1999. 

Since Slovene companies were "socially owned" rather 
than state owned during the Communist period, the 
privatization process has been more decentralized than in 
other post-Communist countries. That is, since Slovene 
companies formally had no legal owners, staff worker coun­
cils nominated managers, though often with direct or indi­
rect influence by the state. Individual companies also had a 
high degree of autonomy, thus giving them much more lati­
tude to make privatization decisions relative to central au­
thorities. 

By 1998, when the large-scale privatization process came 
to an end, 1,600 state-owned firms had been privatized. 
Insiders now own a large majority of firms. In a November 
1998 law, the government agreed to cover the so-called 
privatization gap-the $960 million difference between the 
value of the ownership certificates given to the population 
and the amount of equity actually transferred into private 
ownership. The government published a list of properties 
earmarked to cover the gap in November. The paperwork 
on eliminating the gap should be complete in early 2002. 

Some banks, utilities, and other large firms are still state 
owned. However, the government announced plans for the 
privatization of the two largest banks, the New Ljubljana 
Bank and the New Credit Bank of Maribor, in 2001 . The 
biggest setback in 2001 was the failure to begin privatizing 
Telekom Slovenije. Up to 25 percent of the state's 66.52 
percent share was scheduled for sale, but the government 
decided to wait owing to international economic factors . 
This is representative of the country's overall attitude to­
ward privatization. Since the economy is strong and the 
government is not desperate for foreign money, it is con­
tent to wait until state-owned industries can be sold for the 
best price. 

With regard to social indicators, Slovenia ranks 29 out 
of the 174 countries rated in the UNDP's latest Human 
Development Index. This puts the country in the top ech­
elon, just behind Portugal and well ahead of the rest of 
Central and Eastern Europe, for the third year in a row. 
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The index is based on health, education, and standard of 
living statistics. 

The UNDP has also compared the 12 statistical regions 
in the country, and its findings have revealed a high degree 
of polarization. Residents of the eastern regions of Slovenia 
are generally less satisfied with their standard of living than 
residents of other parts of the country. Furthermore, the 
suicide rate in the eastern regions is considerably higher 
than the national average, which is chronically high at 
roughly 30 per 100,000 inhabitants annually. This suicide 
rate virtually matches the United Kingdom's total mortal­
ity rate by murder, suicide, accidents, and all other external 
factors. 

The UNDP has also noted another social ill, intoler­
ance, and has placed Slovenia among the countries that have 
the highest levels of ethnocentrism and xenophobia. The 
2000-2001 Human Development Report, Slovenia, states, 

"Even though according to the latest surveys (from 1999), 
all types of intolerance are decreasing, Slovenia remains one 
of the distinctly intolerant countries. Intolerance is-more 
than through (racist) groups-evident through the under­
ground roots in the Slovenian mentality, public, media, and 
through the so-called drinking discourse." 

While explicitly prohibited by the Constitution, the most 
common manifestations of intolerance are subtle ones such 
as bias and discrimination. More radical manifestations, such 
as hate crimes, are far from unknown. The publication of 
hate speech by politicians and professionals is common. 
Among the groups most affected by intolerance are Roma 
and homosexuals. 

Brian ]. Pozun is a regular contribtttor on Slovenian and 
Balkan affairs to Central Europe Review (1vwmce-1·evie1v.org) 
and Ljubljana Life. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 6.20 1'1' 5.95 1'1' 5.69 1'1' 5.44 .J, 5.50 

Rule of Law na na 5.88 5.88 5.88 

Economic Liberalization 6.13 6.13 1' 6.00 1'1' 5.50 1' 5.42 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 105.9 177.0 186.6 216.3 177.4 159.8 161 .3 

Real GDP growth(% change) -12.5 -4.4 1.7 5.3 3.7 8.3 6.0 

Inflation rate 609.0 418.0 88.0 43.2 27.6 32.9 39.4 

Exports($ millions) 779.0 770.0 746.0 586.0 666.0 790.0 877.0 

Imports($ millions) 838.0 786.0 806.0 725.0 693.0 836.0 925.0 

Foreign Direct Investment ( $ millions) 10.0 18.0 18.0 25.0 21 .0 22.0 22.0 

Unemployment rate 2.0 2.6 2.8 2.9 2.8 2.5 2.5 

Life Expectancy (years) 68.3 68.4 68.4 na na 68.8 68.0 



INTRODUCTION 

T ajikistan is one of the five Central Asian republics of 
the former Soviet Union. Since gaining indepen­
dence in 1991, the country has experienced an ex­

ceptionally difficult adjustment period. Economic disloca­
tion and a brutal civil war, in particular, have taken their 
toll on the well-being of the population. Like\vise, a decade 
into independence, a large democratic deficit remains. 
Tajikistan's ruling elite, much of it remnants of the Soviet 
mnnrnklntura (state bureaucracy), have simply failed to al­
low significant individual and political freedoms to take hold 
and flourish. 

Since 1997, the year the warring factions, the govern­
ment, and the United Tajik Opposition (UTO) signed a 
peace accord, there have been some signs of improvement. 
For example, after half a dozen years of negative growth 
rates, the macroeconomy began to register positive growth 
in 1997. In 2001, the economy was projected to grow by 7 
percent. Nevertheless, the size of the economy is still ap­
proximately half what it was in 1991, and average citizens 
remain in dire need. Per capita GDP is only around $160 
per year, and the average household, comprising 8 .2 mem­
bers, is estimated to have a monthly income of merely $70. 
To make matters worse, for the past three years, the coun­
try has been affected by a regional drought, the worst in its 
76-year history. This has significantly reduced rain-fed ag­
ricultural output and negatively affected the welfare of the 
population, more than half of which is rural. 

Much of Tajikistan's woes are the result of the bloody 
civil war that peaked in violence between 1992 and 1993. 
During that period, as much as 1 percent of the population, 
or 50,000 people, perished. Another 10 percent, or half a 
million people, became refogees or forced migrants inside 
and outside of the country. To a large extent, the roots of the 
conflict lay in the manner in which Tajikistan came into be­
ing as a Soviet nation and later declared independence. As a 
result of Josef Stalin's cartographic whim, for example, the 
shape of Tajikistan has been compared to the shape of na­
tions in postcolonial Africa. That is, in addition to assigning 
Tajikistan an impossible terrain and a disparate population, 
the Soviet regime deliberately left the region's great histori­
cal centers out of its boundaries. Without what have been 
described as its "two sacred cultural centers" ofSamarghand 
and Bukhara-both now a part of neighboring Uzbekistan­
Tajikistan has been compared to a France without Paris. Ironi­
cally, though, it was centripetal, rather than centrifugal, forces 
of nationalism that led to independence. When Russia itself 
sought to break away from the Soviet Union, Tajikistan and 
most of the other former Soviet republics found themselves 
independent by default. 

Over the last decade, it has become clear that Soviet com­
munism did not fully transform traditional Central Asian so­
cieties. Indeed, the nationalism, religion, and culture of these 
nations have proven to be resilient phenomena. As scholar S. 
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Enders Winbush wrote even before the dissolution of the 
USSR, "[ c]ommon sense suggests that fourteen centuries of 
brilliant Irano-Turkic-Islamic culture cannot be quickly swept 
away by sixty-eight yt:ars of RussiJn -dominated Marxist­
Lcninist pseudoculturc." At the same time, though, 
Tajikistan's current dilemmas of socioeconomic deprivation 
and democratic deficit are outgrowths of the same era, and 
only with Western and international economic and political 
engagement will they be significantly alleviated. 

The events of September 11, 2001, combined with a 
U.S. recession, have had a short- to medium-term negative 
economic impact worldwide. Yet their long-term effects on 
Afghanistan and by default Tajikistan could be positive. If 
peace were to reign in Afghanistan after nearly a quarter 
century of war, there could be a spillover effect on neigh­
boring countries like Tajikistan. Afghanistan may well cease 
to be a training ground and refuge for the Islamic Move­
ment of Uzbekistan (lMU), an armed fundamentalist group 
that has hoped to topple Uzbekistan's Karimov dictator­
ship and that has used Afghanistan and eastern Tajikistan as 
its base. The IMU's young leader, Jumaboi Namangani, 
was killed in Afghanistan in November 2001. Namangani's 
death, however, will only curb the IMU and anti-Karimov 
activity in the short term. 

A lasting peace in Afghanistan and the West's economic 
assistance to that country can do much good. The drug 
trade, for example, could be curbed. Although drug traf­
ficking has had some positive economic benefits for 
Tajikistan, it has also encouraged corruption and Mafia-style 
criminal activity, both of which have negatively affected the 
lives of the Tajik people and helped to discourage signifi­
cant foreign investment. Overall, the international atten­
tion to Afghanistan has familiarized many in the economically 
developed nations with Afghanistan's northern neighbors, 
including Tajikistan . All said, Tajikistan's ability to attract 
increased humanitarian and financial assistance in the post­
September 11 environment will depend in large part on the 
Tajik government's willingness to cooperate openly with 
international bodies, to curb corruption, and to promote 
democratic principles for the sake of its citizens. 
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Despite controversial election victories in 1994 and 1999, 
President Emomali Rahmonov has managed to hold on to 
power in Tajikistan. When his current term ends in 2006, 
he will be obliged by law to step down. A former kolk/Joz 
(agricultural cooperative) leader during the Soviet era, Presi­
dent Rahmonov was first appointed head of state in No­
vember 1992. That year, the former Communists and their 
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Popular Front supporters toppled the short-lived, opposi­
tion-dominated government that had declared independence 
as the Soviet Union was collapsing. Despite ending the civil 
war, consolidating power, and making some progress in 
achieving macroeconomic stability, Rahmonov's tenure has 
been marked with sporadic armed fighting, assassinations, 
hostage takings, corruption, continued economic woes, 
heavy censorship of the media, and the inability of the cen­
tral government to control the country's outlying regions. 

The 1999 presidential elections, which the government 
claims enjoyed voter turnout of93 percent, had major short­
comings. Among other things, government authorities pre­
vented nearly every candidate other than President 
Rahmonov from running. According to Human Rights 
Watch, during the campaign the government also imposed 
major restrictions on freedom of association, freedom of 
expression, and the activities of opposition voices. Likewise, 
through enforced government-inspired technicalities, p<tr­
ties such as the Agrarian Party, the National Unity Party, 
the Party of Justice and Progress, and the Party of Eco­
nomic and Political Revival were either banned or barred 
from presenting candidates. Harassment of candidates and 
party members was also prevalent. In one case, for example, 
government bullies reportedly beat a presidential candidate. 

In protest against the government's interference in op­
position party activities, two presidential candidates boycotted 
the election. The Supreme Court denied registration to two 
other candidates, Saifiddin Turaev from the Party of Justice 
and Sultan Kuvvatov from the Democratic Party, on the 
grounds that they allegedly failed to gather the signatures of 
5 percent of the electorate to secure a nomination. The can­
didates rightly claimed, however, that autl10rities in various 
parts of the country had obstructed tl1eir efforts to collect 
sufficient signatures. To prevent the elections from being a 
complete farce, the government allowed the Islamic Renais­
sance Party (IRP) candidate, Davlat Usman, to be listed in 
the ballot only days before tl1c voting. 

In the 2000 parliamentary elections, the pro-govern­
ment People's Democratic Party (PDP) won 65 percent of 
the vote, followed by the Communist Party with 23 per­
cent and the IRP with 7 percent. Following the elections, 
which the government claims enjoyed 87 percent voter turn­
out, Tajikistan's unicameral people's representative body was 
replaced with a 63-member bicameral legislature that con­
sists of the Council of Representatives (lower house) and 
the National Council (upper house). The PDP now con­
trols both houses. 

An obvious shortcoming of the elections and the exist­
ing makeup of the government is the virtual exclusion from 
representation in Parliament or government of the Uzbek 
and Pamiri ethnic and cultural groups. Instead, many im­
portant government positions have been allotted to per­
sons of Kulob or Kulobi descent-that is, persons from 
President Rahmonov's home region. Still, the Moscow Peace 
Accord of 1997, the government's willingness to include 
some opposition figures in the government, and the fact 

th<tt elections have even taken place have given the country 
some semblance of democratic practice. This has been suf­
ficient to satisf)' much of the international community, as 
well as many in Tajikistan who arc happy to see that the 
former warring factions are finally battling one another 
through the ballot rather than the bullet. Furthermore, the 
new Parliament is considered a better representative of the 
people than the Soviet-style rubber stamp system was. 

At the same time, though, the occurrence of crime and 
violence-much of it at the hands of government armed 
forces-has not subsided significantly. According to Hu­
man Rights Watch, for example, armed militias of the 
government Ministries of Interior, Defense, and Emer­
gency Situations are known to have been behind 
kidnappings, extortion, beatings, and in some cases un­
lawful killings of civilians. Likewise, during 2001, there 
were several assassinations and attempted assassinations 
of government officials. 

In February 2001, a bomb exploded in the car carrying 
the mayor of Dushanbe, Ahmadsaid Ubaidullaev, and re­
sulted in the death of the deputy security minister, Shamsullo 
Jabirov. Three months later, unidentified gunmen assassi­
nated the chairman of the State Committee on Radio and 
Television; and in June, the chairman of the district of 
Gharm, Sergei Davlatov, was shot dead along with his body­
guard and driver. Finally, in September, Tajikistan's minis­
ter of information was murdered near his residence in 
Dushanbe. Although the government has vowed to catch 
and punish the perpetrators of these and similar crimes, it 
has seldom actually identified and prosecuted the killers. 

1997 
5.50 

1998 
5.25 

Civil Society 
1999-2000 

5.25 
2001 
5.00 

2002 
5.00 

Until the collapse of communism, the idea that organiza­
tions could function independently of the state was alto­
gether foreign . Since then, foreign aid organizations and 
international donors have been trying to foster indigenous 
activism and to promote the formation of nongovernmen­
tal organizations. They have also funded the activities of 
many new groups. 

Some form of traditional civil society, primarily in ru­
ral areas, has always existed in Central Asia, including in 
Tajikistan. Communities have historically been self-orga­
nized through influential mahalla (neighborhood) coun­
cils that enjoy the support of local religious centers and 
mosques. However, in Soviet times, the state systemati­
cally attempted to destroy or replace such traditional 
mechanisms with state bodies. As a result, when c;ocial and 
political tensions in Tajikistan grew in the early 1990s, these 
traditional networks, though they still existed, were un­
able to mediate the conflicts. Likewise, due to the same 
weakened and fragmented nature of civil society, the pub-



lie was not able to significantly influence the terms and 
conditions of the 1997 Moscow Peace Accord between 
the government and the UTO. 

Today, the central government invites some local opin­
ion into administrative infrastructures through the network 
of jamoats, selt:govcrning district councils. Although the 
impact of civil society on national reconciliation is still small, 
it is growing. The role of religion in civil society is also 
minimal. The one exception is the Badakhshan province, 
whose inhabitants are nearly all followers of His Highness 
the Aga Khan, the imam (leader) of the Shia Ismaili Mus­
lims. The Aga Khan Foundation, which is headquartered in 
Geneva, has instilled in the population of Badakhshan a 
strong appreciation for civil society and has been influential 
in the development of a variety of impressive socioeconomic 
development projects and educational institutions. In other 
regions of the country, such as the I RP-dominated Gharm 
and Quarateguinc Valleys, Islamic mosques and institutions 
have some, if limited, influence on civil society. 

Although NGOs arc a relatively new phenomenon in 
Tajikistan, the Ministry of Justice has registered hundreds 
of groups during the last decade. Already, these groups have 
had some influence on the formation of law. In 1997, for 
example, NGOs submitted to the Tajik Parliament their 
version of the Law of Social Associations. While registering 
an NGO can be a harrowing and expensive task, groups 
that do not officially register arc not necessarily illegal. 

Various international donors and international NGOs 
(INGOs) maintain a presence in Tajikistan and provide seed 
money for indigenous organizations and their initiatives. 
These include the Counterpart Consortium, the Eurasia 
Foundation, and the Open Society Institute. NGOs and 
INGOs play a significant role in promoting confidcncc­
building measures. Some engage in conflict resolution work 
at the community level by sponsoring training workshops 
and discussion-based activities for representatives of local 
village and elders' councils, different ethnic and regional 
groups, and local governmental officials. The Counterpart 
Consortium, for example, holds " training of trainers" work­
shops for Tajik NGO directors and staff, who in turn arc 
encouraged to train others in their community on issues 
related to civil society, elections, and democracy. Major in­
ternational bodies and financial institutions, including the 
United Nations, the European Union, the United States 
Agency for International Development, and the World Bank, 
have been anxious to channel portions of their grants and 
loans to Tajikistan through NGOs. 

Although Tajik women arc not widely represented in 
government structures, they have had some success as lead­
ers in civil society. More than one-third of all Tajik NGOs, 
for example, arc headed by women. The Tajik civil war, ac­
cording to some, was caused mainly by economic decline 
and low li\~ng standards, especially in rural areas where women 
do not traditionally work for money outside the home and 
therefore arc dependent on the wages of adult males. To make 
matters worse, the war caused the death of many male heads 
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of household and therefore increased pressure on women to 
provide for themselves and their dependents. 

Despite some progress in recent years, the status of 
women in Tajik society remains extremely low. Likewise, 
their capacity for conflict prevention is underutilized. It has 
even been suggested that the participation of women in 
political, economic, and social life could help consolidate 
the peace process. For this to happen, however, the tradi­
tional patriarchal mentality will have to change. 

Some NGOs and international organizations arc trying 
to affect such societal norms and to empower women. The 
United Nations Development Program, for example, has 
funded the creation of a locally staffed organization called 
Women in Development (WID). Since 1999, the NGOs 
Women's Voices, Orzu (Hope), and Oshtii Milly (National 
Reconciliation) have worked with the OSCE to arrange 
seminars on human rights, gender, culture, and the role of 
political parties and local governments in democratizing 
society. Another group, Open Asia, has held a series of semi­
nars on violence against women in Tajikistan, sponsored a 
roundtable discussion on women and elections, and devel­
oped three training modules on human rights. And yet an­
other NGO, Tradition and Modernity, has conducted 
workshops on methods of advocacy for heads of women's 
and human rights groups. Other NGOs have begun lobby­
ing the government in favor of women's rights. The rein­
troduction of quotas for female representation in elected 
bodies is one example of their successful lobbying efforts. 
The government has also adopted the National Plan of Ac­
tion to Increase the Status and Role ofWomcn 1998-2005. 
Aside from women's NGOs, environmental groups have also 
begun to form and participate in Tajikistan's civil society. 

The expansion of civil society groups, however, has not 
been problem free. The international community has as­
sumed that indigenous and international NGOs arc more 
efficient and less corrupt than governmental organizations 
and ministries. The Tajik experience has shown, however, 
that some governmental organizations can be more effi­
cient and corruption free than their nongovernmental and 
even international counterparts. In one clear example, the 
World Bank channeled loans through the Tajikistan Social 
Investment Fund (TaSIF), a governmental body the World 
Bank created, and through several INGOs and domestic 
NGOs. The preliminary results of this experiment appear 
to indicate that the millions of dollars distributed through 
TaSIF were spent in a far more efficient, transparent, and 
egalitarian fashion than the funds that were channeled to at 
least one U.S.-based INGO that specializes in rendering 
aid to children . 

Few international organizations and donors are com­
prehensively addressing the important issue of rebuilding 
Tajikistan's social fabric in the wake of the civil war. How­
ever, one group that is actively doing so is the Belgium­
based International Crisis Group (ICG), which has its 
Central Asian regional office in Osh, Kyrgyzstan. The ICG 
has been researching the means of achieving social harmony 



378. TAJIKISTAN 

;md preventing conflict~ in .md around the densely popu­
lated .md ethnically mixed rerghana Valley, an agricultural­
and mineral-rich region that is divided among the indepen­
dent countries of Tajikistan, Kyrgyzstan, and Uzbekistan. 
According to the lCG, sufficient domestic authority docs 
not exist, .md the gap between rich Jnd poor is growing. 

The move away from centrally planned economics in 
Central and Ea!>tern Europe and the former Soviet Union 
ha!> in many instances led to immense poverty, the enrich­
ment of a !>mall class of urban elites, and the emergence of 
an oligarchically run state. These conditions, in turn, have 
contributed to rising social tensions. As a result, the ICG 
has recommended that foreign donors add res!> the plight of 
the rural poor when assessing Tajikistan's humanitarian and 
development needs. furthermore, there is a gap in coordi­
nation between the country's Western-influenced NGO 
sector and its traditional civic networks such as the mahalla 
groups. The effectiveness of future conflict resolution 
projects is likely to be contingent upon the effective inte­
gration of these two components of civil society. 

1997 
6.25 

Independent Media 
1998 1999-2000 2001 
6.00 5.75 5.50 

2002 
5.75 

Journalism in Tajikistan is a dangerous profession, especially 
for the brave souls who dare to investigate power struggles 
in the political and military elite or drug and weapons traf­
ficking by the criminal Mafia and government officials. From 
1993 and 1999, major opposition parties and their newspa­
pers were banned in Tajikistan. Although most opposition 
parties are now legal, the formal dissemination of their plat­
forms through the media is severely restricted. 

The general absence of law and order in Tajikistan has 
forced most journalists to practice sorts of self-censorship. In 
addition, the government continues to exercise a variety of 
tactics to limit political content in all media. Among other 
things, it has managed to pass several laws that arc detrimen­
tal to journalism. Article 135(2) of Tajikistan's penal code 
stipulates that "the distribution of clearly false information 
defaming a person's honor, dignity, or reputation" is punish­
able by up to two years in jail. Article 137 calls for a punish­
ment of up to five years in prison for insulting or defaming 
the president. The government's typical methods of control­
ling nonstatc media include holding so-called guidance ses­
sions for journalists, having state-run printers refuse to print 
newspapers that authorities believe contain controversial 
material, and forcing independent media outlets to meet 
burdensome and nearly impossible licensing procedures. Local 
law enforcement agencies are also known to harass journal­
ists by using violence or threatening their lives. 

According to the Washington-based Committee to Pro­
tect Journalists (CPJ), Tajikistan and Russia concurrently 
held the position of the third most dangerous spots on earth 

for journalists during the 10-year period 1988-1997. Only 
Algeria and Colombia rated worse. During that period, 29 
journalists were murdered in each of the two former Soviet 
countries. Other sources put the total number of journal­
ists murdered in Tajikistan since 1992 at more than 60. 
The last victim in Tajikistan during that period was Victor 
Nikulin, an ethnic Russian and Tajik citizen who was a cor­
respondent for Russian Public Television; Nikulin was mur­
dered in his office after having received several threatening 
phone calls. 

Since then, the government's repression of the media 
h<lS not abated. Unfortunately, according to Human Rights 
Watch, the investigation of few, if any, such cases have ever 
resulted in prosecution or identification of the guilty. In the 
year 2000 alone, the following cases were reported: 

• In Dushanbe, armed men in military uniforms as­
saulted and badly heat Saifaddin Dostiev, a corre­
spondent for the Tajik-language service of Radio 
Free Europe/Radio Liberty. 

• Nematullo Nurullo, a journalist for the paper 
]ttmhttriyat, was reportedly assaulted by two 
Dushanbe policemen and received serious injuries, 
including a concussion and hearing loss in one car. 

• The weekly newspaper Najot, a pro-IRP publica­
tion, was temporarily banned from sale. The paper's 
editor, Muhiddin Idizod, had been beaten on the 
street earlier in the year. 

• Urned Mamadpanoev, an employee of the state 
radio station Gosteleradio, in the Badakhshan prov­
ince, disappeared after the Tajik KGB interrogated 
him in connection with a program he had recently 
produced on the appalling living conditions and 
deaths of Pamiri (Badakhshani) soldiers in the Tajik 
army. It later emerged that Mamadpanoev himself 
was forcefully conscripted into the army in retalia­
tion for his broadcast. 

In addition, in 2001, Saifullo Rahimov, president of 
Tajikistan's State Committee on Radio and Television, was 
murdered near his home in Dushanbe in what appears to 
have been a political killing. Also, Dodojon Atavullaev, edi­
tor of the opposition newspaper Chcrogbi Rttz, which is 
published in Moscow, was arrested by Russian authorities 
at the urging of the Tajik government. Atavullaev appar­
ently irked Tajik authorities with public claims that they arc 
involved in drug trafficking. Although Tajikistan had hoped 
for Atavullaev's extradition, a Russian court ordered his re­
lease. He then moved to and applied for political asylum in 
Germany. 

Independent television stations continue to experience 
administrative and legal harassment. In Dushanbe, only one 
independent newspaper with significant political coverage, 



Bizncs i Politilui, is in print. However, even its coverage is 
largely pro-government. The sole nongovernmental radio 
station, which functions in the northern Soghd region, is 
thought to have obtained its broadcasting license in ex· 
change for its pro-government, nationalistic, anti· Uzbek, 
and anti- Uzbekistan stance. The station, for example, does 
not broadcast any Uzbek music in a region where the Uzbek 
minority and culture arc ubiquitously present. Furthermore, 
opposition political figures enjoy virtually no access to state 
media outlets. 

There are no daily newspapers in the country. Metro­
politan papers publish only once a week, and any news that 
docs get published is to a large extent controlled by the 
government. According to a Human Rights Watch report, 
the Tajik government has used the media as an "unintcr­
ru pted laudatory publicity campaign" for President 
Rahmonov and pro-government officials. During the 1999 
and 2000 election campaigns, as much as 40 percent of all 
state television airtime was devoted to the pro-government 
PDP. Opposition candidates and parties received minuscule 
amounts of airtime. Independent media that veer from the 
government's official line arc forced out of existence. One 
example is ]tmbish, a Dushanbe-based newspaper that pub­
lished the views of the UTO and other opposition parties 
during the 1999 presidential campaign. Using threats and 
other forms of harassment, including prohibiting the paper 
to print at its regular state printing press, government offi­
cials forced ]tmbish to cease publishing. 

As a result of this stifling atmosphere for the media, a 
large percentage of the public tune in to Russian radio and 
television broadcasts as a source of world news and news on 
Tajikistan. On a positive note, though, the Ministry of Com­
munications allowed the launch of the country's first Internet 
service provider in January 1999. As such, Tajikistan was 
one of the last countries on earth to connect to the Internet. 
Since then, although use of the Internet has expanded slowly, 
many regions of the country are now connected to the World 
Wide Web. While access is expensive for ordinary Tajiks, 
there arc now four Internet service providers, or ISPs, in 
the country and several Internet cafes. So far, there is no 
specific legislJtion on the books that pertains to controls or 
limitations on Internet usage. 

Governance and Public Administration 
1997 1998 1999-2000 2001 2002 
7.00 6.75 6.25 6.00 6.00 

Although realpolitik, or political realism, dominates gover­
nance in Tajikistan and the Central Asian region, Tajikistan's 
1994 Constitution does include guidelines for a political 
system that is characterized by pluralism and an American­
style separation of legislative, executive, and judicial pow­
ers. Parliament can technically override presidential decrees 
by a two-thirds majority. 
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The 1999 plebiscite on constitutional amendments, 
approved by 72 percent of voters, created a seven-year presi­
dential term and formed a bicameral legislative system. The 
pro-government PDP dominates both houses of Parliament. 
Kulobis, people from President Rahmonov's home region, 
dominate the government's appointed scats. However, as 
part of prcclections and peace accord negotiations with the 
UTO leadership, the president promised to include opposi­
tion figures in 30 percent of major government poMs. The 
appointments of Haj-Akbar Turajonzoda {the former vice 
president of UTO) to the post of deputy prime minister 
and of Mirza Ziyo {the former head of the UTO's armed 
forces) to the position of minister of emergency situations 
were part of that deal. 

Oqil Oqilov, the current prime minister, is not a Kulobi. 
Instead, like his predecessor Yahyo Azimov, he is a native 
of the northern Soghd region, where entrepreneurship and 
business-mindedness arc regional norms. Oqilov is con­
sidered a competent technocrat who has wide-ranging busi­
ness and political contacts. His appointment was significant 
because it may have prevented fi.trther antigovernmcnt dis­
cord among the residents of the northern Soghd prov­
ince. However, the continuing ban on the activities of the 
National Revival Party, a popular political movement in 
Soghd, is disturbing but not surprising. The movement 
supports Abdumalik Abdullojonov, a northern politiciJn, 
businessman, and political opponent who lives in exile. 

Tajikistan is divided administratively into oblasts (prov­
inces) and mions (districts) . Badakhshan, Soghd, and 
Khatlon are the main provinces. The Regions of Republi­
can Subordination {that is, regions surrounding the capi­
tal) constitute their own de facto province. In all, there arc 
52 districts scattered throughout the provinces, in addition 
to 5 municipalities (Dushanbe, Nurck, Kofarnihon, Rogun, 
and Tursonzoda) that govern the industrial centers of the 
capital and its surrounding regions. Parliament has power 
over the regions and can contest the decisions of local leg­
islatures. It can even disband such bodies if it determines 
that they have violated laws. 

Under the Constitution, the president has the power 
to appoint and dismiss the regional heads of government, 
subject to approval by provincial legislatures. The central 
government determines the budgets of municipal and dis­
trict governments, most of which continue to operate at a 
deficit. In the past, all locally collected revenues were rurncd 
over to the national government, which in turn allocated 
funds to the regions. Under the 1996 tax code, however, 
regional governments may retain a set portion of local rev­
enues as they are collected. 

To govern and maintain power, President Rahmonov 
relies on the militia and armed forces of the Ministries of 
Interior, Defense, and, to a lesser extent, Emergency Situ­
ations. The heads of these forces are former Popular Front 
regional leaders, at least one of whom is infamous for his 
involvement in criminal activity and his soldiers' reputa­
tions as thugs. The president also relics on the 20 l" divi-
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sion of tht: Russian army and its thousands of soldiers, many 
of whom arc guarding the border with Afghanistan. 

A~ide &om the vicinity of the capital and much of the 
Khatlon province, the government has a difficult time c:-.crt­
ing its power and authority over the country's regions, espe­
cially areas that arc opposition strongholds such as the GhJrm 
Valley, the region of Kofarnihon to the cast of Dushanbe, 
and the Badakhshan province. lncidences of armed invasion, 
hostage tJking, and rebellion in 1998 and 2001, however, 
have forced the former UTO and government forces to fight 
side by side (now having merged into one army) in order to 
secure troubled regions, climinatt: rebellious forces, and ex­
ert more central government authority. 

Despite constitutional requirements on the transparency 
and availability ofintormation to the public, the national leg­
islature often drafts and discusses laws behind closed doors. 
Furthermore, entry and advancement into the civil service is 
dominated by goodly amounts of cronyism and nepotism. 
That is, even though the political systems of former Soviet 
states have changed, the elites running the show have gener­
ally remained the same in most countries. This is distinctively 
so in Central Asia, where the former Communist state bu­
reaucracies arc now portrayed as champions of the free-mar­
ket system. ln Tajikistan as well, there has been little change 
in the composition of the ruling elite and clan structure. 

In the first kw years after independence, Tajikistan and 
other Central Asian countries experienced declines in the 
power of their executives. In time, though, legal steps were 
taken to increase presidential power as a counterbalance to 
the perceived loss of control over socioeconomic develop­
ment. A~ in much of the former Soviet Union, an emphasis 
on monoethnicity, or the rights of the titular majority popu­
lation over all minorities, has characterized institutional 
changes during Tajikistan's so-called democratic transition. 
This, in turn, has led to the emigration of the majority of 
ethnic Russians, many of whom were the country's leading 
technical experts. 

According to Tony Verhcijen, Sergei Sirotkin, and 
Anastazia Kozakova of the UNDP, the functioning of 
Tajikistan's institutional structures and system of public 
administration can be understood only in the context of 
underlying traditional and informal practices such as re­
gionalism and clan politics. For example, local strongmen 
who tax the country's cotton, metals, and narcotics trade 
run large parts of the country. In addition, political condi­
tions of instability have kept the government from focus­
ing sufficiently on capacity building. At the World Bank's 
insistence, the country adopted a Civil Service Law and 
created a special Public Administration Reform Unit in 
1999. The World Bank has also imposed an "institutional 
building technical assistance project" that to date has cost 
the country an estimated $10 million. However, most of 
this money has been spent on foreign consultants, com­
puter equipment, and development tours of the West for 
the ruling elite, with the goal being maximum privatization 
of state properties and government services. 

RULE OF LAW 

1997 
6.25 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
6.00 5.75 5.75 

2002 
5.75 

The Constitution of the Republic of Tajikistan dates to 
1994, when an alleged 90 percent of voters approved it by 
referendum. The referendum took place, however, in the 
midst of a civil war and during a ban on many opposition 
political parties. Members of the opposition, many of whom 
operated under the umbrella of the UTO, did not approve 
of the referendum or the resulting Constitution. They also 
claimed that the referendum itself was neither free nor fair. 

The 1994 Constitution divides political power among 
the legislative, executive, and judicial branches of govern­
ment. However, it reserves relatively strong presidential 
powers. The president has the obligation and power to 

make appointments to government seats and to choose 
the chairman of the central bank, the state prosecutor, the 
head of the Constitutional Court, and the heads of re­
gional administrations. 

The Constitution protects a variety of individual lib­
erties, including freedoms of privacy, assembly, speech, 
press, association, and religion. It also bans discrimination 
on the basis of nationality, race, gender, and religion. The 
government, however, frequently breaks the letter and 
spirit of the law by arbitrarily arresting its own citizens, 
imprisoning and torturing some, and restricting the reach 
of opposition voices through illegal bans on independent 
newspapers, journals, and television and radio stations. 

During the civil war, there were thousands of extraju­
dicial killings, the majority of which can be attributed to 

government forces and their armed militant allies. Oppo­
sition forces and regional strongmen were responsible for 
some as well. Many victims were killed simply because of 
their ethnoregional origin. Some were prisoners of war. 
Still others were murdered to settle old scores. Although 
much of the horror of the civil war ended with the signing 
of the 1997 Moscow Peace Accord, the government con­
tinues to violate human rights in a variety of ways, includ­
ing by imprisoning political activists and suspected 
Islamists. Furthermore, remnants of the now disbanded 
opposition UTO army have periodically taken hostages as 
bargaining chips for personal and political demands. Two 
such incidences occurred in June 2001 when soldiers sub­
ordinate to the Ministry of Emergency Affairs took a dozen 
local and several foreign hostages. Mirza Ziyo, the minis­
ter of emergency affairs, intervened and secured their even­
tual release. 

In all fairness, the government has formally merged 
the former UTO forces with the country's regular armed 
forces, and in most cases the unification of former enemies­
in-arms has been successful. Signs of cooperation existed 



even prior to the consolidation of the armies. In 1998, for 
example, government troops and UTO fighters success­
fully fought side b)' side against the invading army oftixmcr 
Colonel Khudorbcrdicv in the northern Soghd region. 

Nevertheless, lawlessness and instabilit)' still wreak 
deadly havoc. In 2001, several political killings took place. 
Between February and September, the dcpucy securicy min­
ister, the chairman of the State Committee on Radio and 
Television, the chairman of the Gharm district, and the 
minister of information were all assassinated by unknown 
assailants. These killings follow a pattern of similar assassi­
nations. In 2000, Tolib Bobocv, a prominent member of 
the banned Popular Unity Party, was killed. In 1999, 
Safarali Kcnjaev, the leader of the Socialist Parcy and chair­
man of the government's Human Rights Commission, was 
also assassinated. Few of these killings have been attrib­
uted to a particular group. Nor has much progress been 
made in the identification, arrest, and trial of those re­
sponsible. 

Since independence, numerous local reporters have 
also been arrested or killed under mysterious circumstances. 
In addition, foreign correspondents have to endure threat­
ening conditions when reporting from Tajikistan. In a 1999 
report by the Committee to Protect Journalists, for ex­
ample, a reporter for the British Broadcasting Corpora­
tion and the Guardian newspaper claimed that she carried 
less clout and was in more danger as a foreign correspon­
dent in Tajikistan than during the civil wars in Liberia and 
Sierra Leone. 

In a report released in October 2001, Human Rights 
Watch describes Tajikistan as a country marred by fraudu­
lent elections, censorship of the media, and religious per­
secution. And according to the OSCE, the lack of sufficient 
separation of powers among the legislative, executive, and 
judicial branches of government and the absence of media 
independence have had negative consequences on the po­
litical and economic well-being of the countr)'· Although 
the Constitution allows for an independent judiciary, in 
practice the judiciary and judges are not independent of 
the executive branch. The president has the power to dis­
miss judges and prosecutors, who arc often pressured, in­
timidated, and bribed by corrupt paramilitary groups and 
government armed forces. The basic rule of law is also 
weak, and there arc long delays in the commencement of 
trials. The Constitution entitles persons accused of crimes 
to the services of a public prosecutor, but in practice there 
are delays in the appointment of lawyers to defendants, 
and the quality of the legal counsel is not adequate. 

Tajikistan's criminal code is a Aawed holdover from 
the Soviet era. The only significant change to it since in­
dependence has been the introduction of harsher penal­
ties for crimes such as rape, theft, and drug possession or 
use. However, the code still more or less treats all arrested 
persons as guilty. That is, one' s innocence is not always 
presumed. The criminal code also places few checks and 
balances on the activities of the police and prosecutors. In 
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spite of the government's admission that some members 
of its security forces regularly violate the law and that these 
f()rces have been infiltrated by criminal elements, it has 
taken tew concrete actions to prevent further abuses. In 
addition, although by law the police need the permission 
of the prosecutor to search personal premises and homes 
of people, in practice they arc known to routinely under­
take arbitrary searches and arrests. The government also 
uses the power of the police to arrest and harass members 
of opposition political parties. A favorite tactic of the po­
lice is to frame persons who espouse undesired political 
ideas by accusing them of possessing and smuggling nar­
cotics. A case in point was the detention and death of 
Abdulhafiz Abdullojonov, who was arrested on trumped­
up charges of narcotics possession and was either executed 
or died of cancer in prison in 1999. He was the brother of 
Abdumalik Abdullojonov, the exiled opposition leader. 

Although the government has made some progress in 
halting the ill treatment of prisoners, detainees still live in 
conditions that arc considered among the worst in the 
world. Many face illness, hunger, maltreatment, and po­
tential death while in the custody of the country's extremely 
un-derbudgcted, overcrowded, and unsanitary prison sys­
tem. These problems are due in part to the fact that Tajik 
prisons arc self-funded. This policy is also a holdover of 
the Communist era, when prisons grew their own food 
and produced limited goods for the Soviet economy. Even 
though the practice of growing food in the prisons has 
been resumed, the abusive conditions have not fully sub­
sided . And despite repeated requests, the government has 
prohibited routine visits to its prisons by the International 
Committee of the Red Cross. 

Tajik law forbids discrimination based on ethnicity and 
language. It docs, however, establish Tajik (or Tajiki) as 
the official state language and designate Russian as the 
language of interethnic communication . Official govern­
ment documents must be made available to all interested 
parties in the country's three dominant languages: Tajik, 
Uzbek, and Russian . In practice, though, there is wide­
spread discrimination against non-Tajiks, and tcw Slavs and 
Russians remain as state employees. The number of ethnic 
Russians is continually decreasing, and those who remain 
work in one capacity or another as contractors with the 
Russian armed forces that are stationed in Tajikistan. Oth­
ers, especially in Khojand, arc small-scale merchants. 

Anti- Uzbek sentiment is also pervasive, and the gov­
ernment condones much of it. Although a quarter of the 
population can be categorized as Uzbek, there is no pro­
gramming in the Uzbek language on the main govern­
ment television station. In addition, the playing of Uzbek 
music is virtually forbidden on both radio and television. 
In some regions of the country, especially in those adja­
cent to Uzbekistan, one can encounter Uzbek villages in 
which no one speaks Tajik and households regularly tune 
in to the radio and television programming of Uzbekistan. 
One positive point is that schooling (for children) in the 



382 • TAJIKISTAN 

Uzbek language seems to remain available in TajikistJn. 
Similar schooling in the Tajik lJnguage is banned in 
Uzbekistan. 

During T.ijikistan's civil war many ethnoregional mi­
norities, pen:cived a~ having sided with the losing opposi­
tion, were forced to abandon their homes and villages. As 
a result, thomands of people, primarily ofGharmi regional 
origin, living in the Qurghonteppa region of.KJ1atlon prov­
ince fled to northern Afghanistan, Badakhshan, the CIS, 
or other parts ofTajikistan. Following the adoption of the 
1997 peace accord, nearly all Gharmi refugees returned 
from AtghJnistan. Many others returned from internal 
exile, and some returned from Russia. These returnees still 
face occasional incidences of physical harm and regular dis­
crimination. Some, such as the majority of ethnic Kyrgyz 
households that fled to Kyrgyzstan during the civil war, 
decided to remain in their new host country. Many arc 
now legal Kyrgyz citizens. 

Religious minorities in Tajikistan also face discrimina­
tion and occasional persecution. Prior to independence 
there were between 15,000 and 20,000 Jews in the coun­
try. Most were of Bukharan ancestry and could trace their 
roots in the region to the 14th century, and for many, 
Tajik (or Persian) was their native tongue. Soon after in­
dependence, nearly all Jews emigrated. There are now 
settlements of Tajik Jews living in Israel and New York. 
Although some anti -Semitic sentiment may remain in the 
country, the presence of the Open Society Institute of 
Tajikistan, which funds the educational and artistic endeav­
ors of all qualified persons regardless of their ethnicity and 
religion, has helped to significantly reduce attitudes of anti­
Semitism, especially among the country's younger and 
educated generation. 

Other religions, including the various Christian de­
nominations, the Baha'is, and the Zoroastrians, have faced 
some persecution in the form of physical harm. In Octo­
ber 1999, for example, Abdullah Mugharrabi, an 88-year­
old Irani.in Baha'i and a resident of Dushanbe, was shot 
to death in his home in what appeared to be an assassina­
tion. In 2000, three churches affiliated with the Russian 
Orthodox Church, the Christian Korean Mission, and the 
Seventh-Day Adventists were firebombed-two on New 
Year's Eve. Seven worshipers were killed at the Korean 
Mission Church. In addition, in May 2001, unknown as­
sailants murdered the leader of Tajikistan's small Zoroas­
trian religious minority, Rudaki Behnadi. 

In all likelihood, these attacks were not of the 
government's doing. Nevertheless, there arc signs that the 
government, with the tacit approval of Russia and now 
Western pmvers, is persecuting devout Muslims who may 
or may not sympathize with fundamentalist Islam. Accord­
ing to the International Crisis Group, the current U.S.­
led war against terrorism could prove counterproductive 
to the rule of law in Central Asia, including in Tajikistan, 
ifthe price of securing cooperation from the region's gov­
ernments is Western tolerance of authoritarianism. 

Corruption 
1999-2000 2001 2002 

6 00 6.00 6.00 

A decade after independence, corruption, crime, and weak 
security continue to hinder Tajikistan's transition from com­
munism. Bribes, ~ome in the forms of unreasonable fees, 
have become an ingrained part ofnearly all transactions with 
the government and government-provided services. It is 
widely understood that with sufficient funds one can obtain 
a variety of favors from government officials. One can ac­
celerate the acquisition oflegal documents, for example, by 
paying bribes. Indeed, without the payment, it would be 
virtually impossible to obtain such services. Likewise, with 
bribes one can obtain a passport in a year, three months, or 
a week or two, depending on the size of the payment. 

Tajikistan's road police are among the most corrupt, 
and all indigenous vehicle owners are expected to bribe them 
on a regular basis. The arbitrary stopping of cars by the 
road police and checkpoints manned by the troops from 
the Ministry of the Interior are part of the continuing plot 
to extort money from drivers and passengers. These prac­
tices, of course, violate the right to freedom of movement 
of the country's citizenry and hinder economic activity. 

Many locals are also forced to pay bribes before leaving 
the country. Airport security officials, for example, are known 
to extort bribes by confronting individuals who are leaving 
on educational tours and accusing them of taking stolen 
property or narcotics with them. Officials may be making 
even more money from extortion of the poor. In 2000, the 
local press reported that police in Dushanbe frequently ha­
rass small street venders and newspaper sellers, many of 
whom are children and pensioners. The police accuse them 
of not paying taxes and threaten to arrest them if regular 
bribes are not forthcoming. Store vendors can also expect 
to pay less in taxes if they bribe the tax police. In addition, 
they expect to pay regular protection money to local repre­
sentatives of the Mafia. On a bigger scale, foreign buyers of 
Tajik cotton fiber are known to have paid bribes to govern­
ment officials. 

Most government officials retain strong ties to the busi­
ness community and expect to make more money from 
business deals related to their work than from their official 
salary. Although allegations of government corruption have 
yielded few investigations, the president has periodically fired 
or replaced officials owing to rumored or proven corrup­
tion. Save for occasional sackings and the introduction of 
new anticorruption legislation, however, the government 
has mostly fuiled to utilize formal legal means and stan­
dards to seriously combat official corruption. There is vir­
tually no legal framework or enforcement of existing laws 
on conflict of interest and financial disclosure. Furthermore, 
there are no laws on racketeering, and as of2001 the coun­
try had yet to sign the OSCE's Convention on Combating 
Bribery. 



Due to ingrained patronage and cronyism, land reform 
and privatization have generally favored local and national 
elites. Despite the sale of some government assets to pri­
vate in\'estors in recent years, it goes without saying that 
corruption and favoritism have played some role in the 
privatization process. To acquire lifelong leases on agricul­
tural plots, for example, farmers must have some existing 
capital with which to pay the variety of tees and bribes needed 
to secure their legal deeds. Opposition groups have criti­
cized the national and local governments tor allowing nepo­
tism and corruption to control assets and for unfairly and 
illegally distributing land rights. One incident baffled even 
the head of state, who, in a televised speech in 1997, com­
plained that a district chief had allocated 1,000 hectares of 
dehqan (peasant) farmland to a relative who did not even 
live in the same district in which the land was located. 

In recent years, Central Asia has become the new Golden 
Crescent, surpassing Myanmar as the world's major exporter 
of narcotics. Despite the president's declaration of war on 
crime and drug trafficking in April 2000, the lucrative drug 
trade has exacerbated corruption among Tajik officials, and 
drug trafficking has become a major component of 
Tajikistan's unofficial economy. The country's proximity to 
Afghanistan and its relatively porous borders have made it a 
desirable route for the smuggling of Afghan opium and 
heroin. Nearly all of the drugs smuggled through Tajikistan 
wind up in Russia and eventually Western Europe. In one 
incidence in 2000, large amounts of drugs were found at 
the home of the official Tajik representative to Kazakhstan. 
In another case, in 1999, a military helicopter was used to 
transfer opium and heroin from the vicinity of Dushanbe to 
the northern part of the country. In an effort to curb the 
drug trade, the United Nations International Drug Con­
trol Program has allocated funds for equipping and training 
Tajik officials. 
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The primary objective of Tajikistan's post-Soviet strategy 
of economic reform, which began in 1992, is the transfor­
mation of the central command system into a market 
economy. Even though the civil war temporarily halted the 
implementation of many laws that were designed to facili­
tate the transition, additional policies on privatization were 
formulated in 1995 and 1996. Today, in keeping with the 
advice of the IMF and the World Bank, government policy 
aims to deepen economic reform and to promote macro­
economic stabilization and continued growth. 

Under a three-stage program, the government plans 
continued agricultural reforms, more privatization ofstate­
owned enterprises, institutional changes to modernize the 
financial sector, monetary reform, and better taxation. All 
things being equal, this ambitious agenda has a chance of 
success only iflong-term stability can be ensured. Problems 
associated with asset valuation and transparency continue 
to burden the privatization process, much of which has ben­
efited influential business and political figures who received 
preferential treatment and were awarded lucrative state as­
sets at rock-bottom prices. Some auctions have been rigged, 
and there have been cases in which independent bidders 
have been threatened by force not to participate or to buy 
items. Nevertheless, the private sector now accounts for 
approximately 40 percent of gross domestic product, and 
the privatization of state assets has helped offset the budget 
deficit. According to the EBRD's Transition Report 2001, 
cumulative privatization revenues accounted for 5.4 per­
cent of GDP in 2000. 

In April 2000, the State Property Committee held a 
Dutch auction and sold the controlling shares of 18 of the 
country's 19 remaining state-owned cotton-ginning plants 
for a total of$10.5 million in revenue-much less than was 
anticipated. By the end of2000, the government had virtu­
ally completed the small-scale privatization process; more 
than 6,100 assets had either been sold or incorporated as 
joint stock companies. The privatization of medium and 
large properties, however, has proven more problematic. 
According to the EBRD's 2001 investment profile of 
Tajikistan, only 29 percent of the country's 733 designated 
medium and large assets have been sold. In the first six 
months of 200 l, nearly $3 million of funds were raised for 
the treasury, and a total of 237 small, medium-size, and 
large items and enterprises were sold, 88 percent having 
been paid for in full. 

Privatization in the form of land reform has had some 
positive effects on the agricultural sector as well. Agricul­
ture plays a significant role in Tajikistan's economy, and its 
share of GDP was about 17 percent in 2000. By 2001, the 
agricultural sector employed nearly 70 percent of the nation's 
workforce. In addition to a rise in the number of subsis­
tence farmers, the government's land reform program has 
encouraged an increase in the amount of land devoted to 
grain production . The amount ofland plowed in grain was 
estimated to have reached 400,000 hectares in 1997, 60 
percent higher than in 1991. Between 1995 and 1999, the 
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government privatized nc.irly 120 sop/zhoz (government co­
operatives) and k11lkhoz (agricultural cooperatives). Thi11 re­
sulted in leases of individual plots of land on a short-term 
basis, the formation of joint stock farms, and the creation 
of peasant farms with lifelong inheritable leases. The gov­
ernment also granted thousands of mainly rural households 
temporary use of small plots on 75,000 hectares of so-called 
presidential lands. Despite the variety of quasi-private and 
private uses ofland, the Constitution still stipulates that the 
state owns all land. 

With a per capita income in 2000 of $158, Tajikistan 
ranked l 78th in the world and below many impoverished 
nations in sub-Saharan Africa. The population is estimated 
to have reached 6.5 million by the close of 2001, with a 
growth rate of l .6 percent-an amount lower than in the 
1980s. The average life expectancy in Tajikistan is 64.2 years. 
With a total landmass of 141,000 km2, Tajikistan has a seem­
ingly moderate population density of 45 people per km2 , 

less than about one-eighth the population density of Hol­
land or one-seventh that of Japan. However, owing to its 
overtly mountainous topography-covering 93 percent of 
its territory-the arable landmass of Tajikistan is compara­
tively low. 

During the last decade, the diet of the average Tajik 
household has experienced a significant shift toward cheaper 
and less nutritional foods. Whereas in the past the cost of a 
SO-kilogram sack offlour took up a minimal portion (about 
5 percent) of the average household's monthly income, the 
same sack of flour is now barely affordable. A 1998 survey 
found that for the majority of households in Tajikistan, the 
four most important food items, in order of importance, 
are flour, cooking oil, sugar, and rice. The survey also found 
that since 1991, the consumption of meat had decreased by 
71 percent and the consumption of wheat flour and bread 
had increased by 29 percent. As a coping mechanism, more 
than one-third of all households in the country mix their 
wheat flour with cheaper and less nutritious barley, corn, or 
bran flours . In 2001, the United Nations estimated that as 
much as 40 percent of the population had no access to safe 
drinking water. Sixty percent of rural populations were 
thought to be using "unprotected sources, such as open 
drains and irrigation canals." The health of the population 
appears to be deteriorating, and cases of tuberculosis, ma­
laria, and other diseases are on the rise, especially in the 
southern Khatlon province. 

Government figures for unemployment are around 3 
percent. The actual unemployment rate, however, is prob­
ably much higher and has been estimated at between 15 
and 20 percent. Government unemployment figures regu­
larly underestimate the extent of hidden unemployment. 
They do not reflect the thousands of underemployed per­
sons and the many who do not report their status to state 
labor offices owing to the paltry nature of unemployment 
benefits. Since the median age in Tajikistan is relatively low 
and the economy remains weak, unemployment will con­
tinue to be a problem. Furthermore, the ongoing drought 

and the rough road to economic transition have brought 
forth certain social hardships. Throughout the country, many 
households have sold their life's possessions just to cat. Ac­
curate data on suicide rates and divorce are not available, 
but due to the traditional nature ofTajik society, both rates 
arc thought to be lower than in the West. Crime and pros­
titution arc also on the rise. 

Wages in Tajikistan continue to be among the lowest in 
the CIS. The average salary during the first seven months 
of2001 was the equivalent of a mere $8.70 per month. The 
minimum wage, though it had increased threefold as ofJanu­
ary 2001, is still the equivalent of only $1.30 per month; 
the minimum pension is even lower. The government's habit 
of continually running up wage arrears is only compound­
ing the problem. By February 2001, accumulated outstand­
ing wage arrears totaled $12 million. 

Fiscal policy in Tajikistan has undergone a significant 
transformation since 1995, having been especially weak and 
imbalanced prior to that date owing to chronic revenue 
shortfalls. With its 1996 reform package, the government 
attempted to consolidate fiscal management, overhaul the 
tax system, regulate government expenditures, and switch 
to noninflationary means of financing the budget deficit. 
High marginal taxes on cotton and aluminum were replaced 
with lower presumptive taxes (later replaced with sales taxes), 
and cxtrabudgctary claims on cotton and aluminum export 
earnings were eliminated. Grain subsidies, which accounted 
for 14 percent of GDP in 1995, were replaced with a cash 
compensation scheme that focuses on the very poor. 

Similar to many other transition economies, however, 
arrears in wage, pension, and other payments did occur. By 
1996, the government had resolved to adhere to an IMF­
recommcnded fis_cal program. As a result, between 1996 
and 1998, the budget outturn was on or near plan, with 
deficits as low as 3 .3 percent of GDP. In the first half of 
2001, the government posted a budget deficit equivalent 
to 1.5 percent of GDP. Total revenue during this period 
was equivalent to about $77 million, or 12 percent over the 
target for the period. 

The government continues to depend on considerable 
IMF and World Bank lending for deficit financing. In ] une 
2001, the World Bank approved a new structural adjust­
ment credit support program that is meant to assist the 
government in combating poverty. The next month, the 
IMF positively assessed the government's compliance with 
the terms of its three-year (1998-2001) economic program 
and the government's efforts to reduce monetary growth 
and the fiscal deficit. At about the same time, the IMF agreed 
to the release of an $8 million tranche of credit under its 
poverty reduction and growth facility, with the promise of 
similar funds to follow. The international financial institu­
tions have some influence on the government's decisions 
on issues such as continued privatization and adherence to 
tight fiscal and monetary policies. Despite their substantial 
leverage, however, they have imposed almost no conditions 
on the government for political reform. 



Inflation has decreased continuously since 1995, when 
the year-end rate stood at more than 2,100 percent. With 
the exception of 1997, when monetary loosening over the 
first half of the year sparked rapid currency depreciation 
and year-end inflation ofl64 percent, there has been a gen­
eral trend toward lower inflation. Factors such as the ongo­
ing drought caused a shortage in food commodities in 2000 
and were among the culprits behind a 61 percent inflation 
rate for that year. Inflation in the first seven months of2001 
was 8.2 percent, with the months ofJune and July having 
been deflationary, with rates of -0.8 percent and -0.2 per­
cent, respectively. Despite the move toward lower annual 
inflation, especially following tighter monetary policy since 
the end of 2000, high food prices are still exerting infla­
tionary pressures. The IMF forecast a GDP growth of 7 
percent for 2001 and an annual inflation rate of no more 
than 14 percent. 

The banking system consists of the National Bank of 
Tajikistan (NBT) and 17 commercial banks. The activities 
of the commercial banks have been largely limited to chan­
neling credit from the NBT. To compensate for the effects 
of high inflation and depreciation, the minimum capital re­
quirement for commercial banks was raised to $1 million in 
2000. The four largest banks, Agroinvest, Orion, 
Vneshekonom, and Savings Bank, are all successors to So­
viet-era financial institutions and account for 70 percent of 
total deposits and 75 percent of all commercial loans. On 
paper, most banks have been transformed into joint stock 
companies and hence nominally privatized, yet the state still 
controls them closely. 

An indication of no confidence in the financial systems 
of Tajikistan and the existence of a shadow economy of the 
country can be found in the ratio of noncash balances held 
in the form of savings by banks and other financial institu­
tions. As a rule of thumb, the higher the currency-deposit 
ratio, the less confidence there is in the banking system. 
Private saving constitutes an estimated 7-10 percent of GDP, 
yet only about 0.2 percent of GDP is deposited with banks. 
Furthermore, banks have not been forthcoming with credit 
plans, especially for small and medium-size businesses. 

A 1998 survey of bazaars found that less than half of all 
micro- and small businesses had borrowed money, none 
having done so from banks. Many reported that they bor­
rowed the start-up money from family and friends. Those 
who borrowed from professional or informal lenders re­
ported an average annual payback interest rate of about 130 
percent. One successful loan program is the Aga Khan 
Foundation's Enterprise Support Facility, which is now ac­
tive in the Badakhshan province and Gharm-Quarateguine 
region. As of mid-2000, it was estimated that the founda­
tion had issued nearly 1,000 low-interest loans of between 
$50 and $5,000 to small businesses; the rate of repayment 
was 95 percent. Since May 1998, as part of an effort to 
reform the banking sector, the IMF and the World Bank 
have assisted the three largest banks via an operational re­
structuring program aimed at improving liquidity and sol-
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vency, attracting private capital, collecting overdue loans, 
improving management, and reducing costs. 

For three years after independence, Tajikistan contin­
ued to use the old Soviet ruble. It did so even after Russia 
had issued its new currency in 1994. Only in May 1995 did 
the country introduce its own Tajik ruble, with one unit 
initially equivalent to l 00 Russian rubles. Although the Tajik 
ruble saw occasional periods of stability between 1995 and 
2000, on the whole it depreciated. As the country was ap­
proaching its 10th year of independence, the government 
replaced the statue ofFerdawsi, a cultural avatar in the cen­
ter of Dushanbe, with that of King Somani, a political ava­
tar whose dynasty ruled over much of Central Asia in the 
9th and 10th centuries. In December 2000, the govern­
ment introduced a new currency, the somoni (S), to replace 
the depreciated Tajik ruble. By the end of 2001, the ex­
change rate stood at around S2.4 for $1. Despite the cen­
tral bank's efforts to promote the use of the new currency 
throughout the country, most large business transactions 
arc conducted in dollars or, as in the Soghd province, in 
Russian rubles and Uzbek sum. 

During the Soviet era, Tajikistan received budgetary 
transfers from Moscow equivalent to 23 percent of the 
republic's GDP. This was the highest percent received by 
any Soviet republic. Tajikistan also had the highest inter­
republic trade deficit and the lowest GDP among the So­
viet republics. Links with Moscow remain strong, and today 
Tajikistan conducts nearly one-quarter of all its trade with 
Russia. In 2000, Tajikistan's foreign trade turnover increased 
by 8 percent to almost $1.5 billion. Trade with the CIS­
mostly with Russia and Uzbekistan-amounted to about 
$1 billion, or 65 percent of total trade. 

Tajikistan's principal imports arc electricity, petroleum, 
natural gas, grain, and aluminum oxide. In 2000, rising 
commodity prices on cotton and aluminum boosted export 
revenues to nearly $800 million, as much as 20 percent 
higher than a year earlier. Import expenditure, meanwhile, 
had risen about the same to approximately $840 million 
and had resulted in a trade deficit of close to $50 million. 
Much of the trade deficit was due to increased imports of 
alumina (the raw compound needed for aluminum produc­
tion) ( 38 percent increase), electricity ( 15 percent), and 
natural gas (62 percent). Uzbekistan could significantly af­
fect Tajik imports and exports if it reopened all modes of 
transportation to Tajikistan and removed the deadly mines 
buried near the borders. To date, these mines have taken 
the lives of many innocent Tajiks and Uzbeks. 

However, the environment needed to increase foreign 
direct investment is not yet fully in place in Tajikistan. Ac­
cording to the EBRD, cumulative net total FDI between 
1993 and 2001 is an estimated $211 million. Investment in 
the mining sector, especially in the Zerafshan Gold Com­
pany, is thought to constitute the largest inflow ofFDI. The 
Canadian-listed and British-owned Nelson Gold Corpora­
tion is registered as the primary investor in this joint venture 
between the government of Tajikistan and the World Bank. 
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Tajikistan has run trade and current .Kcount deficits 
financed through external borrowing and arrears accumu ­
lation since the early years of independence. In effect, these 
trade deficits replaced the subsidies Tajikistan received dur­
ing the Soviet period. The rising debt problem, however, 
has required cuts in nonessential imports and increases in 
export earnings. A World Bank report on Tajikistan con­
cludes that economic revival and the combating of poverty 
depends heavily on continuing reforms in favor of the free­
market system combined with external debt relief. 
Tajikistan's foreign debt stock has grown steadily since in­
dependence, and it is estimated to total about $1.2 billion, 
or more than 100 percent of GDP. Tajikistan owes its for­
eign debt to bilateral partners ( 42 percent), multilateral 
agencies (30 percent), and commercial creditors (27 per­
cent). The largest bilateral creditors are Russia (nearly $300 
million) and Uzbekistan (nearly $150 million). The largest 
multilateral creditors are the World Bank (exceeding $150 
million), the IMF (exceeding $110 million), and the EU 
(exceeding $75 million). 

Tajikistan's civil war seriously affected the education 
system. Many schools were damaged or fully destroyed. A 
1998 household survey found that the overall level of non­
attendance for school-age children was approximately 15 
percent. Literacy and education levels, especially in rural 
areas and among females, are lower than generally presumed. 
Households have identified the major problems associated 
with sending their children to school as lack of clothing and 
shoes, unavailability of books, shortage of qualified teach­
ers, and absence of school heating. Even though nine years 
of schooling are compulsory in Tajikistan, thousands of chil­
dren and youths leave school to work as farm laborers or 
street vendors. The work ofNGOs has shown that the avail­
ability of school feeding programs substantially increases 
school attendance by both students and teachers. 

Some private schools and colleges have appeared. The 
Aga Khan University, for example, was founded in Khorog, 
the capital of the Badakhshan province. Another institution 
of higher learning is the Slavonic University in Dushanbe, 
which is funded by the Russian government. The nongov­
ernmental Turkish organization Gewlcn also operates seven 
Turkish lycces. 

According to an analysis by the International Crisis 
Group, Tajikistan continues to face four major challenges: 
establishing a viable political system, combating crime, vio­
lence, and drug trafficking; promoting friendly relations with 
neighboring states (especially Uzbekistan); and reversing 
economic decline. The government has made progress in 
economic reform through continued-albeit imperfect­
privatization and sound macroeconomic policy. However, 
ongoing economic stagnation-much of it due to natural 
and external factors outside the government's control-has 
indirectly stifled the democratization process as well. 

In addition, the UN World Food Program has claimed 
that as many as a million people face potential starvation if 
sufficient aid does not arrive in Tajikistan by early 2002. 
According to the WFP, nearly 70,000 metric tons of wheat 
flour (worth about $36 million) are needed in the first six 
months of2002 alone to combat hunger among the most 
vulnerable households. As many as 9,000 households, mainly 
in the Khatlon province, have already benefited from the 
WFP's food-for-work program, wherein households receive 
corn and wheat seeds for plowing modest-size plots ofland. 
They also get limited amounts of wheat flour. In practice, 
though, this program is thought to affect less than 10 per­
cent of the population that has been severely affected by 
the drought. The coping mechanisms that have cushioned 
Tajik households in economically vulnerable post-indepen­
dence times, according to experts, are quickly becoming 
less effective owing to the enormity of the drought. Water­
and malnutrition-related diseases such as typhoid, diarrhea, 
and malaria are said to be on the rise. There is hope, how­
ever, that-pending political stability-most of the $430 
million pledged at a May 2001 donors' conference in To­
kyo will be forthcoming. 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 6.90 6.90 -!- 6.94 6.94 6.94 

Rule of Law na na 6.38 -!--!- 6.63 6.63 
Economic Liberalization 6.38 -!- 6.42 6.42 -!- 6.50 6.50 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita($) 591.9 464.1 495.1 509.9 452.5 552.5 642.0 

Real GDP growth(% change) -7.2 -6.7 -11 .3 5.0 16.0 17.6 10.0 

Inflation rate 1,005.3 992.4 83.7 16.8 24.2 8.3 11.2 

Exports($ millions) 2,084.0 1,692.0 774.0 614.0 1,162.0 2,508.0 2,700.0 
Imports($ millions) 1,644.0 1,388.0 1,005.0 1,137.0 1,328.0 1,742.0 2,300.0 

Foreign Direct Investment ( $ millions) 233.0 108.0 108.0 62.0 89.0 131.0 150.0 
Unemployment rate na na na na na na na 

Life Expectancy (years) 65.7 na 65.7 na na 66.3 67.0 



INTRODUCTION 
rkmenistan has been called "the North Korea of 

Central Asia." Opponents of the regime claim that 
he entire state structure serves only to glorify the 

country's leader, President Saparmurat Niyazov, by expend­
ing significant resources on the reinforcement ofNiyazov's 
image as the all-powerful, unchallengeable father of his na­
tion and people. Although the United Nations officially 
recognized Turkmenistan as a neutral country in Decem­
ber 1995, the state's foreign policy appears more isolation­
ist than nonaligned. 

President Niyazov has ruled the independent state of 
Turkmenistan since 1991, the year the Soviet Union col­
lapsed. He first came to power, though, in 1985, to replace 
the corrupt Communist Party leader of the Soviet Socialist 
Republic of Turkmenia. In the years since independence, 
he has headed the most Stalinist state of the former Soviet 
republics and has encouraged the development of a "cult of 
personality," as it is often described. In February 2001, 
Niyazov promised to step down as president in 2008 or 
2010, saying on the eve of his 6lst birthday that "a man 
older than 70 should not be the country's president." 

Countless articles about Turkmenistan in the Western 
press start by mentioning that Niyazov is called "Turk­
menbashi"-a title Parliament bestowed on him that means 
"the leader of the Turkmen." There is a city named 
Turkmenbashi, which sits on the Turkmenbashi Bay of the 
Caspian Sea; an oil refinery named after Turkmenbashi; and 
a number of factories, state farms, and locally made prod­
ucts that invoke the Turkmenbashi moniker. The nation's 
monuments to Niyazov include the Arch of Neutrality in 
the capital, Ashgabat, which is crowned with a golden statue 
of Niyazov that revolves to keep the leader facing the path 
of the sun. The national holiday Flag Day falls on Niyazov's 
birthday, February 19. 

How Niyazov manages to keep such a tight grip on 
power is a matter of much speculation. One could assume, 
for example, that he has a loyal inner circle that consists 
either of a few trusted people who help manage the country's 
affairs or, more likely, of a group of yes-men who are quick 
to agree with any idea Niyazov puts forward . The latter 
would be something akin to Stalin's Soviet Union, Mao's 
China, or Kim II Sung's North Korea. The fact that gov­
ernment officials at all levels are regularly shuffled in and 
out of office makes it impossible for the president, at this 
time, to identify individuals within the government who 
might serve as his confidants or actually become guiding 
forces behind the political scene. 

Niyazov's past may provide some insight into the ec­
centric manner in which he governs the country. Born in 
1940, Niyazov was only a child when his father was killed 
during World War II. He was then orphaned in 1948 when 
a devastating earthquake leveled Ashgabat and killed his 
mother and two younger brothers. Niyazov grew up in a 
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state orphanage and, as a result, appears to have no strong 
loyalties to a clan or childhood friends . 

An engineer by training, Niyazov was a loyal Commu­
nist Party member in the USSR. When he was named party 
chief in Turkmenia in 1985, he was only 45 year~ old. It is 
unlikely, especially given his educational background, that 
Niyazov was ever meant to be more than a party boss who 
carried out, rather than created, state policy. To some de­
gree, Niyazov's erratic style of rule may also be influenced 
by his poor health. In the first half of the 1990s, he received 
medical treatment in the United States for phlebitis. In the 
late 1990s, he underwent multiple bypass heart surgery. He 
is also known to suffer from respiratory problems. 

Nearly every foreign news article on Turkmenistan 
documents the country's poor record on tolerating dissent. 
The executive branch of government dominates the state, 
and the legislative and judicial branches appear to have little, 
if any, real power. The Security and Interior Ministries back 
the president and play an important role in bolstering a one­
party political system in which there is no room for active 
opposition political parties and movements. 

Although the Constitution guarantees certain basic 
rights, citizens ofTurkmenistan enjoy no freedom of speech 
or the press and have little ability to obtain objective infor­
mation from sources outside the state. Likewise, religious 
freedom organizations have decried the absence of religious 
liberties. Most opposition political figures departed the 
country in the first years after independence. Those who 
remained were either jailed or placed under house arrest. 

Just as in the Soviet era, the state controls all sectors of 
production in Turkmenistan. Accurate economic figures are 
difficult to obtain, and data provided by the Turkmen gov­
ernment seem inflated. In 2001, for example, the govern­
ment reported a "record" grain harvest, even though every 
neighboring country suffered from a second consecutive 
year of drought. 

Since the country has one of the largest reserves of natu­
ral gas in the world and a sizable amount of oil, it should, at 
least on paper, be a wealthy nation. Niyazov even boasted 
after independence that Turkmenistan would become a "sec­
ond Kuwait." However, Turkmenistan is handicapped by a 
shortage of reliable export routes. The government's re­
pressive policies and its unpredictability in dealing with for­
eign businesses have also kept investments and potential 
investors from flocking to Turkmenistan as they have to 
Kazakhstan and even to Turkmenistan's Caspian rival, 
Azerbaijan. 

From tl1e top down, the Turkmen government is rife 
with corruption. In 2001, for example, the European Bank 
for Reconstruction and Development issued an open letter 
in which it questioned the $1.7 billion so-called foreign 
exchange fund that comes directly under Niyazov's control 
and does not form part of the state budget. However, in 
2001, Niyazov also followed a well-developed pattern when 
he dismissed several top officials for corruption and nepo­
tism and called on government officials and the people of 
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Turkmenistan to be vigilant and relentless in seeking out and 
reporting corruption. 

Niyazov's eccentric behavior appeared to become more 
manitest in 200 l. In April, he ordered the closing of the ballet 
and opera tl1eater in Ashgabat because they promoted "alien" 
art forms tl1at communicate nothing to Turkmenistan's citi­
zens through their "unnatural teelings and indiscreet dances." 
In May, he complained at a gathering of the World Humani­
tarian Turkmen Association, an organization representing 
Turkmen societies from more than 20 countries, about the 
praise and attention lavished on him by the country's people 
and press. Yet the gathering later conferred ilie title of"Beik 
President," or great president, on him. 

In October, just before the celebration of Turkmenistan's 
l 0th anniversary ofindependence, Niyazov unveiled his book, 
Rukhnamc, a spiritual guide for proper behavior and morality 
among Turkmenistan's citizens. Although Turkmen govern­
ment officials and the state-owned media said the book be­
longed on the shelf next to the Koran or the Bible, me outside 
world has largely ignored it. Publication of ilic book is the 
most visible sign to date mat the president considers himself 
sometlling more than a mere mortal. 

Although there has been no official announcement, ob­
servers ofTurkmenistan expect tl1at the principles expressed in 
Rttkhname will be enforced as a parallel legal code. The 
country's Constitution is laid out according to Western ideas, 
but Rukhname has been advertised as me Turkmen people's 
own patl1 to a brighter future. 

During the period covered by mis report, the country 
witnessed the biggest defection from the government's ranks 
in the last decade when Boris Shikhmuradov, Turkmenistan's 
ambassador to China, announced that he was an opponent in 
exile to Niyazov and me Turkmen government. Having also 
served as foreign minister, deputy prime minister, and special 
presidential representative on Caspian resource affairs, 
Shikhmuradov is, in addition to Niyazov, one of the only people 
in Turkmenistan whom the outside world has ever heard of. 
All told, Shikhmuradov had stood at the pinnacle of 
Turkmenistan's government fornearly l 0 years, fur longer man 
any other official. Although other officials have left the coun­
try and declared ilieir opposition to Niyazov, Shikhmuradov's 
views will surely carry more weight abroad. He simply has 
more experience in me international community and is a rela­
tively well-known figure among diplomats. 

Most important, in 200 l, the events surrounding me in­
ternational campaign against terrorism seriously tested 
Turkmenistan's policy of neutrality. The Niyazov regime found 
itselfin a difficult position when Turkmenistan's Central Asian 
neighbors sided wiili the U.S.-led coalition that was targeting 
al-Qaeda bases and tl1e Taliban military in Afghanistan. These 
countries-Uzbekistan, Tajikistan, and Kyrgyzstan being fore­
most among them-are potentially me greatest benefactors of 
Turkmenistan's dreams of oil and gas wealth. Yet they have 
not remained neutral in tl1e campaign, and some have even 
allowed the U.S. militar}', and others, to use me airbases on 
their territories. 

In contrast, Turkmenistan had maintained good relations 
with the Taliban and in the past had even been a venue for 
Afghan peace talks. Although the Turkmen government tried 
to maintain its neutrality in the wake of September 11, U.S. 
President George Bush made clear early in the war against 
terrorism that "you are either \vi th us or you are against us." 
In response, Turkmenistan granted use ofits airspace for planes 
carrying humanitarian cargo and allowed some shipments of 
aid to cross its border into Afghanistan. Nonetheless, ques­
tions soon arose about just how close the Turkmen regime 
was to the Taliban and al-Qaeda. 

The London-based newspaper Al-Hayah reported in 
October 2001, for example, that the AI-Zawahiri group had 
been in contact with officials in me Turkn1en government. 
Ayman Al-Zawahiri is one of Osama bin Laden's most trusted 
confidants, and he has been accused in Egypt of helping to 
plot me assassination of President Anwar Sadat in 1981. Al­
Hayah cited "a Russian expert working in Central Asia" who 
said that "a group led by Ayman AI-Zawahiri is moving to­
ward Central Asia through Turkmenistan, which used to have 
close ties with the Taliban and where a number of its leaders 
are said to have 'interests' \vitl1 AI-Zawahiri's group." Other 
sources noted that bin Laden himself may have planned to flee 
Afghanistan for Turkmenistan and then to move on from tl1ere 
for oilier destinations. This, me sources claimed, was a feasible 
plan, given me ties between tl1e Turkmen government and 
bin Laden's Taliban hosts. Aliliough Turkmenistan's Foreign 
Ministry was asked to respond to these claims, no official was 
willing to comment. 

DEMOCRATIZATION 
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In December 1999, Turkmenistan's Halk Maslahaty (People's 
Assembly) named Niyazov "president for life." The move 
followed a January 1994 national referendum that resulted 
in me extension of Niyazov's term in office by eight years, 
mus bypassing elections scheduled for 1997. The presidents 
in neighboring Uzbekistan and Kazakhstan used me same 
tactic to lengilien their terms in office the following year. 

According to Turkmen election officials, 99.9 percent 
of voters approved the extension of Niyazov's term. Two 
years earlier, when Niyazov ran for president unopposed, iliey 
claimed that he received 99 .5 percent of all votes cast. On 
both occasions, election officials said that more than 99 per­
cent of eligible voters had taken part in the polls. Similarly, 
Niyazov ran unopposed in tl1e Turkmen SSR's republican 
elections in October 1990, when he s\vitched his title from 
first party secretary to president. 

When Niyazov announced in February 2001 that he 
would step down by 2010, the statement elicited more curi-



osity than credibility. Although he has pledged to hold mul­
tiparty parliamentarr elections in the pJst, he has yet to fulfill 
the promise. At the time of the la~t elections, he simply stated 
that the Turkmen people were not ready for political plural· 
ity. Still, Niyazov has promised thJt the presidency will not 
go to his heir, only Jdding to the list of people he believes 
should not succeed him in the nation's highest po~t. He has 
also stated that no one from the Yomut, one of the five great 
Turkmen tribes, should ever become president. He made this 
statement even though most of the leaders of Turkmenistan's 
oil sector are Yomut and on their traditional lands rests most 
of the country's oil. 

In response to Niyazov's announcement of his intent to 
eventually step down, Istvan Venczel, the OSCE's chiefrep· 
resentative in Turkmenistan, commented that it was at least 
encouraging that Turkmenbashi was even talking about elec­
tions. "He is reconfirming a commitment for a democratic 
transition, and he spoke not only about the presidency but 
about a multiparty system. At least he is speaking about a 
commitment that Turkmenistan, like all members of the 
OSCE, has agreed to." However, Venczel's seeming opti­
mism could easily be curbed if one recalls that Niyazov also 
once stated that the Turkmen are among the world's oldest 
democratic peoples. In fact, no evidence exists to show that 
Turkmen tribes have ever held anything resembling a demo­
cratic election. 

Turkmenistan's unicameral Parliament, the Majlis, has 
50 seats. Although Niyazov promised in 1999 to cede more 
power to Parliament, it remains a "rubber stamping" body 
to this day. The last parliamentary elections took place on 
December 12, I 999. The Democratic Party ofTurkmenistan 
(DPT), which is led by President Niyazov and is the succes­
sor to the Communist Party of the Turkmen Soviet Socialist 
Republic, was the only political party to participate. It is also 
the only party that is officially registered with the Ministry of 
Justice. Just over 100 candidates competed for the 50 seats 
in Parliament. (Only 51 ran in the election of 1994.) Al­
though some candidates declared themselves to be indepen­
dent, they were all in fact connected to the DPT. Niyazov 
was rumored to have personally chosen all the candidates 
and to have decided who would be the winners. 

In the two weeks before the election, the Turkmen Ser­
vice of Radio Liberty conducted a poll on the streets of 
Ashgabat. Less than 10 percent of the respondents could 
name one of the candidates running in their district. A little 
more than half knew when the election was scheduled to 
take place. Election officials claimed a 99 percent-plus turn­
out at tl1e polls. However, Radio Liberty and other Western 
media reported that low turnout during the early part of the 
day forced election officials to canvass houses, hospitals, and 
public facilities in order to track down eligible voters and 
take their completed ballots. 

Although there were some election observers from CIS 
countries, no international organization or Western govern­
ment officially monitored the 1999 election. Representatives 
of the Ashgabat office of t11e OSCE noted that part of the 
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problem was the wording tl1at t11e Turkmen government used. 
Instead of specifically inviting individual orgJnizations to 

monitor the election, the Turkmen government said it would 
welcome "anyone" who wanted to send monitors. The OSCE 
said it needed a clear invitation before it could send any ob­
servers, but neither election officials nor the Turkmen gov­
ernment ever made such a specific offer. It was clear, though, 
that they were aware of the OSCE's regulations. 

Similarly, the OSCE did not send monitors to 

Kazakhstan's presidential election in January 1999 or to 
Uzbekistan's parliamentary elections, which took place the 
week before the Turkmen vote. In all three instances, the 
OSCE declared that the election had fallen far short of demo­
cratic standards. The Turkmen government offered what has 
become its common response to outside criticism: The coun­
try is following a unique path toward reform and democracy 
t11at takes into consideration the culture and tradition of the 
Turkmen people. Exactly how culture and tradition affect 
Turkmenistan's ability to hold elections or justify its failure 
to meet international electoral standards has never been clear. 

Immediately after the 1999 election, the new Parliament 
voted to amend tl1e Constitution so that Niyazov could re­
main president for life. It then approved the decision oftl1e 
People's Council to make Niyazov just that. These events 
clearly demonstrated how empty Niyazov's promise of grant­
ing the new Parliament more power really was. 

Even though the People's Council has been described as 
a group of "tribal elders," its membership includes regional 
representatives who are anything but elderly. This assembly 
usually meets annually toward year's end, unless important 
matters arise at an earlier date that need its official sanction. 
When the People's Council named Niyazov president for life, 
it presented him with a white khalat (a long coat or robe) 
and a palm staff, both traditional signs of Islam's prophet 
Mohammad. As tl1e crowd applauded, Niyazov wept and said 
that he was deeply moved by how much the people loved 
him. 

Despite t11e guarantees of Article 28 of the Constitu­
tion, no one attempted to form a political party or move­
ment during tl1e period covered by this report. There are 
unregistered opposition political parties, of which Agzybirlik 
is the best known . Agzybirlik attempted to register in the last 
days of the Soviet Union, but its application was denied. A 
subsequent attempt to register with the Justice Ministr)' af­
ter Turkmenistan became an independent nation also proved 
unsuccessful, but it did attract tl1e government's attention to 
the party early on. Most of Agzybirlik's members fled the 
country in the first few years after independence. However, 
Nurberdi Nurmamedov, tl1e co-chairman of the party, stayed. 

Since only a handful of active political opponents re­
main inside Turkmenistan, the government permits 
Nurmamedov's activities. However, with the media firmly 
in the state's hands, Nurmamedov has few vehicles through 
which he can promote his party's views. After giving in­
terviews to Radio Liberty's Turkmen Service in 1999 in 
which he was critical of the Turkmen government, 
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Nurmamedov soon found himself under investigation by 
the state prosecutor. In February 2000, at a dosed trial, he 
was found guilty of "hooliganism with intent to commit 
murder." Although his alleged victim, a longtime neigh­
bor, said that Nurmamedov had never threatened him, the 
testimony was stricken from the court record and played no 
role in the verdict. Nurmamedov was sentenced to five years 
in jail but was freed in December 2000 under a general 
amnesty along with more than 11,000 other prisoners. In 
what can only be described as a shameful mockery of jus­
tice, Nurmamedov had to repent on state television, swear 
an oath of allegiance to the Turkmen president, and vow to 

redeem himself through work for the homeland. Early in 
2001, Amnesty International reported that Nurmamedov 
was under police surveillance. 

The most recent attempt to form an opposition political 
party or movement failed. In the spring of 1999, Pirimguly 
Tangrikuliev announced his intention to form a political party 
or to run in the parliamentary election as an independent. 
That summer, he was charged with embezzlement of state 
property. No one has attempted to form another political 
party or movement since then. Although the next parliamen­
tary elections will take place in three years, members of the 
opposition have little reason to try to form parties, especially 
in light of the response Tangrikuliev received. 

Pirimguly Tangrikuliev planned to run for Parliament 
in December 1999 and made his intentions clear more than 
half a year in advance. He was jailed in the summer of 1999 
for embezzling state property. Turkmenistan's state pros­
ecutor pointed out that Tangrikuliev's crime was especially 
heinous since he was a doctor who had overcharged pa­
tients for medicine, even medicine given to him by the 
Turkmen government as part of the national health care 
program. 

There are earlier examples of opposition figures run­
ning afoul of the law, but they all fit the same pattern. Like 
Nurmamedov and Tangrikuliev, none were tried for politi­
cal activities. Instead, they were tried on criminal charges in 
closed courtrooms. No one has ever been acquitted, no 
matter how farfetched the charges. Further, the media at­
tacks them, often quoting President Niyazov himself, in 
order to humiliate them publicly and leave the impression 
that they are immoral and untrustworthy individuals. 
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Article 28 of the Constitution states, "Citizens have the 
right to form political parties and other social associations 
that operate within the framework of the Constitution and 
laws." However, there are no officially registered political 
parties in the country except President Niyazov's DPT. At­
tempts to register or form alternative parties and movements 

have brought swift and severe reaction from the govern­
ment. Although nongovernmental organizations do not 
officially exist, the government allows some groups to func­
tion if they avoid issues that could be considered as con­
flicting with the views and policies of the state. Most 
organizations confine their efforts to matters such as ecol­
ogy, women's rights, and youth issues. 

With international assistance, Turkmenistan drafted and 
adopted a progressive new civil code in 1998. The law was 
set to take effect in 1999 and was supposed to override 
related provisions in the 1992 Law on Public Associations. 
According to the International Center for Not-for-Profit 
Law, "If applied, provisions of the civil code affecting N GOs 
will be the most progressive in Central Asia." These pro­
gressive provisions include relaxed requirements for the reg­
istration of NGOs and even a clause that officially grants 
registration to applicants that do not receive a response from 
the government within a specified period of time. The only 
trouble is that the code has never been put into practice, 
and the Law on Public Associations has never been amended 
to conform to the new code. In fact, according to an article 
in the summer 2000 edition of the HarMrd Asia QJear­
terl)~ "Representatives from the Ministry of Justice have 
acknowledged that they will not implement these reforms, 
and have claimed that their Ministry is obliged only to fol­
low the ambiguous provisions of the 1992 law .... It is as­
sumed that the reluctance is based on the Ministry's desire 
to maintain its traditional extensive control over NGOs." 

There are institutions whose names suggest that they 
are NGOs. One such group is the Institute for Democracy 
and Human Rights, which was established in October 1996 
and operates under the guidance of President Niyazov. The 
institute is credited with pushing through some limited re­
forms in the penal system such as decreasing sentences for 
some crimes and, notably, the abolishment of the death 
penalty. However, Niyazov dismissed the institute's direc­
tor, Yelbars Kepbanov, in July 2001 for "serious shortcom­
ings in his work" or, more likely, for being too effective. 

The Constitution guarantees the right to work and 
choose one's profession. It even contains provisions on the 
rights of workers to "rest and leisure, ... work weeks oflim­
ited duration, ... paid annual vacation," and "weekly days 
off," but it contains no references to workers' associations 
or collective bargaining. In addition, according to the U.S. 
State Department's 2001 Cottntry Reports on Httman Rights 
Practices, there simply are no independent trade unions in 
Turkmenistan. Instead, the report cites the Colleagues 
Union as "the only legal central trade union federation [that 
is] permitted" and notes that Turkmen law "neither pro­
hibits nor permits strikes .... Strikes are extremely rare." The 
Colleagues Union claims to have 1.3 million members. 

In the United Nations Development Program's 2001 
Httman Development Report, Turkmenistan ranked 83rd out 
of 162 nations on the "status of fundamental labor rights 
conventions." However, this ranking only indicates the rati­
fication ofleading international conventions on freedom of 



association and collective bargaining, elimination of forced 
and compulsory labor, elimination of discrimination in em­
ployment and occupation, and abolition of child labor. The 
ranking contains no indication of actual implementation of 
these conventions. 

The Turkmen are by tradition Sunni Muslims, and the 
majority of the population identifies with this sect of Islam 
both ethnically and religiously. Sunni Islam and the Russian 
Orthodox Church are the only registered religions in the 
country. However, since many of the Slavic peoples who 
lived in Turkmenistan during the Soviet period have emi­
grated, the number of Russian Orthodox practitioners has 
dwindled. There arc several smaller, unregistered religious 
communities, including Roman Catholics, Pentecostals, 
Jehovah's Witnesses, Seventh-Day Adventists, Baptists, 
Baha'is, and Hare Krishnas. 

Although Turkmenistan's Constitution guarantees re­
ligious freedom, smaller religiou!. groups have found it dif­
ficult to meet registration requirements and, therefore, to 
operate untettered. According to the U.S. Department of 
State's International Religious Freedom Rcpoi-t for 2001, 
"Some observers have speculated that official restrictions 
on religious freedom .. . reflect the government's concern that 
liberal religious policies could lead to political dissent, in­
cluding in particular the introduction of Islamic extremist 
movements in the country. The Government appears to view 
participation in nontraditional religions as a threat to the 
stability and the neutrality of the State." As a result, their 
role in broader civil society is somewhat limited. 

Freedom of association is also limited in other ways. 
For example, citizens are discouraged from socializing with 
foreigners. In 2000, President Niyazov ordered the moni­
toring of foreigners in Turkmenistan, and in January 2001, 
he announced on state television that an additional 1,000 
people would be added to the Committee for National Se­
curity (KNB), the successor to the Soviet-era KGB. The 
broadcast then showed Niyazov telling KNB officials that 
"[l]ast year alone 988,000 people visited Turkmenistan from 
abroad. If some of them came with good intentions, then 
some of them didn't." 

Although Article 25 of the Constitution states that 
"[m]en and women upon reaching the age of marriage have 
the right to mutually consent to enter into marriage and 
form a family," the president signed a resolution June 2001 
that requires foreigners to pay the state $50,000 to marry a 
citizen ofTurkmenistan. They must also show proof ofresi­
dence in the country for at least one year and ownership of 
his or her own living space. Critics have noted that the fee 
for marrying a Turkmen citizen is far greater than the fi­
nancial means of citizens in neighboring countries. Like­
wise, few foreigners live in Turkmenistan for an entire year, 
and far fewer own property there, choosing instead to rent 
temporary living quarters. The government, however, claims 
that the payment is necessary to protect women from being 
tricked into abusive relationships or trapped in the human 
trafficking trade. The resolution specifically states that the 
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money is for the protection of "young women who either 
fall into rich Asians' harems, or suffer materially at the hands 
of wandering adventurers posing as rich foreign business­
men." It also provides financial guarantees for woman who 
are suddenly divorced abroad and left with children. 

Education, another important component of civil soci­
ety, is fraught with political influence and propaganda in 
Turkmenistan. At a session of the Cabinet of Ministers in 
September 2000, for example, Niyazov ordered the revi­
sion of school textbooks to portray the contributions of the 
Turkmen people to world civilization in a more favorable 
light. At one point, he claimed the Turkmen people had 
existed for 6,000 years on their present territory. History 
books outside Turkmenistan do not support this last claim. 
It would be difficult for anyone in Turkmenistan to prove 
Niyazov wrong, though, because the state library in 
Ashgabat is reportedly being dosed down and the three 
million books in its collection are slated for storage. 
Turkmenistan closed its Academy of Science a few years ago. 

In April 2001, the Moscow-based Information Center 
for Human Rights in Central Asia said it had received re­
ports that in Turkmenistan's Dashoguz region, elementary 
school officials were requiring girls to wear traditional 
Turkmen attire to attend classes. School officials called par­
ents to a meeting and informed them of the new manda­
tory dress code. Any girl who did not wear traditional 
Turkmen clothing could not stay in school. However, 30 
percent of the region is ethnic Uzbek or another non­
Turkmen group. 
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In 1998, the Committee to Protect Journalists named Presi­
dent Niyazov an "Enemy of the Press." Since then, little has 
changed to warrant a reevaluation of the title. Despite con­
stitutional guarantees for a free media, there is no such thing 
in Turkmenistan. All newspapers, magazines, and television 
and radio stations are state owned and heavily censored. 

Newspapers are a dear example of how much the me­
dia serves the state, particularly the president. Each day, a 
prayer appears on the front page of every newspaper, prais­
ing Niyazov and asking tl1at terrible punishment come unto 
t11ose who betray or disappoint him and Turkmenistan. Every 
newspaper also displays a picture of Niyazov on the front 
page and devotes coverage to the president carrying out his 
duties. These stories dominate the news in Turkmenistan 
to such an extent that important world affairs often are not 
even mentioned-or if they are, they certainly never appear 
on the front page of the paper. The president's activities 
receive wide coverage on television and radio as well. 

So omnipresent is Niyazov in the media that jokes about 
it have emerged among Turkmenistan's people. As one ex-
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ample, Niyazov appears on the country's television st.nions 
so frequently that it is now common for people to say 
"Change the Niyazov" instead of"Change the channel." If 
one does not wish to sec Niyazov meeting with the farmers 
on one channel, it is possible to see him with factory work­
ers or government officials on another station. 

One Russian television channel rebroadcasts M>mc of 
its program~ in Turkmenistan afrcr a 24-hour delay that 
allows censors to examine and properly edit their content. 
Radio Liberty also broadcasts to Turkmenistan, but figures 
for listenership arc impossible to come by because the 
Turkmen government discourages its citizens from tuning 
in to programs. However, letters sent to the Turkmcn Ser­
vice at Radio Liberty do prove that people arc listening. On 
several occasions, the government has warned Radio 
Liberty's sole correspondent in Turkmenistan to halt his 
activities. Radio Mcsshed from Iran also broadcasts into 
Turkmenistan, but since the Iranian government exerts its 
own censorship on programming, none of the material poses 
a danger to the Turkmen government. 

In the past, customs officials seized newspapers and 
magazines from visitors to Turkmenistan. This practice was 
simply an added precaution against the dissemination of 
uncensored information in the countr)'. Anecdotal evidence 
suggests that the policy has been loosened and that foreign 
newspapers arc now available in the lobbies of some of 
Ashgabat's finer hotels. 

Legislation passed in May 2000 revoked the licenses of 
five private Internet service providers. The Ministry of Com­
munications now remains the only service provider in the 
country. Although the government blocks much of what is 
available on the Internet, it is unclear, in any case, how many 
people in the country even have access to computers and 
the Internet. 

News from outside Turkmenistan receives very little 
coverage in the domestic media. For example, in October 
2001, when the U .S.-lcd coalition began its attacks in 
neighboring Afghanistan, the Turkmen media did not re­
port the action for days. However, the events were of di­
rect interest to the Turkmen people because the 
government had given the United States permission to fly 
planes delivering humanitarian aid through Turkmen air­
space. Some of that aid was even distributed from 
Turkmenistan into Afghanistan, but at first that too went 
unreported in the Turkmen media. Its selective coverage 
seems particularly strange, given that its involvement in 
the events in Afghanistan provided a great opportunity 
for the Turkmen government to demonstrate that it was a 
key player in the biggest event in the world. Yet the media 
still withheld the story until the government approved a 
proper means of disseminating the information. 

That Niyazov personally exerts great influence over the 
media was dearly demonstrated by the June 2001 firing of 
Akmurad Mukhadov, chairman of the cabinet's Coordinat­
ing Council for Culture and the Press. Niyazov commented 
that the "low professional level of mass media workers" was 

responsible for "lots of boring programs." By August, a 
new 6-part television series called Tttrlzme11bashi t/Je Patron 
was ready for screening. The author of the series is 
Kakamurad Ballyev, deputy director of the state news agency. 
The series itself was a continuation of the 19-part series 
Tzirkmenbashi-My Leader, which ran on Turkmen state 
television in l 999 and 2000 and was produced to mark the 
l 0th anniversary of Turkmenistan's independence. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
6.75 6.75 6.75 6.75 6.75 

Article 4 of the Constitution states that "the government is 
based on the principle of separation of powers into legisla­
tive, executive, and judicial powers that function indepen­
dently, checking and balancing each other." In practice, 
though, the executive branch garners all, or certainly most, 
of the power in Turkmenistan and clearly overshadows the 
legislative branch. Although it would be naive to suppose 
that President Niyazov proposes all legislation, he certainly 
must clear all bills before Parliament can approve them. 

As such, Parliament is no more than a rubber stamp 
body. A photograph that appeared in the now banned op­
position publication Dayanch provides a good illustration 
of this. In 1992, Dayanch ran a picture of Parliament vot­
ing to have a statue of Niyazov put up in the capital. The 
picture showed deputies all raising their hands, and the cap­
tion below read, "Once again, a unanimous decision." Vot­
ing on laws is always unanimous, and there appears to be 
little, if any, debate among deputies on any given topic. 
Once Niyazov sanctions a measure, Parliament has little 
choice but to approve it. 

Parliament's ingratiating tendencies can also be seen in 
the constant motions to award the president honors and 
medals for his service to the country. Likewise, Parliament 
was completely compliant in amending the Constitution to 
allow Niyazov an unlimited term in office shortly after the 
body was elected in 1999. Niyazov often rules by decree, 
mitigating any need for parliamentary debate or approval. 

Both regional and local administrations work very 
poorly, and officials are chosen more on the basis of their 
devotion to the state than on their ability to care for the 
needs of their constituents. There would seem to be no 
other explanation for the behavior of these officials, who 
arc quietly fulfilling orders to close down medical centers 
and schools-part of the backbone of strong communities. 

Regional heads are often fired for incompetence or cor­
ruption. In fairness, though, their only crimes often seem 
to be an inability to fulfill unrealistic targets set by the gov­
ernment. The roots of dubious economic figures arc found 
at this level, as officials understand that failure to meet gov­
ernment quotas will result in their dismissal. This practice is 
a clear holdover of the Soviet era. 



Local leaders are no better. For it is at this level of gov­
ernment that the glorification of the president, or the cult 
of personality, initiated. It began with hanging the 
president's portrait in offices and soon included naming state 
farms, factories, and other industries after Niyazov. Local 
officials compete against one another in this regard and arc 
always trying to be first or best at showing their devotion to 
the state and the president. 

At both the regional and local levels there are problems 
with nepotism. Tribal and clan tics remain strong .ind at 
times seem to supersede directives of the state. In such cases, 
though, officials must exercise caution to avoid public ex­
posure. Generally speaking, the needs of the individual re­
ceive little attention from those charged with being their 
advocates. 

In August 200I, President Niyazov announced the 
launch of an experiment in local self-government in the 
Ashgabat region. According to a report by the Russian news 
agency Interfax, authorities in the region will be able to pass 
local laws and regulations, introduce taxes, and build roads, 
and they will answer directly to the president. In making the 
announcement, Niyazov noted that "today nobody pays any 
attention to the role of self-government .... This is an experi­
ment, and if it produces positive results in a year, it will be 
spread to other regions of the republic as well." 

RULE OF LAW 

1997 
6.75 

Constitutional, Legislative, 
and Judicial Framework 
1998 1999-2000 2001 
6.75 6.75 7.00 

2002 
7.00 

Turkmenistan's Constitution, as it appears on paper, is a 
democratic document. Although it provides for basic po­
litical rights and civil liberties, the government fails to re­
spect these rights in practice. In this regard, the Turkmen 
Constitution can be compared to that of the former Soviet 
Union or present-day China. 

In May 1992, the now former Supreme Soviet approved 
a postindependence Constitution that was drafted without 
public consultation. The Constitution neither grants the judi­
ciary the power to interpret the Constitution nor makes ex­
plicit provisions for judicial enforcement of the basic law. In 
practice, the judiciary has no independent power and has played 
no role in interpreting and enforcing the Constitution. 

In June 1997, Parliament approved a new criminal code 
that contained tew true reforms. There have been credible 
reports that political prisoners are singled out for crud treat­
ment. Security forces also have used denial of medical treat­
ment and food, verbal intimidation, and placement in 
unsanitary conditions to coerce confessions. Prison condi­
tions are poor and fall far short of international standards, 
and in recent years several prisoners have died due to over-
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crowding or lack of medical ~mention. Prison officials alleg­
edly request bribes to process the release ofpri~oners under 
general amnesties. Turkmenistan abolished the death pen­
alty on December 29, I 999, afrcr having announced a mora­
torium on the death penalty in December I 998. In previous 
years, hundreds of death sentences had been imposed, mostly 
fi)r drug-related offenses. 

Turkmenistan's Constitution form.illy guarantees a 
range of personal liberties. These include freedom of speech 
(Article 26 ), religion (Article I I), movement and choice of 
one's place of residency (Article 24 ), and association (Ar­
ticle 27). It also preserves the right to form political parties 
and other social organizations (Article 28) and guarantees 
citizens the right to own private property (Article 9), in­
cluding the "means of production," land, intellectual prop­
erty, and other material and intellectual "items of value." 

Article I 8 states that men and women have equal civil 
rights, and Article 21 prohibits torture or cruel, inhumane, 
or degrading treatment or punishment. Articles 22 and 23 
guarantee the right to privacy. However, Article 19 condi­
tions the exercise of all these rights and freedoms on the 
vaguely defined stipulation that they do not "violate ... 
social order, or harm national security." Despite all these 
guarantees, state agents violate human rights with impu­
nity. 

The KNB and the criminal police, a separate entity su­
pervised by the Ministry of Internal Affairs, cooperate on 
internal security matters and regularly monitor the activi­
ties of suspected or actual government critics and dissidents. 
However, in May 2000, a law was passed that bans searches 
of homes without judicial authorization. Authorities still do 
not permit peaceful opposition demonstrations, and the 
government requires citizens to carry internal passports that 
record their place of residence. 

In addition, according to a new report by Human Rights 
Watch, "several people were denied permission to travel 
abroad on political or religious grounds" in 2001. The re­
port goes on to note that "the government gave tew visas 
to foreigners, and in numerous cases KNB agents warned 
individuals not to issue invitations to their friends and rela­
tives abroad." However, in a hopeful sign at the end of 
2001, the government announced that citizens would no 
longer be required to obtain exit visas to leave the country. 
This policy will apply to everyone except those "who have 
access to state secrets" and are therefore subject to restric­
tions on leaving the country. The OSCE chairman in office, 
Romanian Foreign Minister Mircea Geoana, said in a press 
release that he was optimistic about the move and believed 
the authorities would make sure that all Turkmen people 
benefit from it. 

There is no state religion in this predominantly Sunni 
Muslim country. Article l I of the Constitution "guaran­
tees freedom of religion and faith and equality of religions 
and faiths before the law." The article goes on to say that 
"everyone has the right independently to determine her or 
his religious preference, to practice any religion alone or in 
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association with others, to practice no religion, to e:\prcss 
and disseminate beliets related to religious prcti:rencc, and 
to participate in the performance of religious c11lts, rituals 
and ceremonies." However, the Law of Turkmenistan on 
Religious Organizations (as amended in 1996) requires re­
ligious groups to have at least 500 adherents who arc 
Turkmcn citizens and over the age of 18 in order to register 
with the government. The only groups that meet these re· 
quirements arc the Sunni Muslim and Russian Orthodox 
Christian communities. The government reportedly applies 
the 500-mcmber standard on a regional rather than national 
basis, meaning that religious groups seeking to register in a 
particular city need to have at least 500 adherents in that 
locale. Consequently, Catholics, Seventh-Day Adventists, 
Lutherans, Baptists, Baha'is, and other groups have ambigu­
ous legal status. 

The Kcston Institute, the U.K.-based organization that 
monitors religious freedom in the former Soviet Union, 
noted numerous rights violations in Turkmenistan during 
the period covered by this report. It documented raids on 
churches and religious study meetings, the detention and 
torture of Christian religious leaders, and at least one order 
to confiscate a church's property. In addition, Amnesty In­
ternational reported that 18-year-old Dmitry Melnichenko 
of the Evangelical Baptist Church was detained and tor­
tured after refusing to serve in the country's military on the 
grounds of conscientious objection . According to the orga­
nization, "at least six Jehovah's Witnesses ... arc currently in 
prison,, for the same thing. 

Muslims have not escaped rights violations either. In 
June 2001, for example, in Turkmcnistan 's northern 
Dashoguz region, President Niyazov ordered the country's 
only madmssa, or Islamic training school, closed. The statc­
owncd newspaper Ncitml11y T11rkmmista11 cited Niyazov 
as saying, "We don't have anything against spiritual educa­
tion. We arc against education that confi.1scs our children. 
There is no place in our country for such schools.,, 
Yagshimurad Atamuradov, chairman of Turkmenistan's re­
ligious council, said no more students would be admitted 
to the madrnssn and that those students already attending 
would have to finish their training at a theological institute 
in Ashgabat. 

In addition, the country's highest Islamic scholar, Hoja 
Ahmed Orazgylych, was released from detention in March 
2001 after having been detained on charges of unspecified 
economic crimes a year earlier. More likely he was detained 
for criticizing Niyazov, who in 1999 invited Turkmen chil­
dren to circle a Christmas tree and recite a prayer to the 
president that appeared on the front page of every newspa­
per in the country. Orazgylych had been the official transla­
tor of the Koran from Arabic into Turkmen, and all versions 
of his translation were ordered destroyed. He was ordered 
into internal exile upon his release. 

In August 2001, the U.S. Commission on Interna­
tional Religious Freedom recommended that the U.S. State 
Department declare Turkmenistan to be among the world's 

l 0 wor~t religious freedom \"iolators. However, when the 
State Department released it!> list in October, Turkmenistan 
was not on it. Many speculated this was due to Turk­
menistan's limited cooperation in the U.S.-led coalition 
against international terrorism. Turkmenistan gave permis­
sion for U.S. planes carrying humanitarian cargo to use its 
airspace and allowed UN relief agencies to ship aid across 
its border into Afghanistan. 

Article 17 of the Constitution guarantees equal rights 
and freedoms for all citizens regardless of nationality, 
ethnicity, language, or religion. However, Article 13's des­
ignation ofTurkmcn as the official language potentially puts 
ethnic minorities at a disadvantage in education and em­
ployment opportunities. The Turkmen language is a man­
datory subject in school, although in some schools it is not 
the language of instruction. Russian-language instruction 
and usage arc widespread. Minorities arc under-represented 
in government, the bureaucracy, and Parliament. The gov­
ernment favors ethnic Turkmcn for employment and pro­
motion opportunities in the state sector and the civil service, 
effectively limiting employment and educational opportu­
nities for ethnic minorities. A 1995 agreement between 
Moscow and Ashgabat gave ethnic Russians the right to 
hold dual citizenship. 

Turkmenistan's court system is divided into three lev­
els. At the highest level, the Supreme Court comprises 22 
members, including a president and associate judges, and is 
separated into civil, criminal, and military chambers. The 
Supreme Court hears only cases of national importance. It 
docs not function as an appeals court. At the next level, 
appellate courts function as courts of appeals in the six prov­
inces and the city of Ashgabat. Sixty-one trial courts that 
operate in the districts and in some cities have jurisdiction 
over civil, criminal, and administrative matters. In courts at 
this level, a panel of judges presides in civil and criminal 
suits, and typically one judge decides administrative cases. 
Outside this structure, military courts decide cases involv­
ing military discipline and crimes committed by and against 
military personnel. 

Article 102 of the Constitution states that "judges of 
all courts arc appointed by the President for terms of five 
years.,, The president may reappoint judges indefinitely. 
Article 101 states that "judges arc subordinate only to the 
law, and arc controlled only by their convictions.,, The ju­
diciary is subservient to the Ministry of Justice but is espe­
cially deferential to the wishes of the president. The office 
of the procurator-general fills the roles of grand jury, crimi­
nal investigator, and public prosecutor. It dominates the 
judicial process, especially criminal proceedings. 

Article 42 of the Constitution protects citizens from 
having to give testimony against themselves or close rela­
tives, and Article 105 mandates that all trials must be open 
to the public. Article 108 guarantees defendants the right 
to obtain legal assistance at any stage of the legal process. 
The criminal code guarantees defendants the right to have 
a public trial, to be represented by a defense attorney, to 



have access to cvidcn(c, .md to call witnesses to testify on 
their behalf. The court appoints a lawyer to ddcndants who 
cannot afford to pay for one, but public defenders generally 
sec their clients only at trial. 

Article 105 of the Constitution says that "[i]n aH courts 
trials arc open ." Closed trials "are only allowed when an­
ticipated by law and with adherence to all rule!> of legal pro­
cedure." What, then, to make of Nurberdi Nurmamcdov, 
Pirimguly Tangrikuliev, and Ahmed Orazgylych-thrcc men 
who were all tried behind dosed doors on criminal charges, 
criticized by President Niyazov in the state media in the 
days leading up to their trials, and ultimately convicted? Few 
defendants ever enjoy due process rights. 

Turkmenistan's legal system disregards the role oflaw­
yers in civil and criminal proceedings, and the Ministry of 
Justice has not permitted the formation of an organized 
bar. No data arc available on the number of new lawyers 
graduated by the higher education system or on the pro­
portion of lawyers and judges who arc women. Given the 
government's general practice of discrimination against 
women in employment opportunities, it is likely that 
women arc under-represented in the legal profession and 
the judiciary. 

The state enforces judicial decisions to the extent that 
it suits its interests to do so. Judges do not rule against the 
interests of the state or state actors, so there arc no test 
cases in which the state has been required to enforce judi­
cial decisions that adversely affect its interests. Officials re­
portedly demand bribes to enforce many routine judicial 
decisions. 

Corruption 
1999-2000 

6.00 
2001 
6.25 

2002 
6.25 

Although the level of corruption in Turkmenistan is diffi­
cult to gauge, it is impossible to call it anything other than 
extreme. Corruption is the leading cause of dismissal in the 
Turkmen government. In 2001, the frequency of dismissals 
for corruption, and the sorts of corruption cited, indicated 
the situation may have grown out of control. 

On January 17, 2001, for example, Niyazov sacked 
Nurmurad Gullmuradov, the head of the national road sys­
tem. Niyazov said that "at the same time Gullmuradov was 
not building roads, he managed to build himself a 64-room 
house in the mountains." He then declared in mid-April 
that "[h]oncst people will be enlisted for senior posts, people 
who know their jobs well and who can behave simply and 
without any excessive sumptuousness in their personal life." 

Midyear, General Annamurad Soltanov was stripped of 
his rank and dismissed from the armed forces for illegal arms 
sales back in 1993 and 1994. Before the year was through, 
another, more highly placed official was also implicated in 
the case. Deputy Prime Minister Rejep Saparov was fired 
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for using his influence to make his brother the head of 
Ashgabat's Tekin Market. Niyazov stripped the brother of 
his doctoral degree. Niyazov also lashed out at the pn:si­
dent of the Daikhan Bank fix having acquired four houses. 
The banker gave the houses to the state when his ill-gotten 
gains were discovered. Niyazov said that "one must accept 
such presents from thieves." 

Dismissals continued for the remainder of the year. 
Central bank chief Seyidbai Gandymov was fined one 
month's wages by Niyazov in early August for nepotism, 
and others were fired either for poor performance in their 
duties or for drunkenness and drug addiction. Jn October, 
even the seemingly faithful Boris Shikhmuradov was named 
as a participant in General Soltanov's illegal arms sales. 
Shikhmuradov was named deputy prime minister in 1992, 
foreign minister in 1993, and special presidential envoy on 
Caspian resource affairs in 2000; even when he started to 
fall from favor in early 2001, Niyazov named him 
Turkmenistan's ambassador to China. 

Niyazov recalled all the country's ambassadors to 
Ashgabat for the 10th anniversary of independence in late 
October. When they arrived home, Niyazov dismissed sev­
eral of them, including Shikhmuradov, who did not return. 
Shikhmuradov went to Moscow instead and initially was 
reported to be receiving medical treatment. On November 
1, Shikhmuradov released a statement from Moscow de­
claring himself to be an opponent of the Turkmen regime. 

Shikhmuradov's statement claimed that under Niyazov's 
regime, " the national property of the state disappears" and 
that Niyazov is directly involved in "drug trafficking, 
corruption ... and the persecution of people for their reli­
gious and national differences." Arguably, Shikhmuradov's 
claims reflected the fact not only that he was from that 
moment on an opponent of the Turkmen government, but 
that he knew charges against him would soon follow. And 
they did . On November 2, 2001, the Turkmcn State 
Prosecutor's Office formally charged Shikhmuradov with 
complicity in illegal arms sales, which, according to the pros­
ecutor, amounted to some $30 million. Although the sum 
is enormous by the standards of the average citizen in 
Turkmenistan, it seems small when one considers the amount 
of money someone in Shikhmuradov's position would be in 
a position to take. In any case, the amount certainly was not 
near the $1 .7 billion the EBRO believes Niyazov is keep­
ing. 

Also in November, Niyazov visited the Interior Minis­
try and fired Colonel Gurbangeldy Gandymov, chief of the 
ministry's investigative department, and his deputy, Lieu­
tenant Colonel Khovly Allaberenov. Niyazov said, "For a 
certain fee, the officers covered up crimes, illegally closed 
criminal cases, reducing the perpetrators to the status of 
witnesses, and at the same time, illegally persecuted and 
intimidated certain innocent people" (lnterfax, November 
14, 2001). 

Concerning the allegations that Turkmen officials have 
been involved in narcotics trafficking, it is worth consider-
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ing that Turkmenistan has a lengthy border with Afghani­
stan. The latter country was reported by UN drug agencies 
to be the producer of three-quarters of the world's heroin. 
Turkmenistan consistently reports significantly smaller hauls 
of narcotics than its neighbors Uzbekistan and Tajikistan. 
It would be speculation to accuse the Turkmen government, 
or any of its officials, of involvement in the trade. However, 
one must note that Turkmenistan enjoyed better relations 
with the Taliban government during the Islamic militia's 
time in power than any other country, save Pakistan, Saudi 
Arabia, and the United Arab Emirates, all of which offi­
cially recognized the Taliban regime. 

ECONOMIC LIBERALIZATION 
& SOCIAL INDICATORS 
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At the close of 2001, President Niyazov declared to the 
nation that Turkmenistan was one of the world's leaders in 
economic growth. He noted that GDP rose 17 percent in 
2000 and said that per capita production had risen from 
$1,075 in 1995 to $2,300 in 1999. "Our main task now," 
Niyazov continued, "is to raise [per capita production] to 
$12,000 by the year 20 I 0-then Turkmenistan will be the 
richest state." At midyear, Niyazov had reported that do­
mestic production was up 15 percent, that growth in in­
dustrial production had exceeded 20 percent, and that 
foreign trade was more than $2 billion. 

The International Monetary Fund describes Turk­
menistan as "largely desert country with nomadic cattle rais­
ing, intensive agriculture in irrigated oases, and huge gas 
and oil resources. One-half of its irrigated land is planted in 
cotton, making it the world's tenth largest producer. It also 
possesses the world's fifth largest reserves of natural gas and 
substantial oil resources." 

Turkmenistan certainly is rich in hydrocarbon resources 
but suffers from a lack of export routes. There are only 
two functioning pipelines, one developed in Soviet times 
that goes to Russia via Kazakhstan and another, more re­
cent pipeline built mostly by Iran and carrying gas there. 

The pipeline to Russia was built into the Soviet Union's 
unified energy grid. It was meant to help supply not only 
parts of Turkmenistan, but also the European part of the 
Soviet Union. The bulk of the gas went to Russia, Ukraine, 
and the Caucasus. This is still true today, though not be­
cause the Turkmen government wishes it so. Oil, too, has 
been a problem for Turkmenistan, and the government is 
anxious to develop fields in the Caspian Sea. However, it 
has fallen into conflict with Azerbaijan over ownership of 
several fields . 

Another problem stems from the absence of consensus 
among the five littoral Caspian states about whether the 
Caspian Sea is, in fact, a sea or a lake. If it is a sea, then 
territorial waters should be created. If it is a lake, then all 
the sea's resources should be divided up equally. Iran, in 
particular, is against defining the Caspian as a sea, because 
then a mere 13 percent of the Caspian 's resources would 
belong to it. When compared to Kazakhstan, for instance, 
where the Kashagan oil field is located, Iran would espe­
cially be a loser. Kashagan is being hailed as the largest oil 
deposit to be found since World War II, and its volume 
approaches that of Saudi Arabia. 

The Turkmen government's obsession with exporting 
its gas and oil is illustrated by the EBRD's loans for various 
projects. On the list of projects the EBRD has supported, 
for example, is the rehabilitation of the port facilities in 
Turkmenbashi City, the main port for oil exports. The EBRO 
has offered the central bank of Turkmenistan $35 million 
for small and medium-size enterprises, with the warning 
that it place priority on diversifying the country's economy 
and promoting nonenergy exports. The EBRD's goal for 
the country is to achieve sustained economic growth and 
higher living standards. 

Reported agriculture figures lack credibility. Turk­
menistan's neighbors Iran, Uzbekistan, and Afghanistan have 
all suffered severe droughts for at least the last two years, 
and all three countries have asked for humanitarian aid from 
the United Nations. But not Turkmenistan, which contin­
ues to claim record grain and cotton harvests. In 1999, for 
example, a year in which Niyazov claimed a record grain 
harvest, export figures from Kazakhstan show grain being 
sent to Turkmenistan. In addition, shortages of bread have 
been reported in the capital. 

In fairness, the Turkmen government has purchased 
hundreds of millions of dollars in tractors and farm equip­
ment from companies in the United States. However, ef­
forts to reclaim desert areas have been minimal, and the 
idea of building a large artificial lake outside Ashgabat 
promises to bring more trouble than benefit. In theory, 
the lake would supply the area, one of the richest agricul­
tural regions in the desert state, with enough water to boost 
agricultural output. However, one American expert who 
took part in devising the plan in the early 1990s pointed 
out that the project will simply redirect already scarce sup­
plies of water to new areas, not provide an entirely new 
source of water. 



Turkmenistan's currency, the manat, is officially set at 
5,400 to the U.S. dollar. The black market rate, much closer 
to the real value, is around 20,000 to the U.S. dollar. The 
average wage is about $20 at the official rate and obviously 
much lower at the black market rate. Unemployment fig­
ures arc unknown . And although the government supplies 
free gas, water, and electricity to the population, there arc 
reports that in Ashgabat all of these items are rationed. In 
areas outside the capital, the situation is probably worse. 

Elementary and intermediary levels of education re­
ceive little timding in Turkmenistan, and in late 2000, 
Niyazov announced that 5,000 jobs in the education sec­
tor would be eliminated before year's end. Another 10,000 
cuts would be made in the health sector, and additional 
cuts were slated in both sectors in 2001. In addition, all 
hospitals smaller than regional medical centers were or-
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dered closed. Instead, Niyazov suggested resorting to tra­
ditional remedies "like tea" to treat ailments. 

If there is a bright side to Turkmenistan's economy, it 
is that the international coalition's efforts in neighboring 
Afghanistan have brought new attention to Turkmenistan 
and new promises of assistance. Despite the EBRD's criti­
cism of both Turkmenistan and Niyazov, the organization's 
chief went to Turkmenistan in November 2001, prompted 
no doubt by the country's role in facilitating the transport 
of humanitarian aid into Afghanistan. 

Bruce Pannier is a correspondent for Radio Free Europe/Ra­
dio Libeny in Pmgtte. H c li11ed in Central Asia f1·0111 1992 to 
1993 and has been a frequent 11isitor to the 1·egion since then. 
He greatly acknowledges the assistance ofRFE/RL's Tttrlnncn 
Service in preparing this 1·eport. 
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-1--1- and 1'1' indicate score changes of .25 or more. -It and 1' 
indicate changes ofless than .25. 

NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization 4.00 -It-I- 4.25 -It 4.31 -It 4.44 -1--1- 4.69 

Rule of Law na na 5.25 5.25 -It 5.38 

Economic Liberalization 4.25 -1--1- 4. 75 1' 4.58 1'1' 4.33 -It 4.42 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita ($) 720.1 872.2 992.9 834.8 635.6 634.1 781.3 

Real GDP growth(% change) -12.2 -10.0 -3.0 -1.9 -0.2 5.8 7.0 

Inflation rate 377.0 80.0 15.9 10.5 22.7 28.2 12.5 

Exports ( $ millions) 14,244.0 15,547.0 15,418.0 13,699.0 12,463.0 15,722.0 16,879.0 

Imports($ millions) 16,946.0 19,843.0 19,623.0 16,283.0 12,945.0 14,943.0 16,237.0 

Foreign Direct Investment($ millions) 263.0 531.0 581.0 744.0 479.0 587.0 795.0 

Unemployment rate 0.3 1.3 2.3 3.7 4.3 4.2 3.7 

Life Expectancy (years) 67.1 67.3 67.3 68.2 68.2 68.3 68.0 



INTRODUCTION 

M ore than a decade has passed since Ukraine be­
came an independent republic. Since then, the 
country has established the basic framework of a 

presidential-parliamentary democracy and made important 
progress in implementing it. Among the country's achieve­
ments in this regard are the introduction of a system of 
democratic elections, the adoption of a democratic consti­
tution, and the liberalization of a large portion of the 
country's former command economy. 

Nevertheless, considerable work remains to be done 
to consolidate the institutions of a stable, democratic so­
ciety in which basic human, political, and economic rights 
are fully respected and vigorously safeguarded. As a 2001 
report by the European Commission noted, "Some solid 
foundation are in place [in Ukraine], including political 
stability, peaceful and constructive foreign policies, and 
a democratic constitution. However, the freedom of the 
press and the independence of the judicial system remain 
weak and curtailed by competing political elite interests." 

For the most part, Ukrainian voters can change their 
government democratically through elections to the presi­
dency and the Verkhovna Rada (Parliament). However, 
international institutions such as the OSCE often char­
acterize Ukrainian elections as free but not necessarily 
fair. That is, although elections are frequently marred by 
irregularities such as intimidation of independent media, 
harassment of candidates and their supporters, and ille­
gal campaigning by state officials, they are still consid­
ered to reflect the general will of the electorate. 

This basic characterization generally held true for na­
tional elections in 1994, 1998, and 1999. Although the 
1999 presidential election was particularly flawed, inter­
national observers essentially looked the other way be­
cause incumbent President Leonid Kuchma soundly 
defeated Communist Party leader Petro Symonenko and 
proclaimed his desire to be a "new president" who would 
accelerate reforms. However, during 1999 and 2000 the 
presidential administration restricted some civil liberties, 
first and foremost freedom of the press. In addition, al­
though Kuchma received public support in 2000 in a 
national referendum on strengthening his powers, do­
mestic and international observers reported numerous ir­
regularities in the process. 

Over the last decade, Ukraine has produced a mixed 
record on respecting human rights. Although the Con­
stitution provides guarantees for basic rights, the gov­
ernment has come under international scrutiny at various 
times during the last ten years for failing to protect free­
dom of expression, freedom of association, and other civil 
liberties-particularly during election seasons. In particu­
lar, the recent "tapegate" crisis, which involved the dis­
semination in 2000 of audio recordings that document 
President Kuchma's alleged role in ordering the harass-
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ment of the opposition and the kidnapping and murder 
of journalist Heorhiy Gongadze, continues to hurt 
Ukraine's credibility. 

Despite these negative trends and sometimes persis­
tent legal constraints, it is important to note that Ukraine 
has an increasingly vibrant civil society. As a report by the 
CIVICUS Index on Civil Society Project noted in 2001, 
"it is unreasonable to declare civil society in Ukraine as a 
strong and influential public actor ... [nevertheless] civil 
society has taken root ... and the basic foundations for a 
positive development of civil society exist in Ukraine, if 
the existing potential of civic activism of Ukrainians is uti­
lized through raising citizen's awareness about the impor­
tance and functions of civil society." Indeed, Ukrainian 
society shows increasing signs of taking on a greater role 
in the country's political life. During the period covered 
by this report, for example, several opposition parties 
united in a broad Forum of National Salvation and held a 
number of public protests under the slogan "Ukraine With­
out Kuch ma." Thousands of supporters of Prime Minister 
Viktor Yushchenko, whom Parliament ousted in a no-con­
fidence vote, also organized rallies to protest the decision 
and renewed calls for President Kuchma's impeachment 
in connection with the Gongadze case. 

Although the Gongadze case and others remain un­
resolved, Ukraine still has a growing array of indepen­
dent media. In 2001, the government began exercising 
less control over the media's coverage of political affairs. 
In addition, under a new criminal law that took effect in 
2001, libel no longer carries criminal charges. 

Throughout most of the 1990s, Ukraine was slow to 
implement economic reforms and the country's economic 
performance suffered as a result. However, since 2000 
favorable external market conditions and the policies of 
Prime Ministers Viktor Yushchenko and Anatoliy Kinakh 
have resulted in positive changes. In particular, the coun­
try has posted positive economic growth since 2000, af­
ter years of negative decline. Even though Yushchenko 
was dismissed in 2001 by Communists in Parliament who 
opposed his reformist economic agenda and centrist par­
ties whose oligarchical backers were threatened by his 
steps towards transparency, Anatoliy Kinakh has tried to 
carry out his predecessor's economic reform program. 
In addition, in the summer and fall of 2001, Parliament 
adopted important economic and judicial reform legisla­
tion. The continued success of these reform efforts will 
largely depend on the president and the results of the 
parliamentary elections in March 2002. 
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DEMOCRATIZATION 

1997 
3.25 

Political Process 
1998 1999-2000 2001 
3.50 3.50 4.00 

2002 
4.50 

Although Ukraine has been experiencing a gradual 
strengthening of Parliament and the opposition, the presi­
dent remains the key figure in decision making and policy 
making. This is true because the president's constitutional 
powers allow him to exercise both formal and informal 
influence over key political actors. The former includes 
the power to dismiss government members and veto par­
liamentary legislation. The latter includes the ability to 

regulate the amount of influence over the political deci· 
sion making process that various economic and political 
groups enjoy. Specifically, President Kuchma can prevent 
any group from acquiring too much influence by dismiss­
ing its representatives from positions that allow access to 
him. The unusual dynamic between Parliament and the 
President manifested itself in myriad ways in 2001-a year 
that in many respects was particularly trying for Ukrai­
nian politics. 

The disappearance and apparent killing of journalist 
Heorhiy Gongadze in September 2000 set the tone for 
the months that followed. First, these events ominously 
suggested that some Ukrainian politicians are prepared 
to use brutal means to prevent undesired criticism. In 
addition, the slow pace of the government's investiga­
tion into the case suggested its commitment to resolving 
such cases was less than genuine . Indeed, the investiga­
tion into the Gongadze case went nowhere until former 
presidential security officer Mykola Mclnychenko released 
allegedly secretly recorded tapes that could be interpreted 
as the president and members of his entourage discuss­
ing Gongadze's kidnapping and their plans for the un­
lawful treatment of the opposition, judges, and members 
of the press. 

After the disclosure of the tapes by Socialist Party 
head Oleksandr Moroz in late November 2000, the op­
position, ranging from the far right to the center left, 
united in a loose coalition called the Forum of National 
Salvation. The coalition organized a series of demonstra­
tions that included the erection of tent camps in the main 
squares of major cities. 

In late January 2001, Kuchma dismissed Vice Prime 
Minister Yulia Tymoshenko, who had been involved in a 
series of dashes with Ukraine's political and business es­
tablishment after her business partner, former Premier 
Pavlo Lazarenko, was accused of corruption. After Prime 
Minister Yushchenko invited her into the government in 
December 1999, Tymoshenko designed a workable 
scheme to collect revenues from energy companies that 
provoked attacks from oligarchs who are dose to the 
president. Tymoshenko then turned to opposition par-

ties for protection. Having become an "opposition oli­
garch," she faced fresh pressure from the establishment. 
Although T ymoshcnko was arrested on corruption 
clurges in 200 I, two separate courts ordered her release. 

On March 9, 200 I, police suppressed an antigovern­
ment rally, detained some protesters, and demolished the 
"camp cities" on the main streets of Kyiv and several ob last 
(regional) centers. The movement .1gainst Kuch ma soon 
lost momentum and largely failed to consolidate the po­
litical will of the regime's opponents. On April 26, 200 I, 
Parliament's Communist faction and those parties close 
to major business tycoons united in opposition to 
Yushchenko . President Kuchma publicly opposed 
Parliament's no·confidence vote, but there was specula­
tion that he was involved. Yushchenko was soon replaced 
by presidential loyalist Anatoly Kinakh, and his dismissal 
reignited public outcry against the regime. The demon­
strations between January and April 2001 sent the oli­
garchs the message that they would increasingly face 
pressure for restraints on their influence and suggested 
that Ukraine's opposition had indeed grown stronger. 

Following his dismissal, most observers of Ukraine 
expected Yushchenko to become the leader of the oppo­
sition. However, it appears that he chose not to oppose 
the Kuchma administration directly because of the possi· 
bility that he would be subject to overwhelming pres­
sure, including being denied access to the media. In the 
2002 parliamentary elections, his electoral bloc, Our 
Ukraine, will compete with the Social-Democrats (united) 
(SDPU (u)) bloc and the For the United Ukraine bloc, 
which arc comprised of pro-Kuch ma oligarchic forces. 

The most recent elections to Ukraine's 450-seat, uni­
cameral Parliament took place on March 29, 1998. The 
introduction of a proportional-majoritarian system in· 
creased the number of elected deputies who are affiliated 
with political parties. Parliament has 225 single-member 
districts and 225 seats filled by party lists in proportional 
balloting. Thirty parties and blocs qualified to partici­
pate in the elections, but only eight met the 4-percent 
threshold to secure scats. More than 75 percent of the 
elected deputies were affiliated with parties. 

The 1998 elections were followed by approximately 
90 lawsuits challenging the actions of local election au­
thorities who had denied many opposition candidates the 
right to hold indoor meetings. Government-controlled 
media were significantly biased. Arousing suspicions of 
foul play, the Central Electoral Commission counted the 
votes for party-list seats for three days and made correc· 
tions for a month . Nevertheless, international observers 
concluded that the violations had not affected the elec­
tion results significantly. The next parliamentary elections 
are scheduled for March 31, 2002. The campaign offi­
cially started on December 31, 2001. 

There are more than 15 parliamentary factions, with 
the actual number and composition changing frequently 
as business tycoons or high-ranking officials strive to ere-



ate factions loyal to them. After the 1999 presidential 
election, many hoped that Ukraine would have a more struc­
tured legislature. However, in January 2000 Parliament split 
into two rival groups that held separate sessions. Ultimately, 
the pro-presidential majority proved victorious, and 
Parliament's left-wing leadership was forced out. In 200 I, 
the majority succeeded in passing a number oflong-awaited 
codes and laws, but the sackings of Yushchenko in April 
and Vice Speaker Viktor Medvedchuk in December resulted 
in the breakup of this somewhat ref<>rm-orientcd majority. 

Political decision making in Ukraine is often conducted 
behind closed doors rather than through open political de­
bate. Political forces are constantly realigning, and execu­
tive branch reshuffles are frequent. Since 1994, Ukraine has 
had six prime ministers. 

Parliament can influence the government by rejecting 
a candidate for the post of prime minister, rejecting the 
government's general strategy, or voting down the govern­
ment in a no-confidence vote. Since parties had no signifi­
cant say in the government's formation, the 1998 
parliamentary elections did not result in any major c.1binct 
changes. The Yushchenko government, which was formed 
in early 2000, enjoyed the support of a pro-Kuchma parlia­
mentary majority, as does the current Kinakh government. 
Although most of the ruling parties are represented in the 
government, Ukrainian governments tend to be less politi­
cal coalitions than "technocrat" panels because the presi­
dent and his entourage choose the cabinet members. 

Political parties have even less influence at the local level. 
According to a survey by the East-West institute in Octo­
ber 2001, parties tend to have only 5,000 to 10,000 sup­
porters at the 11blnst (regional) level and often are not 
representated in government at the ray111l (district) or local 
levels. After the 1998 elections, party members accounted 
for only 8 percent oflocal, rayon,and oblast deputies. How­
ever, among the heads of rayon and oblast councils this fig­
ure increased to 20 percent. On December 13, 2001, 
Parliament passed a bill on local elections that provides for 
a majoritarian electoral system for local and mayoral elec­
tions and an equal mix of majoritarian and proportional 
voting for rayon and oblast elections. The overall effect of 
the law probably would have been to increase the role of 
parties. However, on January 5, 2002, President Kuchma 
vetoed it. 

The last presidential election took place in the fall of 
1999. By law, a presidential candidate must be at least 35 
years old, speak Ukrainian, and have lived in Ukraine for at 
least ten years. Candidates also must collect at least one 
million signatures from voters, including a minimum of 
30,000 signatures from at least 16 of Ukraine's 24 oblasts 
as well as Crimea, Kyiv, and Sevastopol. Fifteen candidates 
delivered their signature lists ahead of the deadline, but the 
Central Electoral Commission certified only nine. After the 
other six candidates successfully appealed to the Supreme 
Court, the Central Electoral Commission was forced to reg­
ister them. 
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In the first round of voting, President Kuchma received 
36.49 percent of the vote and Communist Party candidate 
Petro Symonenko took 22.24 percent. Among other can· 
didates, Olcksandr Moroz of the Socialist Party won 11.29 
percent; Natalia Vitrenko of the Progressive Socialist Party, 
I 0.97 percent; and independent Yevhen Marchuk, 8.13 
percent. Kuchma defeated Symonenko in the second round 
with 56.25 percent of the vote. 

Observer; said the election was free but far from fair. 
According to the OSCE, public officials systematically cam­
paigned for Kuchma and media were biased toward the presi­
dent. Observers also recorded cases of voters casting multiple 
ballots. However, opinion polls suggested that these latter 
violations did not significantly affect the final outcome. 

Voter turnout in Ukraine at the national level declined 
from 84.9 percent in the 1991 presidential election and ref­
erendum on independence to 63.8 percent in the 1998 par­
liamentary elections, before rising somewhat to 70.2 percent 
and 74.9 percent in the first and second rounds, respectively, 
of the 1999 presidential election. According to exit polls con­
ducted by the Kyiv International Institute of Sociology, par­
ticipation by women in the first and second rounds of the 
1999 election was 50.6 percent and 51.2 percent, respec­
tively. Women make up 54.9 percent of the electorate. 

Official voter participation was 81.2 percent in the April 
2000 reterendum. However, this figure is not reliable be­
cause of obvious electoral violations during the referendum 
process. The law on reterenda is outdated, and 54 percent 
of the voting was conducted during a week-long period prior 
to the official polling date of April 16. Since recent local 
elections have coincided with parliamentary elections, voter 
turnout is the same for both types of balloting. However, in 
several mayoral elections in 1999 and 2000, turnout rarely 
exceeded 50 percent. 

Parliament adopted a new electoral law on October 18, 
2001 . Though imperfect, the Law on Elections of People's 
Deputies of Ukraine was a considerable step toward im­
proved electoral legislation. According to analysis by the 
OSCE, the law "marks substantial improvements compared 
to previous legislation and provides extensive safeguards to 
meet Ukraine's commitments on democratic elections." The 
OSCE's report specifically notes that many of its recom­
mendations "such as equal and unimpeded access to the 
media, formation of election commissions, transparency 
measures and appeals/complaints procedures, were in­
cluded." A draft version of the law would have implemented 
a proportional representation electoral system. President 
Kuchma, however, vetoed five draft versions o f the pro­
posed law until Parliament finally agreed to keep the exist­
ing mixed system. 

Under the new law, candidates for Parliament can nomi­
nate themselves or be nominated by parties. Parties must 
be registered at least one year before the election date. Only 
parties that won seats in previous elections or have factions 
in Parliament can participate on district electoral commis­
sions, with representatives of other parties selected by lot. 
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The law also maintains the existing 4-pcrcent threshold fi.>r 
securing party list scats. ln addition, the law requires de­
posits of255,000 hry1111yas($50,000) for parties and 1,020 
hryvnyas ( $200) for individual candidates. Parliament also 
relented to the president's insistence that the campaign pe­
riod be reduced to 90 days from 170 days. Nevertheless, 
informal campaigning for the 2002 elections began in Sep­
tember 2001. On December 13, 2001, Parliament passed a 
law providing for compulsory televised debates among the 
candidates and parties contesting presidential and parlia­
mentary elections. However, President Kuchma vetoed it 
on January 5, 2002. 

The 1992 Law on Associations of Citizens requires 
parties wishing to register to have a minimum of three mem­
bers in at least 14 oblast-level organizations. The April 2001 
Law on Political Parties makes the party registration pro­
cess somewhat more difficult. Parties seeking to register must 
obtain the signatures of at least 10,000 Ukrainian citizens 
in at least two-thirds of the rayons and oblasts. They also 
must pay a tee of 1,700 hryvnyas ($320). Parties will have 
to reregister within a year of the 2002 parliamentary elec­
tions. As of September 30, 2001, Ukraine had 126 legally 
registered parties, but most only exist on paper. 

Only two Ukrainian parties have ever been banned. In 
1991, the Communist Party of Ukraine (CPU), which was 
considered an integral part of the Communist Party of the 
Soviet Union (CPSU), was declared illegal in the wake of 
the August coup attempt in Moscow. However, in 1993 
the government legalized a new, independent Communist 
Party. On December 27, 2001, the Constitutional Court 
ruled that the banned CPU was not the successor to the 
CPSU. However, even though its banning in 1991 was 
unconstitutional, the CPU cannot claim the CPSU's assets. 
In 1995, the Ministry of Justice annulled the registration of 
the far-right Ukrainian National Assembly-Ukrainian Na­
tional Self-Defense (UNA-UNSO) party. The party's regis­
tration was renewed when the UNA split from the UNSO, 
its paramilitary wing. 

According to party estimates, about two million Ukrai­
nians, or 4 percent of the population, belong to political 
parties. However, the number of members who actually pay 
dues is probably much smaller. Only a handful of parties are 
mass membership based and have clear ideologies. These 
include the Communist Party (with about 140,000 mem­
bers), the Socialist Party (60,000), the Ukrainian People's 
Rukh ( 40,000), and the People's Rukh of Ukraine ( 30,000). 
The pro-Kuchma Party of Regions claims to have 400,000 
members; the SDPU (u), 300,000; and the Agrarian Party, 
more than 200,000; however, these figures are somewhat 
doubtful. 

Ethnic and religious minorities tend to support main­
stream rather than ethnic parties. Most ethnic Russian vot­
ers, for example, support mainstream leftist or centrist 
parties. In the 1998 elections, three openly pro-Russian 
parties with slogans appealing for "Slavic unity" failed to 
overcome the 4-percent threshold needed to gain seats. 

During election campaigns, some centrist politicians, espe­
cially in eastern Ukraine, try to exploit the issue of the "rights 
of Russian-speakers." On the eve of the 1998 election, the 
pro-Russian Verkhovna Rada of Crimea repealed a 1994 
provision granting Crimean Tatars a quota for representa­
tion in that body. The Tatars are .m ethnic minority of 
270,000 to 400,000 people. ln the 1998 national elections, 
most Crimean Tatar voters supported Rukh. Their leader, 
Mustafa Jemiloglu (or Jcmilev), was elected to Parliament 
on the Rukh party list. 

Representatives of ethnic minorities arc often elected 
in majoritarian districts. Bminessmen of ethnic Russian and 
Jewish descent are active in Parliament and the presidential 
administration, but they tend to promote their own busi­
ness interests more than the interests of their ethnic or reli­
gious groups. The UNDP's H11ma11 DeJ>elopmcut Repo1-t 
2001 reports that women hold 7.8 percent of all seats in 
Parliament. Women also account for 38 percent of all legis­
lators and more than 60 percent of civil servants, but mostly 
among lower- and middle-ranking officials. 

1997 
4.00 

1998 
4.25 

Civil Society 

1999-2000 
4.00 

2001 
3.75 

2002 
3.75 

Civil society in Ukraine is still in the process of consolida­
tion, and the government generally overregulates the ac­
tivities of NGOs. Still, the number of NGOs has grown 
significantly in recent years. As of the end of 2001, there 
were approximately 35,000 NGOs in Ukraine, up from 
30,000 in 2000 and only 4,000 in 1995 . Included among 
these are human rights groups, faith-based organizations, 
public policy institutes, business and professional associa­
tions, women's groups, environmental groups, sport clubs, 
and ethnic-based organizations. 

A report in 2001 by the CIVICUS Index on Civil Soci­
ety Project noted a number of challenges for the develop­
ment of Ukrainian civil society. These are: 1) "the poor, 
uneven distribution of [civil society organizations, CS Os] 
throughout all regions of Ukraine", 2) "the poor financial 
sustainability of CSOs", and 3) "the relatively low levels of 
CSO membership and volunteering among the general pub­
lic." Nevertheless, the report authors concluded that Ukrai­
nian civil society is relatively healthy. They also acknowledged 
that they "are aware of the crisis of the political, social and 
economic system in Ukraine. The findings on the relative 
health of civil society against this background impress heavily 
with their optimistic attitudes and are a source of certain 
positive sentiments." 

NGO activity is regulated by the 1992 Law on Associa­
tions of Citizens, the 1997 Law On Charity and Charitable 
Organizations, and the 1998 Law On Youth and Children 
Nongovernmental Organizations. NGOs are also regulated 
by executive branch resolutions, including more than 350 



resolutions concerning taxation. A drafr Law on Nonprofit 
Organizations passed its first reading in October 2000, but 
since then it hai. not been taken up by Parliament, which 
has been more preoccupied with economic laws, state bud­
gets, and legal codes. 

Some 95 percent of NGOs are local; 4 percent, na­
tional; and 1 percent, international. Most Ukrainian NGOs 
work in health care, sport, or advocacy for veterans and the 
disabled or arc professional or youth associations. NGOs 
are the most developed in Kyiv, Lviv, Kharkiv, Donetsk, 
Dniepropetrovsk, Mylkolaiv, and Zakarpattia oblasts and 
Crimea. According to the Innovation and Development 
Center, in 22 oblasts the number ofNGOs per 10,000 per­
sons is similar to that in 35 U.S. states. However, in small 
towns and villages, NGOs that function efficiently tend to 
be the exception. 

About 40 ethnic groups have created their own civic 
and cultural NGOs. Of these, approximately 30 operate at 
the national level. There are also several associations of eth­
nic NGOs. The most active ethnic organizations are those 
set up by Crimean Tatars, Jews, Russians, Hungarians, Poles, 
and Romanians. Some receive aid from foreign organiza­
tions. For example, the International Renaissance Founda­
tion, a branch of the Soros Foundation, supports Roma 
cultural development programs. 

Ukraine has more than 700 women's organizations. Of 
these, nearly 40 are national in their reach and have inter­
national contacts. The National Council of Women of 
Ukraine acts as an umbrella organization for Ukrainian 
women's groups. Major women's organizations include the 
Union of Ukrainian Women, Women's Community 
(Zhinocha Hromndn), the Union of Women of Ukraine, La 
Strada Ukraine, the Organization of Soldier's Mothers of 
Ukraine, and the Olena Tcliha Ukrainian Women's Society. 

At the beginning of2001, Ukraine had almost 25,000 
religious organizations representing about 80 churches and 
sects. An average of 1,500 such organizations are created 
each year. About 10,000 temples representing a range of 
denominations are operational. Some two-thirds of Ukrai­
nians say they are religious believers; of these, most are 
Christian. Of Ukraine's three Orthodox churches, which 
together claim the adherence of 60 to 70 percent of all be­
lievers, only one recognizes the jurisdiction of the Moscow 
Patriarchy of the Orthodox Church. 

Followers of the Protestant and Ukrainian Greek Catho­
lic Churches each make up around 15 percent of the popu­
lation. There are also significant Catholic and Jewish 
communities in many areas and a sizable Muslim commu­
nity in Crimea. Religious groups in Ukraine carry out chari­
table activities such as helping orphans and the poor and 
putting up social welfare buildings and Sunday schools. 
However, interconfessional struggles among Ukraine's Or­
thodox churches impede many social projects. 

Charitable activity in Ukraine is regulated by the 1997 
Law on Charity and Charitable Organizations and several 
government instructions that regulate economic aspects of 
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this activity. Charities are eligible for tax exemptions. In 
practice, though, they generally do not receive exemptions 
because of juridical deficiencies in the law and the broad 
power of the state tax administration to deny exemptions. 
Current legislation does not clearly distinguish between 
NGOs, political parties, and trade unions in terms of the 
regulation ofactivities and taxation. The draft Law on Non­
profit Organizations provides the government with exces­
sive powers to regulate NGOs. Likewise, a drafr tax code 
does not clearly grant specific tax exemptions to NGOs. 

To register, an NGO must submit to local authorities 
or the Ministry of Justice an application; two copies ofregu­
lations documents; minutes of an organizational meeting; 
information about the group's founders, administration, and 
branches, if any; and a receipt for payment of the registra­
tion fee. Registration fees range from $10 or $20 for local 
organizations to $500 for international groups. Registra­
tion must be completed within two months. 

Within a month after registering with the Ministry of 
Justice, an NGO must also sign up with the Department of 
Statistics, the State Tax Administration, the Ministry ofln­
terior, the State Employment Fund, the Social Insurance 
Fund, and the Pension Fund. It also must open a bank ac­
count. Another means of registering is by declarative or de 
facto legitimization. To do this, an NGO must send a letter 
to a public authority stating that the organization is already 
in operation . Most local NGOs or local branches of na­
tional NGOs register tl1is way, but the process deprives them 
of the right to open their own bank accounts. 

The organizational capacity of Ukrainian NGOs has 
improved considerably in recent years, but most NGO lead­
ers still provide both intellectual capital and practical man­
agement skills to their groups. The management structures 
of many NGOs outside Kyiv and other regional centers do 
not clearly delineate the responsibilities of each employee. 
While an increasing number of NGOs have independent 
supervisory boards with formalized internal procedures and 
rules, such NGOs still remain in the minority. Ukrainian­
language and some Russian-language materials are published 
by resource and research centers in Ukraine and generally 
are distributed free of charge. A dozen foreign assistance 
programs and joint Ukrainian-Western projects provide ex­
perienced trainers for NGOs. According to a report by the 
U.S. Agency for International Development, "[f]ew NGOs 
without international donor funding have full-time profes­
sional staff. Few have boards of directors that provide over­
sight or direction to the organization. Highly centralized 
and personalized leadership structures are common." 

According to the Ministry of Statistics, the revenues 
of civic associations consist o f donations (roughly 33 per­
cent), sponsorships (20 percent), profits from commer­
cial activities (15 percent), dues (15 percent), and state 
subsidies ( 15 percent). Most donations to NGOs are from 
foreign sources, but some groups do receive corporate 
donations. According to the same report by USAID, 
"[m]ost organizations, particularly those involved in 
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policy development of advocacy, <lrc heavily dependent on 
foreign funding." 

Indeed, according to a December 200 I publication 
of the World Rank's Ukraine Country Office, "almost 95% 
of NGO activities .ire funded by international grants. The 
rest of the potenti<ll sources of financing arc either not 
provided br l.iw or restricted by it." Specifically, the pub­
lication notes the following limitations on other sources 
of NGO fonding. first, only individual donations to chari­
ties and religiom groups-not NGOs-arc tax deductible . 
Second, so-called legal entities can only write off 4 per­
cent of their profit for donations. Third, the law docs not 
allow NGOs to receive funding through ~tatc orders. And 
lastly, although NGOs may earn income for "activities 
specified in their statucs .. . tax bodies frequently refuse to 
recognize several activities as non-commercial. The fact 
that an NGO is receiving payment could make it lose its 
not-for-profit status." 

In general, philanthropy and voluntccrism arc insuffi­
ciently developed and arc usually connected to elections or 
public awareness campaigns. According to a poll of 150 
Ukrainian and international companies conducted by the 
Kyiv-Mohyla Business School, 30 percent of corporate do­
nations go to public schools, hospitals, and children's homes; 
16 percent to associations such as veteran's unions; 13 per­
cent to the arts and culture; 13 percent to concrete projects 
ofNGOs; 9 percent to churches; and 7 percent to academic 
institutions. The poll also found that most corporate phi­
lanthropy is still off the record owing to red tape and inad­
equate tax laws. In addition, while two-thirds of the 
corporate respondents said they arc not against corporate 
philanthropy in principle, only one-third said they view spon­
sorship as an integral part of their corporate strategy; only 
15 percent said they view sponsorship as unconnected to 
their commercial and advertising aims. 

A limited number of NGOs enjoy tax-exempt status. 
These include veteran's groups, Chernobyl-related organi­
zations, and certain organizations for children and the dis­
abled. Most registered NGOs enjoy partial tax benefits such 
as an exemption from paying value-added and profit taxes. 

NGOs are obliged to disclose their revenue sources. 
Most do so when they acknowledge support for particular 
activities in their reports to donors. However, double book­
keeping is common as a means of avoiding taxes. As the 
World Bank publication implied, government procurement 
opportunities for private nonprofit service providers are vir­
tually nonexistent, and NGOs arc severely limited in their 
ability to earn income or collect cost-recovery fees that would 
be tax-exempt, even if they spent the money on nonprofit 
activities or general maintenance of the organization. An 
NGO can be the founder or cofounder of a commercial 
entity that donates part of its profits to the NGO. In such 
cases, any income, including cost recovery fees, is taxed as 
regular corporate income. 

Dozens oflcading public policy research institutes such 
as the Ukrainian Center for Political and Economic Stud-

ics, named after 0. Razumkov, and the East-West Institute 
arc increasingly influencing policy and decision-making pro­
ccs~cs. At times, there arc personal connections between 
NGO leaders and government officials. Former politicians 
and senior civil servants run some import•lllt NGOs. A num­
ber of leading groups cooperate with parliamentary com­
mittees and the executive and their representatives arc invited 
to participate in the drafting oflaws. Some government in­
stitutions such as the Ministry of Labor and Soci,11 Policy 
,rnd the Ministry of Foreign Affairs cooperate freely with 
NGOs. However, authorities sometimes u~e NGOs to le­
gitimize their own decisions. Pro-government NGOs arc 
sometimes supported through executive structures or even 
the state budget. 

The prcss's attitude toward NGOs is generally posi­
tive, especially when covering their charitable activities. 
According to a poll ofKyiv residents who attended the May 
2000 "day of civic organizations," only 8 percent were not 
there to support the work ofNGOs; 21 percent were posi­
tive about volunteering; 20 percent were ready to provide 
consultations in their fields of expertise; and 31 percent were 
prepared to give material and financial support. 

In 200 l, many Ukrainian NGO Web sites appeared on 
the Internet. A project to create a public policy Internet 
portal has been launched with the support of the Interna­
tional Renaissance Foundation and the UNDP. Local au­
thorities have also started to show interest in NGO activities 
aimed at helping the poor, children, or the disabled. 

At the beginning of200 l, Ukraine had 5 national trade 
union confederations, 74 national trade unions, and 161 
regional trade unions. These groups had a total of about 
17.5 million members out of 28 million economically ac­
tive persons, down by 9 million members from I990. Some 
90 percent of unionized workers formally belong to the 
Federation ofTrade Unions (FTU), which is a successor to 
the former Soviet state-sponsored trade unions. However, 
according to expert estimates, the FTU's actual member­
ship is much lower. Around 8 percent of workers belong to 
independent trade union confederations like the Solidarity 
Federation ofTradc Unions of Ukraine, the Confederation 
of Free Trade Unions of Ukraine, the "Our Right" Federa­
tion of Trade Unions, and the Association of Solidarity of 
Workers. Around 3 percent of workers are members of other 
independent trade unions. The number ofunionized work­
ers in Ukraine has declined to about 50 or 60 percent of all 
workers because of the growth of the private sector, the 
dosing down of enterprises, and a general disillusionment 
with the benefits of union membership. 

Ukraine has more than 400 regional and 20 national 
associations for small businesses, as well as several branch 
associations. These groups have an umbrella structure called 
the Coordinating and Expert Center. Many other small 
businesses belong to the Federation of Trade Unions of 
Cooperatives and Other Forms of Entrepreneurship. How­
ever, according to USAID, only 10 percent of small busi­
nesses actively participate in these associations. 



During the period wvered by this report, the numbe::r 
of individual farms increased ste:idily to 42,000; the num­
ber was 36,000 in January 2000. At the national level, the 
Assm:iation of Farmers and Private Land Owners counts 
among its members around 70 percent of Ukrainian farm­
ers. It has offices in every oblast and rayon. According to its 
estimates, about 20 percent of farmers regularly participate 
in its activities .md 30 percent pay dues. The Union of Pri­
vate Land Owners provides consulting services to l 0 per­
cent or 15 percent oflandowncrs. 

Legal forms of interest group participation in politics 
include the activities of political parties, business groups, 
NGOs, and trade unions. Groups that address social and 
environmental issues often seek to influence policy through 
public protests. Some interest groups, including pension­
ers, women, and workers, have created their own parties, 
but these parties do not enjoy significant support and mainly 
arc used by the executive branch tu split the opposition. 
Much more effective arc private businesses and directors of 
state-owned enterprises who lobby their parliamentary depu­
ties and political parties. Parliament has yet to take conclu­
sive action on a draft law on lobbying activities that has 
been before it since 1999. 

By law, Ukraine's education system is free of political 
propaganda. However, conflicts do rise on occasion. In 
2001, for example, the SD PU ( u) lobbied to introduce "the 
lessons of football" in secondary schools, 90 percent of which 
arc public. One of the party's leaders is the president of the 
Dynamo-Kyiv football club, and the minister for education 
and science is a member of the SDPU (u). In higher educa­
tion institutions, around 30 percent of which are private, 
lecturers arc generally free to express their views. At the 
same time, though, universities usually discourage students 
from taking part in opposition rallies and encourage them 
to take part in pro-government events. 

1997 
4.50 

Independent Media 
1998 
4.75 

1999-2000 
5.00 

2001 
5.25 

2002 
5.50 

According to official figures, Ukraine has more than 8,000 
periodicals; however, only about 2,600 arc published regu­
larly. Although up to 70 percent of Ukraine's print media 
outlets arc privately owned, the true owners ofrcn prefer to 

hide their names from the public. Instead, the paper will 
claim to be owned by its editorial staff. 

The most influential private media include the newspa­
pers Ze1·kalo Ncdeli/Dzcr/mlo Tyzlmia (with a declared cir­
culation of 42 ,000 copies); Kijcps/ziy Tclegmf ( 49 ,000 ); 
Bizncs (70,000); De11 1 

( 50,000); Sil1s1/zi Visti ( 500,000); 
Falzty ( 830,000); Segodnya (150,000); KijcJJskijc Vcdomosti 
(150,000); Ulzmina Moloda (104,000); Vcchcmij c Vesti 
( 400,000) and Halyc1ki Kontrakty ( 44,000). Among maga­
zines, Kompanyo11 has a declared circulation of around 
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30,000, and Polityka i K11ltum, 20,000. The main state 
newspapers include Holos U/n-ainy, with a declared circula­
tion of 150,000, and U1·iado1•yi K11ric1·, 120,000. 

Ukrainian versions of Russia-based newspapers include 
MoskoJ1skiy Komsomolcts-Diomma Pim (with a declared cir­
culation of about 400,000); !zJJcstiya-Ukraiua (230,000); 
Komsomolska_va PmJ>da JI Ulzrainc ( 100,000); Ai;gmncnty i 
Fa.kty 11 Ulzrainc ( l00,000); Stoliclmyje NoJJosti (70,000); 
and Dclo11aya Ncdclia (50,000). 

Influential private electronic media include the televi­
sion channels Studio l+l, Inter, STB, New Channel, and 
ICTV, which have signals covering most of the country, 
and the FM radio stations Dovira, Gala Radio, Lux, Niko 
FM, Radio Kijcvskijc Vcdomosti, Radio Kontinent, and 
Radio Roks. Foreign broadcasts in Ukrainian by the BBC, 
the Voice of America, Radio Svoboda, and Deutsche Welle 
can be freely received throughout the country. Among news 
agencies, the private lntcrfax-Ukrajina and UNIAN arc 
dominant. The official Ukrlnform news agency resembles 
its Soviet-era counterparts. 

Major newspapers and magazines, especially those 
founded in the early 1990s, tend to be published in the 
state-owned Ukrprcsa publishing house. Some newspapers 
and magazines now utilize the comprehensive services of 
private companies for everything from printing to distribu­
tion. However, the biggest share ufthe distribution market 
still belongs to government institutions like Ukrposhta, post 
offices, and kiosks. 

The media's news-gathering function is deeply affected 
by oligarchs who control major private outlets. Moreover, 
the authorities still try to use publishing houses as a means 
of restricting the opposition press. In December 2001, on 
the eve of the 2002 parliamentary election campaign, 
Ukrpresa refused to continue publishing Vcc/Jemijc Vcsti and 
Slm10 Batki11shcby11y. Both arc major newspapers controlled 
by Tymoshcnko that have a combined circulation of around 
1.5 million. Vechcrnijc Vcsti resumed publishing in Lviv. 
Nevertheless, some newspapers seized on the opportunity 
provided by internal government struggles over the 
"tapcgatc" scandal and provided relatively balanced cover­
age of the events. 

Generally, Ukrainian legislation provides for freedom 
of the press. The major laws regarding the media arc the 
L1w on Information ( l 992), the Law on Information Agen­
cies (1995), the Law on Television and Radio (1993), the 
Law on Printed Media ( 1997), the Law on State Support 
to the Media and Social Protection of]ournalists ( 1997), 
and the Law on State Secrets ( 1999). However, the laws do 
not clearly distinguish between protections for private citi­
zens as opposed to politicians. In recent years, many media 
outlets have been sued by politicians who demand huge 
sums as compensation for "moral damages" allegedly caused 
by critical articles. On May 25, 2001, the Supreme Court 
decreed that criticism of facts and opinions is not grounds 
for moral damage compensation. However, the law is still 
vague regarding "insults" for which journalists can be sued. 
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Parliament, preoccupied with other issues, has not taken up 
several draft laws on the protection of journalists that have 
been submitted to it. 

According to the Institute of Mass lnfcmnation, Ukraine 
had 73 known major violations of press freedom in 2001 . 
These included 5 murders of journalists and 26 folony ot: 
fenses. The most notorious case was the murder of opposi­
tion journalist Gongadze in September 2000 in which 
high-level authorities were allegedly involved. In another high 
profile case, on July 3, 2001, several assailants beat to death 
lhor Aleksandrov, the director general of the TOR television 
station in the Donetsk region who had exposed corrupt links 
between politicians, police, business, and organized crime. 
In November 2001, the Ministry oflnterior issued a regula­
tion allowing journalists to possess and use gum-bullet guns, 
provided that they have special permits from the police. 

Although the official post-Soviet Association of Journal­
ists of Ukraine is not fully independent, it is becoming more 
assertive in defending journalists' rights. It reportedly has 
more than 12,000 members, of whom about one-third are 
women. Ukraine also has several Western-supported media 
organizations, including the Institute of Mass Information, 
the !REX-supported Pro-Media Center, the Committee to 
Protect Journalists, the Equal Access Committee, the Ukrai­
nian Meclia Club, and the Freedom of Speech Center. Many 
of these groups will participate in the monitoring of the 2002 
elections. 

Roughly 1 to 2 percent of Ukrainians have regular ac­
cess to the Internet; the figure rises to 4 percent if those who 
surf the Internet occasionally are included. These figures are 
low owing to poor communication networks, a lack of com­
puters, and high Internet access fees. Nevertheless, Ukraine 
has several influential independent Internet media including 
Forum, Korrcspondent.net, Uatoday, and the opposition 
Ukmjins'ka Prm1da. 

In November 2001, the Council for National Security 
and Defense of Ukraine put forward proposals to regulate 
the Internet by introducing licensing for Web sites and grant­
ing security services access to the archives oflnternet service 
providers. It is unlikely, though, that these steps will be taken 
given their high transaction costs and active opposition from 
the Internet community. The Russian government withdrew 
similar proposals in 2000 amid uproar by Internet users. 

Freedom House's Annual S11n1ey of Press Freedom has 
rated Ukraine's media as "Partly Free" since 1992. 

Governance and Public Administration 

1997 1998 1999-2000 2001 2002 
4.50 4.75 4.75 4.75 5.00 

In January 2000, President Kuchma called for a national 
referendum on constitutional amendments to increase his 
powers. He proposed six questions: 1) Should the presi­
dent be able to dissolve Parliament, if voters express no con-

fidence in the body in a national referendum? 2) Should the 
president be able to dissolve Parliament for fuilure to form 
a majority in a month or to adopt a state budget in three 
months? 3) Should the immunity of parliamentary deputies 
be limited? 4) Should the number of parliamentary depu­
ties be reduced from 450 to 300? 5) Should Parliament 
have two chambers? And 6) Should Ukraine be able to adopt 
a constitution by national referendum? The Constitutional 
Court threw out questions I and 6, and voters considered 
the rest in a referendum that April. The official outcome of 
the reforendum demonstrated overwhelming support for 
the President. Although the Constitutional Court stipulated 
that the results should be implemented through the proper 
parliamentary procedures, this has yet to occur. However, 
presidential power has been increased by the introduction 
of state secretaries who are appointed by the president and 
carry out tasks previously reserved for deputy ministers. 

Parliament's budgetary support is adequate, as the cabi­
net cannot circumvent mandatory budget payments. How­
ever, Parliament at times has not been an effective 
rule-making institution. Owing to the absence of a durable 
working majority, Parliament for years failed to pass several 
vital laws. In November and December of2001, though, it 
managed to pass family, civil, commercial, and customs 
codes. In addition, Parliament passed the tax code in its 
second reading in November. Together with land, budget, 
and criminal codes passed earlier in the year, the new legis­
lation provides a long-awaited legal basis for more effec­
tively implementing many provisions of the 1996 
Constitution and modernizing Ukraine's economy. 

Parliament's success was due in part to the increasing 
maturity of its working committees. The 1995 Law On Par­
liamentary Committees grants stancling parliamentary com­
mittees the rights to hold special hearings, gain access to 
information held by the executive, and launch investigations. 
However, these prerogatives are seriously circumvented by a 
lack of outlets for the committees to implement their find­
ings. The Prosecutor's Office, the Ministry of the Interior, 
and other executive bodies routinely ignore the findings of 
parliamentary committees. Moreover, Parliament itself has 
yet to pass a law on investigative parliamentary commissions, 
whose existence is authorized by the Constitution. 

Neither executive nor legislative organs of power oper­
ate with full transparency and openness. At times it is im­
possible for citizens to obtain data regarcling public spending 
and information on draft bills. NGOs have been trying to 
generate more transparency in this area by publicizing bills, 
but the government has never created mechanisms to freely 
disseminate such information. The Internet sites ofkey agen­
cies are only now being established, and draft legislation 
appeared on the Internet only recently. Draft (and even act­
ing) bylaws often are still difficult to locate. 

According to the Constitution and the Law On Local 
Self-Governance in Ukraine, local radas (councils) address 
local issues such as the establishment and control of com­
munal enterprises and organizations, the assessment of lo-



cal taxes and duties, the development and implementation 
of social and cultural projects, and the management of com­
munal property. They adopt and manage budgets for their 
territorial units. Communities may call referendums on lo­
cal issues. Parliament may terminate the powers of a local 
council if it decides that the council's actions contradict 
Ukrainian law. 

The deputies of subnational governments are chosen 
in direct elections that are generally free and held under 
majoritarian balloting. Representatives of the media have 
reported that electoral campaigns have increasingly been 
subject to interference by government representatives who 
are loyal to the president and by businesses, many of which 
are controlled by influential local and state politicians. 

The leaders of the Autonomous Republic of Crimea 
enjoy more powers than the leaders of Ukraine's other re­
gions. The Crimean council of ministers manages the 
region's budget, which the Crimean parliament approves, 
with a substantial degree of autonomy from central authori­
ties. A constitutional provision granting the Crimean par­
liament the right to appoint and dismiss the head of the 
Crimean council of ministers, with the consent of the presi­
dent, led to a recent standoff in which the regional govern­
ment of Serhiy Kunitsyn remained in office despite losing 
three votes of confidence in the Crimean parliament. Presi­
dent Kuchma eventually dismissed the council of ministers 
in May 2001. 

Article 143 of the Constitution and the Law On Local 
Self-Governance in Ukraine are aimed at decentralizing sub­
stantial power to subnational bodies and providing suffi­
cient financing to local governments. The June 2001 budget 
code creates a coherent scheme for distributing tax and 
duties revenues among the state, oblast, and rayon levels, 
thus providing a more objective, formula-based method of 
revenue distribution. 

Local and regional administrations are also increasingly 
gaining control over their budgets. The share of total gov­
ernment outlays going to local budgets increased to 39.5 
percent in the 2002 draft budget from 36.9 percent in the 
2001 budget. However, the old scheme of budget transfers 
from the state to local governments is still in place. It often 
is characterized by payment delays, corruption, and limita­
tions on local government authority. 

According to the Law on State Service, adopted in 1993 
and amended in 1995 and 1996, civil servants are subordi­
nate to the general department of civil service of the Cabi­
net of Ministers. Local civil servants are nominally employees 
of local governments. The law prohibits civil servants from 
misusing their authority but provides for no enforcement 
mechanism. The law also gives civil servants the right to 
acquire information about citizens and legal entities from a 
variety of sources and grants them a number of socioeco­
nomic benefits. 

The pace of civil service reform has been slow, and the 
government made little progress in this area in 2001. The 
government elaborated the idea of carrying out compre-
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hensive administrative rdi.>rms in 1997 but still has not taken 
key steps including redistributing functions among agen­
cies and cutting red tape. Moreover, the bureaucracy con­
tinues to grow in size. The number of civil servants increased 
to around 300,000 in 2001 from 176,800 in 1996. 

RULE OF LAW 

1997 
3.75 

Constitutional, Legislative, 
and Judicial Framework 

1998 1999-2000 2001 
4.00 4.50 4.50 

2002 
4.75 

The Constitution's transitional provisions period expired 
on June 28, 2001-the date by which the government 
needed to make constitutional changes to the functions and 
powers of several institutions, including the prosecutor 
general's office and the Supreme Court. In early July 2001, 
President Kuch ma signed a package of five laws that imple­
mented the so-called small judicial reform. The laws, par­
ticularly those relating to appellate courts, changed the 
procedures for arrests and searches. The new criminal code 
and criminal procedures code also strengthened the previ­
ous stipulation that the state must provide public defenders 
in criminal cases for defendants who cannot afford counsel 
and must do so once a person has been arrested. Moreover, 
courts, rather than prosecutors, must issue search and ar­
rest warrants. 

In December 2001, Parliament also approved the first 
reading of a framework document on judicial reform, the 
Law On the Judicial System, which includes 87 percent of 
the suggestions in this area made by the Council of Europe. 
The draft law provides for the implementation of the con­
stitutional requirement that separate courts exist for crimi­
nal, civil, administrative, and other types of cases. However, 
Parliament still must agree on the specifics of which cases 
should be assigned to which types of courts. Parliament is 
also scheduled to review the Law On Administrative Courts. 
President Kuchma did not sign one law that was part of the 
small judicial reform package: the Law on the Public 
Prosecutor's Office. The Constitutional Court struck down 
a provision in the law authorizing Parliament to appoint, 
fire, and generally control the prosecutor general. 

The 2002 state budget authorizes expenditures of 36 
million hryvnyas ($7 million) for judicial reform, up from 
25 million hryvnyas ($5 million) in 2001. However, even 
this increased amount is not sufficient to carry out effective 
reforms. 

The Constitutional Court was quite active during the 
past two years in interpreting and protecting the Constitu­
tion. It prohibited the same person from being both the 
head of an oblast administration and the head of an oblast 
rada. This ruling forced 11 officials who held both posi­
tions to resign from one of their posts. On November 20, 
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2001, the court ended the Soviet-era propiska system, which 
required citizens to register for permanent residence per­
mits. In 1997, Parliament abolished the penalty for not hav­
ing a permit, but the propiskn system continued to exist and 
was at times used as a pretext for discrimination, particu­
larly in employment. 

Chapter II of the Constitution contains broad guar­
antee!> of human rights and civil liberties, including politi­
cal, religious, and minority rights. Article 41 guarantees 
the right ro own property, and Article 42 guarantees the 
right to engage in free enterprise and provides for the pro­
tection of fair competition in business. In 1997, Parlia­
ment ratified the European Convention on Human Rights. 
The s.1me year, it pa!>sed the Law on the Authorized Rep­
resentative of the Verkhovna Rada for Human Rights that 
created the office of the ombudsman. The ombudsman's 
duty is to handle complaints from ordinary citizens and 
Members of Parliament about human rights abuses and to 

enforce human rights provisions and norms. Nina 
Karpachova, Ukraine's first ombudsman, was quite active 
in 2000 and 2001, responding to human rights matters 
including the Gongadze and Tymoshenko cases and the 
problem of trafficking of women. Previously, her activity 
had been limited. 

On September l, 200 l, the new criminal code and 
criminal procedures code took effect. The previous respec­
tive codes dated back to the 1960s. A major aspect of the 
new laws was the elimination of Soviet-era offenses such as 
"speculation" and disseminating "anti-Soviet propaganda." 
However, some procedures that could lead to abuses of of­
ficial power remain. For example, a prosecutor, after having 
received a case from an investigator, can decide that the 
case is in unsatisfactory condition and can return it for ad­
ditional investigation, thus prolonging the detention of the 
accused. 

The European Court on Human Rights has declared 
admissible the complaints of Ukrainian inmates regarding 
torture and inhumane treatment. In several cases, torture 
has resulted in death. A major cause of the poor conditions 
in prisons, including extreme overcrowding, is the fact that 
the prison system lacks sufficient resources. In part due to 

overcrowding, many inmates suffer from tuberculosis. The 
lack of resources is also a principal reason why many prison­
ers are amnestied. People who arc sentenced to terms of 
less than three years' imprisonment are often freed by courts 
before they begin to serve their sentences or on the eve of 
national holidays. 

The Constitution prohibits discrimination or privileges 
based on race, religion, political views, gender, ethnic or 
social origin, language, or other grounds. The Soviet-era 
designation of ethnicity in passports was eliminated when 
new Ukrainian passports were introduced in the mid- l 990s. 
In areas where a minority ethnic group constitutes the ma­
jority of the population, its language may be used along 
with Ukrainian in state and public offices and institutions. 
Russian speakers criticized the Constitutional Court's 1999 

ruling declaring the Ukrainian language a compulsory means 
of communication for public officials both on the national 
and the local level. However, in many cities, particularly in 
eastern Ukraine, Ukrainian speakers still face pressure from 
liYing in a largely Russified environment. 

Owing to Ukraine's economic difficulties, the 
government's outlays for the specific needs of ethnic mi­
norities, including the return and resettlement of some 
300,000 Crimean Tatars, are decreasing. Many Crimean 
Tatars live in dismal conditions, often in overpopulated ru­
ral areas where it is difficult tor individuals to obtain their 
own plots ofland. Religious groups generally operate freely 
in Ukraine. However, relations between some religious 
groups arc tense. This is especially true of the Orthodox 
churches that arc under the Moscow and Kyiv Patriarchies, 
respectively. All religious groups must register with the state. 

The Constitution and the 1992 Law On the Status of 
Judges stipulate that judges must be impartial. The courts, 
however, are funded through the Ministry of Justice. Ar­
ticle 128 of the Constitution stipulates that the president 
initially appoint judges for five-year terms. After that, with 
the exception of individuals on the Constitutional Court, 
Parliament endorses judges for life terms. They are immune 
from prosecution. A judge can be arrested only with the 
permission of Parliament. In October 1999, Parliament 
ended judges' immunity from administrative prosecution. 

The law calls for punishment of those attempting to 
influence or limit the independence of the judiciary. How­
ever, courts and prosecutors' offices, overburdened and lack­
ing sufficient funding and staff, remain vulnerable to pressure 
by the executive, usually in the form of personal requests or 
orders from high-ranking officials. The Constitutional Court 
came under pressure from President Kuchma in 2000 when 
it was considering draft laws on the implementation of a 
referendum's results. 

Judicial personnel matters are decided by the Supreme 
Council of Justice, which was established in 1998. Initially, 
the council acted comparatively independently, but in the 
summer of2001 it opened an investigation into the profes­
sional adequacy of Anatoliy Zamkovenko, the judge from 
the Pechersk district court of Kyiv who acquitted former 
vice premier Tymoshenko. Zamkovenko has filed a protest 
with the Supreme Court, the head of which, Vitaliy Boiko, 
is known for his independence and adherence to the law. 

The 1998 Law On State Executive Service introduced 
executive bodies in the Ministry ofJustice that are respon­
sible for enforcing judicial decisions. Generally, though, the 
enforcement of judicial decisions is effective only in crimi­
nal cases. In civil cases, judicial enforcement is far from effi .. 
dent, mainly due to the absence of a tradition of respecting 
private property, the country's inadequate legal framework, 
and the large number of cases in which economic interests 
are affected, such as when the government and private firms 
fail to pay wages on time. 
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1999-2000 
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Corruption is widespread in Ukraine. Owing to the Soviet 
legacy, economk and !>ocial activities are tightly regulated, 
administratiw controls and judicial review arc weak, and 
salaries for public officials arc low ( $20 to $100 monthly, 
depending on rank, with the ave: rage salary seldom exceed­
ing $60) . 

Since 1994, Parliament, the government, and the presi ­
dential administration hJve devised numerous anticorrup­
tion initiatives. There are more than SO legal acts devoted 
to fighting corruption, including the 1995 Law on Fight­
ing Corruption. The provisions of these acts are generally 
not observed, however, and investigations into corruption 
by top officials that are conducted by special parliamen­
tary commissions, journalists, or even the Audit Chamber 
tend to go nowhere. Prosecutions mainly involve low-rank­
ing politicians. 

Several recent corruption scandals have implicated 
those who stand at the top of the political system. Former 
Prime Minister Pavlo Lazarenko has been accused of cor­
ruption and money laundering in Ukraine, Switzerland, 
and the United States. Parliamentarian Viktor Zherdytsky 
is being sought by German prosecutors for attempts to 
fraudulently withdraw funds from a German bank that were 
intended for Ostarbeiters (Ukrainians who were transferred 
to Germany during World War II and forced to work for 
the Nazis). 

Bank Slovyanskyi and its managers, who are affili­
ated with Lazarenko, have also been accused of corrup­
tion. The state tax authorities closed down the bank even 
though there was relatively little evidence of \\'rongdo­
ing. The case was handed to a court in November 200 l 
and promises to take considerable time to resolve since 
key members of Kuchma's staff are allegedly connected 
to the bank's operations. 

The case against former Vice Premier Tymoshenko 
suggested that authorities frequently use corruption alle­
gations for politically motivated reasons. Similarly, the 
government accused the National Bank of Ukraine (NBU) 
of misallocating and misusing funds during the time that 
former Premier Yushchenko was head of the NBU. The 
International Monetary Fund audited the NBU and found 
only minor violations, after which the IMF renewed lend­
ing to Ukraine in December 2000. 

Ukraine's 1993 Law on the Civil Service specifies a 
code of conduct for civil servants, but the law generally is 
not observed. According to the 1995 Law on Fighting 
Corruption, civil servants may not engage in profit-gener­
ating activities. However, the law does not provide an en­
forcement mechanism and allows civil servants to engage 
in "creative activities" such as research, consulting, and 
lecturing. Top officials must formally resign positions as 
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heads of companies when they take office, but in practice 
they often use their public positions to promote their cor­
porate interests . 

By law, presidential candidates and applicants for po­
sitions in the civil service must disclose their incomes. ln 
general, such declarations tend to understate earnings and 
property by reporting official salaries, which are relatively 
low. The average annual income of presidential candidates, 
according to their declarations, was 13 ,000 hryvnyas 
($2,320). President Kuchma declared an income ofl 9,213 
hryvnyas ($3,843), and only one of the candidates, busi­
nessman Oleksandr Rzhavsky, declared a large income of 
l,357,727 hryvnyas ($242,451). 

Under the Constitution, Parliament's Audit Chamber 
monitors budgetary spending on behalfofthe entire body. 
However, its effectiveness is limited by the 1996 Law on 
the Auditing Chamber, which only gives the chamber the 
power to inform law enforcement agencies about wrong­
doings. 

One of the main reasons for the proliferation of cor­
ruption in Ukraine is excessive regulation in the economic 
and social spheres. More than 100 local and state authori­
ties have the right to inspect enterprises and other legal 
entities. Some 60 different authorities have the right to 
seize bank accounts, revoke licenses, or impose similar 
punitive actions. Foreign investment is regulated by more 
than 130 normative acts. A survey by the World Bank and 
the European Bank for Reconstruction and Development 
found that one-third of Ukrainian businesses surveyed had 
admitted making illegal payments to influence public in­
stitutions. 

In 1998, President Kuchma issued a decree on the 
deregulation of business activity that was intended to curb 
the ability of many government agencies to inspect enter­
prises. However, the decree's provisions arc vague, and 
judicial review and enforcement of it by the relevant au­
thorities are weak. Another reason for excessive corrup­
tion is that senior officials often appoint their subordinate 
employees on the basis of personal or family loyalties or 
geographic or professional ties. 

Ordinary citizens often must pay bribes to receive or 
accelerate the provision of services such as installing tele­
phone lines or obtaining any kind oflicensc. They also pay 
bribes to gain admission to state-run universities. Accord­
ing to a survey by the Kyiv International Institute of Soci­
ology, about 70 percent of Ukrainians accept the need to 
give and take bribes. According to the respondents, the 
most corrupt areas are medical institutions (48.9 percent), 
traffic police (22.7 percent), institutions of higher educa­
tion (19 percent), institutions of local self-government 
( 16.5 percent), and secondary educational institutions 
(14.3 percent). 

Often people pay bribes because they do not know 
their rights. Although "Introduction to Law" is a com­
pulsory subject in schools and universities and several 
NGOs issue booklets that describe basic rights and ways 
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to legally defend them, Ukraine has no truly effective an­
ticorruption education program. In its 2001 Corruption 
Perceptions Index, Transparency International ranked 
Ukraine 83rd out of 91 countries and gave it a score of 
2.1, where a 10 represents the lowest level of corruption . 
This marked a slight improvement in Ukraine's rating of 
87th out of9 l countries in 2000, with a score of 1.5. 
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Positive dynamics that began in 2000 arc still in place. For 
the first nine months of 2001, Ukrainian gross domestic 
product grew by 9.3 percent compared to the same period 
in 2000. Wage arrears have been greatly reduced. In Octo· 
bcr 200 l, Parliament adopted a new land code that sets out 
the legal framework for private land ownership. These suc­
cesses are often ascribed to favorable external market con­
ditions (exports account for about a quarter of Ukraine's 
GDP) and the economic policies of Premiers Yushchenko 
and K.inakh. These policies have reduced arbitrary adminis­
trative interference in the economy, provided for stable pay­
ment schemes in the energy sector, and cut inflation to 4 
percent annually under K.inakh. However, the tax system 
remains inadequate and stimulates the existence of a large 
shadow economy. Likewise, oligarchic clans heavily influ­
ence the Ukrainian economy. The future of economic re­
form will depend in part on the constellation of political 
forces that emerges following the March 2002 parliamen­
tary elections. 

According to the State Statistics Committee, about 70 
percent of GDP is produced by the private sector and about 
two-thirds of economic assets are privately owned. However, 
according to the World Bank, the informal sector of the Ukrai­
nian economy is equal to 60 or 70 percent of GDP. TI1e gov­
ernment and Parliament are considering measures to reduce 
the size of the informal sector, including cutting ta.xes and 
liberalizing regulations on economic activities. Managers spend 
up to 30 percent of their time dealing with red tape. 

The tenth year of Ukraine's independence was supposed 
to be the second year of large-scale privatization. Budget 
revenues from privatization in 2001 were expected to reach 
5.9 billion hryvnyas ($1.13 billion). However, the State 
Statistics Committee said in October 2001 that in the first 
nine months of the year the State Property Fund received 
only 30 percent of this sum. This low figure can be ex­
plained in part by a moratorium that the government im­
posed on the privatization of several oblc11c1;gos ( oblast energy 
distributing companies) and also by the fact that the gov­
ernment postponed until 2002 the privatization of the ma­
jor assets of Ukrtelecom, the state telecommunications 
company. 

Many planned privatizations did not take place because 
of the absence of buyers, as was the case with the Nikopol 
Pipe Plant and the Makeevka Machinery Plant. After nearly 
every privatization of a key enterprise that does take place, 
the buyers sue the State Property Fund for unlawful actions 
during the privatization process. This was the case with the 
Zaporizhya Aluminium Combinate, Baltsem, Rivneazot, and 
the Hartsyzky Pipe Plant. The bases for the suits are un­
equal access to information for competitors, arbitrary treat­
ment of competitors, and unfair procedures of the contest. 
Problems in the sphere of privatization are caused by the 
strength oflobbying groups and the corresponding vulner­
ability of the State Property Fund; vague criteria for the 
valuation of assets; the State Property Fund's lack of trans­
parency; and fallout from previous privatization scandals, 
which scares potential investors both from Ukraine and 
abroad. 

The Cabinet of Ministers predicts that the state will 
receive 5 .8 billion hryvnyas ( $1.1 billion) from privatization 
in 2002. The government can reach this sum ifit success­
fully p1ivatizes Ukrtelecom, several oblenergos, and a m11n­
bcr of enterprises that were not privatized in 2001. 

Although Parliament adopted in the summer of 
200lseveral documents on the regulation oflocal, profit, 
and value-added taxes, the tax system remains inefficient. 
The major problems plaguing the tax system are high 
compliance costs, high tax rates combined with short taxa­
tion periods, and ad hoc bylaws that make taxation still 
more complicated and unpredictable. Owing to these fac­
tors, the tax administration, which answers directly to 
the president, has become a means of exerting political 
pressure. It is capable of harassing any legal or physical 
person for an alleged violation of one of more than 500 
tax laws or bylaws. 

The tax code, which passed its first reading in Parlia­
ment in July 2000 and its second in December 2001, still 
has many drawbacks, especially concerning taxation of small 
businesses and the administration of taxes. Nevertheless, 
the code cuts the value-added tax from 20 percent to 17 
percent and the profit tax from 30 percent to 25 percent. It 
also reduces the number of taxes, especially redundant local 
taxes. Final adoption of the code is likely to take place after 
the 2002 parliamentary elections. 



In November 200 I, ParliJmcnt approved the first read­
ing of a law that would ;1llow the tax administration to 
check the origin of the income of any public official who 
purchases luxury good~ worth more than 11,800 hryvnyas 
( $2 ,2 70 ).The Cabinet of Ministers also proposes to check 
the origin of the income of any citizen who makes pur­
chases worth more than I 0,000 hryvnyas ( $1,900). Along 
with fighting underground incomes, the proposed l.1w may 
be used as a tool to compromise political opponents. 

Similar logic pertains to the Law on Fighting Muncy 
Laundering, which passcd its first reading in November 2001 
tollowing pressure by the intergovernmental Financial Ac­
tion Task Force on Money Laundering. The law stipulates 
that any sum of money greater than 20,000 euros, or cash 
transaction greater than 10,000 euros, must be investigated 
for possible money laundering. 

Ukraine's banking system has two tiers. The inde­
pendent National Bank of Ukraine is the central bank, 
functioning according to the 1999 Law On the National 
Bank of Ukraine. The NBU has been one of the most 
reform-oriented power bodies. However, the council of 
the NB U, which is made up of parliamentary deputies 
and government officials, has broad authority over credit 
and financial policies and could undermine the NBU's 
independence. In August 2001, the NBU reported that 
its total assets were 47 billion hryvnyas (or more than 
$8.5 billion). 

Commercial banks are considered to be weak and sub­
ject to influence by political actors. By official count, Ukraine 
had 191 commercial banks as of September 2001, 31 of 
which had torcign capital. The capital of major Ukrainian 
banks totals only slightly more than $1 billion, and the 
population's trust in the banking system remains low. This 
trend has been aggravated by the bankruptcy of one of the 
biggest state-owned banks, Ukraine Bank, which failed be­
cause of its investments in projects that were not economi­
cally viable but were favored by government officials or 
industrial or agrarian lobbyists. 

High interest rates, ranging from 12 percent to 20 per­
cent annually on hard currency loans and 30 percent to 35 
percent annually on hryvnya loans, prohibit wide employ­
ment of bank credit. On February 21, 2000, the govern­
ment floated the currency. As a result, the hryvnya was 
devalued, but it stabilized by May 2000 and stayed stable 
through the end of2001. As of November 2001, the ex­
change rate was hryvnyas 5.25/$1. 

Ukraine has traditionally relied on the IMF for emer­
gency funds and financing of its budget deficit. At $2.7 
billion, Ukraine's debt to the IMF makes up one-fifth of its 
total foreign debt. In 1999, the IMF suspended disburse­
ment of funds under Ukraine's Extended Fund Facility 
( EFF) program. After a series of negotiations between the 
IMF and the Yushchcnko and Kinakh governments, in Sep­
tember 2001 the IMF agreed to complete the EFF pro­
gram on the condition that the Ukrainian government would 
raise energy prices for consumers. 
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The government has achieved some successes in its 
microeconomic policies. The government, for example, in­
troduced international accounting standards in 2001. At 
the same time, though, tax administration has excessive 
powers over businesses and enterprises, including the right 
to seize the bank accounts of firms that are in debt. In re­
cent years, this mechanism has been used to collect 30 per­
cent of all ta:>. revenues. 

On June 28, 1999, President Kuchma issued a decree 
allowing small businesses to pay fixed taxes of$4 to $40 per 
month, depending on the type of business, instead of all 
other taxes. Many businesses signed up for this tax scheme, 
which resulted in an increase in local government revenues 
since the new tax was earmarked for local bodies. 

The government did not introduce any significant price 
liberalizations in 2000 and 2001. However, most consumer 
prices arc already liberalized (with some exceptions such as 
energy prices). The government continues to subsidize rents 
and utilities for people with low incomes who apply tor these 
subsidies. 

According to the Ministry of Economics, Ukraine's 
trade increased by 12 .4 percent in the first half of 2001 
compared to the first half of 2000. Investments in key as­
sets amounted to 17 .5 billion hryvnyas ( $3.4 billion) in the 
first nine months of 2001 , a 25 .4 percent increase over the 
same period a year earlier. Cumulative toreign direct invest­
ment reached a modest $4.l billion in 2001, up from $3.6 
billion in July 2000. The main obstacle to greater invest­
ment is the Ukrainian tax system. 

Since many oblc11c1lJOS have been privatized, Ukraine's 
energy sector is becoming increasingly developed, reliable, 
and predictable. Although the country's energy sector re­
mains highly dependent on Russia, it underwent significant 
changes in 200 l. In August, Ukraine and Russia signed an 
agreement on the reintegration of their energy systems. 
Under the agreement, eastern regions of Ukraine will re­
ceive electricity from Russia at low prices. The two coun­
tries also settled the longstanding issue of Ukraine's gJs debts 
to Russia. The wuntries agreed on the interest rate at which 
Ukraine will repay its debt within 12 years. Further coop­
eration in the energy field was also assured. 

In terms of judicial protection of private property, court 
procedures remain fair but slow. Trials arc open to the pub­
lic, although there arc no aggregate statistics on court deci­
sions. Bankruptcy procedures arc inefficient as a means of 
enforcing property rights because the process is usually slow 
and effective indexation against inflation is absent. 

There were some positive developments in 2001 con­
cerning the protection of intellectual property rights. In 
July, Parliament adopted important changes to the Law on 
Author's Rights and Related Rights. In September, Ukraine 
joined the UN Treaty oflntellectual Property on Author's 
Rights. Nevertheless, protection of intellectual property 
rights remains weak. Under U.S. pressure, Ukraine at­
tempted in November 2001 to adopt a law protecting the 
property rights of audio and video producers. However, 
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the Law on Peculiarities of Production, Export, and Im­
port of Discs for Laser Reading Systems was adopted in its 
first reading and then rejected in its second. The Cabinet of 
Ministers put forward another bill that similarly was adopted 
in its first reading and rejected in its second. 

In turn, the United States imposed sanctions worth 
$75 million and threatened to increase the impact of the 
sanctions to $400 million. Local experts are concerned, 
however, that compliance with the U.S . demands will un ­
dermine a key component of Ukraine's technology sec­
tor: CD production. Moreover, the experiences of several 
Central European countries suggest that strict licensing 
and expensive permits do little to curb piracy. Meanwhile, 
the Ukrainian government is trying to curb piracy through 
the use of administrative procedures, having introduced 
in December 2001 licensing for the production and sale 
of CDs. 

In the first six months of 2001, Ukraine's population 
fell by 206,600 people, or 0.4 percent. The Demographic 
Department of the Secretariat of the United Nations pre­
dicts that Ukraine's population will fall by six million people 
over the next 15 years. A major reason for the decline is 
Ukraine's falling birthrate. However, for the first time since 
independence, birthrates were positive in 2001 in Kyiv and 
several major industrial regions. The life expectancy in 
Ukraine is 63.0 years for men and 73.7 for women. In terms 
of per capita health care expenditures, Ukraine ranks 111 th 
out of 191 countries and eighth among the member coun­
tries of the Commonwealth of Independent States. 

In the first seven months of2001, real wages in Ukraine 
grew by 16.7 percent compared with the same period in 
the previous year. The average real wage is about $60 per 
month. According to official statistics, arrears for wages and 
other social payments (including pensions and scholarships) 
fell by 2 billion hryvnyas ($380 million) in 2001 to equal 
2.9 billion hryvnyas ($545 million) in early 2002. Of these, 
wage debts in the state sector equal about 1 billion hryvnyas 
($190 million). 

The official unemployment rate declined to 3.7 per­
cent in September 2001 from 4 .2 percent a year earlier, 

according to the Ministry of Social Policy and Labor. How­
ever, local job centers say that the true unemployment rate 
is around 11 percent and, if those who have given up look­
ing for work are included, the figure rises to about 25 
percent of the population. Women make up around 64 
percent of the unemployed, and those under 28 years old, 
24 percent. 

During the past seven years, the number of pensioners 
has increased by 1.5 million people to 14.5 million. Only 
28 million people are of working age. In 2001, the govern­
ment paid its pension arrears from previous years and the 
average real pension grew by 3.3 percent. Nevertheless, 85 
percent of pensioners have incomes that arc below the pov­
erty level . The average pension payment in August 2001 
was only 106 hryvnyas ($20) per month. 

Many pensioners must work in order to survive. There 
is no connection between the pension benefit and either 
length of employment or payments into the system. Only 
salary for the last two years of employment is taken into 
consideration. At the same time, the Pension Fund takes 32 
percent of the salary payments of enterprises, which in turn 
slows the development of Ukrainian industry. In addition, 
the Pension Fund assesses duties on salaries, purchases of 
foreign currency and mobile phones, real estate transactions, 
and other items. 

In 2000 and 2001, President Kuchma, Parliament, and 
the Cabinet of Ministers attempted to reform the ineffi­
cient pension system. Two draft laws, the Law on the State 
System of Pension Insurance and the Law on the Non-State 
System of Pension Insurance, that passed their first read­
ings in Parliament in November would create a three-level 
pension system (solidary, accumulative, and accumulative­
voluntary) and raise the retirement age to 65 years for men 
and 60 years for women. 

The principal authors of this report are Olexiy Haran', the 
director of the School for Policy Analysis, UniPel'sit)• of Kyi1J­
Mohyla Academy, and RostyslaJJ Pavlenko, the executii>e di-
1'ecto1: The_y were assisted in the preparation of this report by 
Artem Bidcnko, Serhiy KysclioJJ, and Olcna Viter. 
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Rule of Law na na 6.25 6.25 6.25 

Economic Liberalization 6.25 6.25 6.25 1' 6.17 1' 6.00 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 

GDP per capita($) 404.4 541.0 457.1 447.7 338.2 264.3 237.4 

Real GDP growth(% change) -0.9 1.6 2.5 4.4 4.1 4.0 3.0 

Inflation rate 304.6 54.0 58.9 17.8 29.1 24.2 25.9 

Exports ( $ millions) 3,475.0 3,534.0 3,695.0 2,888.0 2,790.0 2,935.0 2,800.0 

Imports($ millions) 3,238.0 4,240.0 3,767.0 2,717.0 2,587 0 2,441.0 2,300.0 

Foreign Direct Investment ( $ millions) -24.0 90.0 167.0 140.0 121.0 73.0 71.0 

Unemployment rate 0.4 0.4 0.4 0.5 0.5 0.6 na 

Life Expectancy (years) 69.2 na 69.2 na na 69.7 70.0 



I NTRODUCTION 

D uring Uzbekistan's first decade of independence, 
the government articulated its principal goals as 
promoting social justice, achieving political stabil­

ity, and establishing secular rule in accordance with interna­
tional standards. The Uzbek government committed itself 
to promoting the growth of a market economy and made 
rhetorical commitments to principles of democracy and 
public sector accountability. Rhetorical commitments not­
withstanding, the early years of independence witnessed the 
emergence of a distinctive Uzbek style of rule, drawing par­
tially on Soviet-era practices, partially on development mod­
els borrowed from the successfi.il Asian Tigers, and partially 
on the personalistic politics of Uzbeki~tan 's political leader, 
Islam Karimov. Uzbekistan's economic strategy championed 
stability over market forces and placed state institutions at 
the hub of financial, commercial, and industrial manage­
ment. Uzbekistan's political strategy championed public 
order over popular participation and ultimately led to the 
elaboration of a highly authoritarian political community. 

In dealing with the traumatic economic dislocations of 
the first decade of post-Communist rule, Uzbekistan 
adopted policies of widespread government subsidies and 
excessive government regulation that succeeded in main­
taining the urban Soviet-era social safety net but did so at 
the expense of choking out many free market forces. In 
confronting political challenges, the government moved 
decisively and sometimes ruthlessly to neutralize what it 
viewed as opposition. Uzbekistan's government soon gained 
a reputation as a severe and often heavy-handed protector 
of public order. 

Initially, the government's cultural policy was relatively 
liberal. Almost immediately after independence, it made ef­
forts to restore indigenous cultural traditions and to make 
Uzbek the official language of government and commerce. 
Many mosques (places of worship) and madmssas (religious 
schools) that had been closed or destroyed during the So­
viet period were allowed to reopen. During the early 1990s, 
the Uzbek government even allowed the construction of 
hundreds of new mosques and madmssas throughout the 
country. President Karimov made significant concessions to 
what were perceived as regional differences by allowing 
greater local autonomy at the level of the bolzim (provincial 
governor). 

Likewise, in the early stages of post-Communist transi­
tion, government industrial policy succeeded in limiting 
unemployment, albeit at the expense of factory efficiency. 
The government's agricultural policy dismantled the So­
viet-era farm monopoly through privatization but retained 
stringent state control over pricing and marketing of key 
agricultural products such as cotton. The government's pro­
tectionist monetary controls discouraged capital flight but 
also hobbled foreign investment and discouraged entrepre­
neurial activity. And the government's efforts to increase 
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the discretion of the holzims led to fears in Tashkent that 
regionally based clans were wresting control from Tashkent 
and threatening one another. 

As government economic controls proliferated, the po­
tential for corruption grew, and many enterprises found that 
intluence over government regulators was a more important 
ingredient of business success than enterprise efficiency. 
Uzbekistan's economic strategy left many citizens, particu­
larly those in rural areas, in increasingly difficult economic 
circumstances. Economic distress, coupled with income dis­
parities by region, clan, and social position, led to criticism of 
Karimov's "Uzbek path." As criticism grew, the government 
expanded its control over the media and eventually created a 
situation that some observers have described as being more 
tightly controlled tl1an during tl1e Soviet period. 

Toward the mid-l 990s, a significant political opposition 
had emerged, fueled by popular dissatisfaction with stagnat­
ing incomes, excessive government intervention in the 
economy, and tl1e dearth of opportunities for meaningful 
participation in public affairs. As the government consoli­
dated political control with heavy-handed methods, political 
opponents eitl1er left the country or went underground. They 
viewed President Karimov, a first secretary in the Commu­
nist Party during the Soviet period, as a holdover from a 
period offoreign occupation. Many underground opponents 
were drawn to Islam as a natural counterforce to the 
government's secularism. When the government began to 
fear that its opponents were attempting to shield tl1emselves 
by cloaking their opposition in the garb of Islam, it began a 
series of campaigns to isolate and neutralize opponents of 
the regime by branding tl1em as criminals and "Wal1habists "­
tl1at is, Islamic political fanatics. 

By the late 1990s, small but resourceful and ruthless 
groups of revolutionaries had taken up arms in opposition 
to the government. Carrying forth the banner of a revolu­
tionary Islamic ideology imported from the Afghan and 
Chechnya conflicts, the rebels invoked the idea of jibad and 
proclaimed the cause of establishing a Central Asian caliph­
ate reaching from China's Xinjiang in the east to Chechnya 
in the west. The insurgents drew heavily for financial sup­
port from Afghanistan, the Middle East, and the lucrative 
Central Asian opium trade. Basing their operations in Af­
ghanistan and remote areas along Uzbekistan's borders with 
Tajikistan and Kyrgyzstan, the rebels began open efforts to 
overthrow the Uzbek government. Following a series of 
bombings in the Uzbek capital city ofTashkent in February 
1999, the government accused the most visible group of 
opponents, who had adopted the name the Islamic Move­
ment of Uzbekistan (IMU), of an attempted coup. It then 
intensified efforts to apprehend all rebels, extremists, and 
terrorists. Following armed incursions by insurgents in sum­
mer 1999 and summer 2000, the Uzbek government re­
doubled its efforts to contain political opposition and drew 
together the criminal justice system, the military, and the 
security services in launching a broad assault against do­
mestic opponents. 
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The government counterinsurgency campaign cast a 
wide net and ensnared the regime's legitimate and illegiti­
mate opponents alike, and international human rights or­
ganizations reported numerous cases of civil rights violations. 
Although the government would not offer authoritative fig­
ures on the number of individuals caught in the antiterror­
ist dragnet, third parties have given an indication of the 
scale of the detentions. Uzbek human rights activists esti­
mated the number to be as high as 7,600. Journalists esti­
mated the number to be as high as 6,000. The U.S. State 
Department estimated that by the end of 2000, well over 
5,000 persons were in prison as a result of the crackdown. 

During the first part of 200 I, the Uzbek government 
came under growing criticism from domestic and foreign 
human rights organizations for its treatment of dissidents 
and opponents. They argued that Uzbek citizens were pre­
vented from exercising their right to change their govern­
ment peacefully and alleged that the government was aware 
of, and may have even sanctioned, extrajudicial executions 
of detainees. As the criticism mounted, major international 
financial institutions also applied increasing pressure on the 
country to adopt reforms that would spur trade and invest­
ment and reduce the effects of the restrictive state economic 
bureaucracy. The Uzbek government proceeded cautiously, 
though, continuing to tear a loss of political control. By 
mid-2001, the conflicts between the government and the 
opposition had become the most significant feature in 
Uzbekistan's political and economic life. 

Even as the Karimov government came under increas­
ing criticism for its human right!> record in the late 1990s, 
major international organizations and leading foreign gov­
ernments were seeking to enlist its support for efforts to 
isolate and neutralize threats of political instability that were 
emerging from Afghanistan. The U.S. and Russian govern­
ments jointly sponsored United Nations Security Council 
Resolution 1267 in October 1999 and Resolution 1333 in 
December 2000, both of which imposed economic sanc­
tions on Afghanistan. The resolutions demanded that the 
country's Taliban government take steps to curtail the opium 
trade, close Afghanistan's terrorist training camps, and turn 
over suspected terrorist Osama bin Laden for trial. Ry au­
tumn 2001, a truly complex situation had emerged. The 
Uzbek government, appealing for greater international co­
operation in the struggle against terrorism, was receiving 
increasing support from foreign governments and interna­
tional organizations. 

The September 2001 terrorist attack on the United 
States transformed the situation. Uzbekistan, situated due 
north of Afghanistan, was seen by leading international or­
ganizations and foreign governments as a country whose 
record on governance and human rights should be viewed 
within the full spectrum of diplomatic values. In his na­
tional address on September 20, U.S. President George W. 
Bush expressly identified Uzbekistan's IMU as contribut­
ing to Osama bin Laden's al-Qaeda terror network. For its 
part, Uzbekistan pledged support for the antiterror coali-

tion and announced that it would permit the use of its 
Khanabad airbase as a staging ground fix allied military 
operations in northern Afghanistan. The swift military suc­
cess of the antiterrorist campaign in displacing Taliban fight­
ers had immediate implications for Uzbekistan. First, many 
!MU fighters were killed or taken as prisoners of war, and 
Uzbekistan's organized political opposition was therefore 
virtually eliminated. Second, Uzbekistan came to be seen as 
a major staging area for the massive postcontlict reconstruc­
tion effrxts planned for Afghanistan. 

Skeptical observer!> teared that the Uzbek government 
would be emboldened by the new situation to demonstrate 
even lc!>s respect for political rights and civil liberties. And 
tearing that the international community would turn .1 blind 
eye to the problem, critics warned that the antiterror cam­
paign was cloaking human rights abuses. They also pointed 
out that the U.S. State Department's annual Report 011 In­
ternational Rcl(!Jious Freedom, which was released on Octo­
ber 26, 2001, referred to the Uzbek government's "harsh 
campaign against unauthorized Islamic groups it suspected 
of anti-state sentiments or activities." However, the report 
stopped short ofidentif)1ing Uzbekistan as a country of"par­
ticular concern" with respect to religious freedoms-a cat­
egory that would set aside Uzbekistan as subject to sanctions. 

Critics also saw ominous signs in the fact that the 
Uzbekistan government pressured the Czech Republic to 
arrest Muhammed Salih, a prominent Uzbek dissident, on 
an Interpol extradition warrant as Salih entered a Prague 
airport in November 2001. Salih, who had unsuccessfully 
challenged Karimov in Uzbekistan's 1991 presidential elec­
tion, had been subject to such political persecution in 
Uzbekistan that he Hed the country in 1993 and eventually 
found political asylum in Norway. In 1999, Salih was ac­
cused by Uzbek authorities of playing a role in the bomb­
ings in Tashkent. In 2000, an Uzbek court tried Salih in 
absentia and found him guilty of the charges. Salih has de­
nied any connection to the Tashkent events. On December 
14, 2001, Czech authorities decided not to recognize the 
extradition warrant and released Salih from custody, but 
only after a significant lobbying effort by international hu­
man rights organizations. 

Some observers saw the events of2001 in Central Asia 
as a new opportunity for Uzbekistan to recommit itself to 
the goals of post-Communist reform. As a Los Angeles Times 
editorial observed in December, "Karimov is more secure 
now and should allow a free press, legitimate opposition 
political parties and the unrestricted operation of human 
rights groups." But there were also signs that the lessons 
drawn by Uzbekistan's leadership might be just the oppo­
site. Uzbekistan's critio noted, for example, that 
Uzbekistan's legislature voted overwhelmingly in Decem­
ber in favor of holding a referendum in January 2002 to 
determine whether to extend Karimov's term in office from 
2005 until 2007 for the purpose of"extending democracy." 

Critics of the Uzbek government also viewed the 
counterinsurgency measures as adding to the potential for 



greater militancy and instability. Exccssi\'c measures, warned 
the International Crisis Group, were likely to increase the 
"potential for civil unrest as driven by the twin prongs of 
severe political repression and economic despair." Another 
observer, Protcssor Charles Fairbanks of Johns Hopkins 
University, noted that a campaign against its citizens might 
make the government's "own nightmares come true by iden­
tifying Islam with political dissidence, thereby channeling 
antigovcrnment teeling into politicized Islam." Likewise, 
as a New Yorll Ttmcscditorial opined as early as August 2001, 
"Uzbekistan is leading a region-wide crackdown on all forms 
of Islam that arc not state controlled-repression that is 
driving entire villages into opposition and forcing religion 
underground. An Islamic guerrilla movement seeks to es­
tablish an Islamic state in Uzbekistan, but its 1,000 or so 
fighters are mainly active when the snows blocking the 
mountain passes between Kyrgyzstan and Uzbekistan melt 
each August. Far more dangerous is the crushing response 
of Islam Karimov, Uzbekistan's authoritarian president." 

DEMOCRATIZATION 

1997 
6.25 

1998 
6.50 

Political Process 
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6.50 
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6.75 
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6.75 

The electoral process in Uzbekistan is carefully controlled 
and guided by the government. The country's most recent 
elections to the 2SO-seat unicameral Oliy Majlis (Supreme 
Council) took place on December S, 1999. Proponents of 
genuinely opposing political agendas played no role. The 
Supreme Council is not considered a professional assembly. 
It is convened only four times a year for brief periods to 
pass legislation that has been prepared by parliamentary 
committees or by agencies of the executive branch. 

The 1999 elections were governed by the Law on Par­
liamentary Elections, which was adopted on December 28, 
1993, and amended on December 26, 1997, and again on 
August 19, 1999. The right to nominate candidates was 
reserved to registered political parties, the provincial legis­
lative councils, and the Parliament of Karakalpakstan. Po­
litical parties were required to satisfy the additional condition 
that they had registered with the Ministry ofJ ustice no less 
than six months prior to the election and had collected 
S0,000 signatures in support of the party's participation in 
the election. 

The 1997 law also extended the nomination right to 
citizens who organize in groups of 100 or more from a 
single electoral district to nominate a candidate. In addi­
tion, in response to criticism that the top-down nomina­
tion process stifled initiative, a Center for Support of 
Independent Candidates was registered as an NGO with 
the goal of assisting independent candidates with the for­
mation of citizen initiative groups, the registration process, 
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and the campaign. Qualified to stand as parliamentary depu­
ties are members of the government (with the exception of 
ministers and the prime minister), judges, and staff of the 
prosecutor's office. However, members of the government, 
with the exception of /Jollims, must relinquish their official 
positions to take a seat in the Supreme Council. 

An election is considered valid if more than SO percent 
of the electorate participate and if the winning candidate 
receives a clear majority of the vote in his or her constitu­
ency. Otherwise, a runoff election must be held. For the 
1999 elections, a total of 12,692,202 voters were regis­
tered to take part. Turnout on election day was 12,061,266, 
or slightly more than 9S percent. In 184 constituencies, 
one candidate received more than SO percent of the vote 
during the first round and was elected to Parliament. ln 66 
constituencies, no candidate was elected during the first 
round. Runoff elections in those constituencies took place 
on December 19, 1999. 

International organizations and observers found the 
1999 parliamentary elections to be seriously flawed. The 
Ministry ofJustice limited freedom of association by deny­
ing registration to nongovernmental organizations and po­
litical parties that criticized state authorities or state policy. 
Freedom of assembly was limited by a Soviet-era decree that 
permits only indoor public meetings and demonstrations, 
and then only with the prior consent of authorities. The 
electronic and printed media were subject to censorship and 
to obstacles in securing licenses and registration. The next 
parliamentary elections arc scheduled for December 2004. 

Uzbekistan's first postindependence presidential elec­
tions took place on December 29, 1991, when Islam 
Karimov defeated Muhammed Salih of the opposition party 
Erk by a margin of 86 to 14 percent. Restrictions on 
preelection rallies, the dissemination of information, and 
media attention for Salih's campaign raised questions about 
the fairness of the election. The country's postindependence 
Constitution, which was ratified in December 1992, limits 
presidents to two consecutive terms. On March 26, 1996, a 
referendum was held to extend President Karimov's term 
in office until the year 2000. lt passed with over 99 percent 
voter turnout and with 99 percent of the vote in favor of 
the extension. The Supreme Council rejected Karimov's 
suggestion that the extension be considered his second term. 
As a consequence, Karimov was eligible to run for reelec­
tion in 2000. 

There is even speculation that technically the 2000 presi­
dential election could be considered Karimov's first term, 
given that the 1991 election occurred before the adoption 
of the current Constitution. This interpretation would al­
low Karimov to stand for reelection in a second term in 
200S. The extension ofKarimov's term in another referen­
dum, which is scheduled for early 2002, would push this 
second election date to 2007. 

Uzbekistan's last presidential election was held on Janu­
ary 9, 2000. The total number of registered voters was 
12,746,903. The total number voting was 12,123,199, or 
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95 .10 percent of electorate. K.uimov received l l ,147 ,621 
votes, or 91.90 percent. Karimov's opponent, Abdulhafiz 
Dzhalalov, won 501,161 votes, or 4.17 percent. Leading 
international organizations refosed to send observers, and 
the elections were widely regarded a~ neither free nor fair 
and as a travesty of democratic process. 

As the numbers suggest, voter turnout in Uzbekistan 
elections is exceptionally high . However, this high rate re­
flects not the nation's commitment to the political process, 
but, rather, the ceremonial qualities of its elections. That is, 
elections are seen not as a plebiscite on public policy choice, 
but as an opportunity to demonstrate patriotism. Manipu­
lation, coercion, falsification, and other factors also suggest 
that the figures are inflated . 

The basic regulatory instruments that set the ground 
rules of political competition include the Law on Elections 
to the Supreme Council, the Law on the Central Election 
Commission, the Law on Political Parties, and the various 
laws regulating the mass media. The key is the nomination 
process, which the government carefully monitors and con­
trols through the activity of the electoral commissions. The 
Central Election Commission (CEC) is a 14-mcmber board 
established by Parliament on the advice of the president. It 
is responsible for oversight of the nomination process, cam­
paigns, and the organization of the election. Campaign fi­
nancing is also under its purview. 

The People's Democratic Party (HDP), the successor 
to the Communist Party, is the dominant party. It explicitly 
supports the president and the government. Other political 
parties include the Fatherland Progress Party (Wf P), the 
Adolat Social Democratic Party, the Democratic National 
Rebirth Party, and the Self-Sacrificers Party. In 1996, 
Karimov withdrew from the National Democratic Party of 
Uzbekistan, claiming that the president should be above 
partisan politics. 

The Ministry of Justice has not allowed the Islamic 
Renaissance Party and Adolat (not to be confused with the 
Adolat Social Democratic Party) to register on the grounds 
that they do not comply with the constitutional mandate 
on the separation of church and state or with the Septem­
ber 16, 1996, Law on Political Parties. The Islamic Renais­
sance Party was headed by Abdulla U taev until his 
disappearance December 1992. Since that time, the party's 
leadership has remained in exile or in hiding. The parties 
Birlik and Erk have active information programs in exile. 

Provisions regulating the registration of political par­
ties severely limit the development of new groups. The 
guidelines for registering candidates favor self·recruitment 
and government manipulation. All told, Uzbekistan's elec­
tion administration fails to guarantee true independence and 
impartiality. The Law on Elections to the Supreme Council 
establishes unequal conditions for the nomination of candi­
dates, in effect creating three classes of candidates with dif­
ferent requirements. Candidates not nominated by legislative 
bodies face difficulties in collecting the required number of 
signatures unless they have the support oflocal authorities. 

They also encounter significant difficulties during the sig­
nature verification phase. 

Executive power, in particular through its local branches, 
unduly interferes with election processes. The hokims, hav­
ing both legislative and executive powers, and the hollimiats 
(executive apparatus) at regional, district, and city levels 
exercise determinative influence on the electoral process, 
including by playing a key role in the nomination of candi­
dates and the conduct of the elections. Candidates face fur­
ther impediments from the holzimiats and election 
commissions during the campaign period . Some candidates 
arc even pressured by bokimiats to withdraw from the elec­
tion in favor of other candidates. 

Party membership in Uzbekistan is difficult to gauge, 
especially if one is trying to include membership in unregis­
tered parties. The HDP claims membership between 
300,000 and 400,000 and the WrP at least 35,000 mem­
bers. These numbers arc quite possibly inflated. Member­
ship in most political organizations numbers in the low 
thousands. The existence of multiple parties in Uzbekistan 
has not led to political competition. 

1997 
6.50 
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6.50 

Civil Society 
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6.50 
2001 
6.50 
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Civil society in Uzbekistan lags far behind the standards for 
countries in similar stages of economic development. A 
"citizen-subject" orientation rather than a "citizen-partici­
pant" orientation combines with the Soviet-era tradition 
of a single hierarchical social structure to make indepen­
dent citizen initiative a foreign concept. Government­
approved NGOs arc often indistinguishable from govern­
ment-organized NGOs. And the Ministry of Justice, in 
particular, has failed to appreciate that civic organizations 
can play a critical role in establishing democratic, market­
based economies by encouraging grassroots, constituency­
based citizen involvement. 

In the early stages of national independence, a num­
ber of NGOs formed around social and political issues. 
However, the government perceived the social movement 
Birlik, the Committee to Save the Aral Sea, and Samarkand 
(an organization to assist ethnic Tajiks) as possessing po­
litical rather than social goals and denied them registra­
tion . The Human Rights Society of Uzbekistan and the 
Independent Human Rights Organization of Uzbekistan 
have attempted unsuccessfully to register. 

According to the Uzbekistan Ministry of Justice, in 
2000 there were 2,300 registered NGOs in the country. 
These groups represent a spectrum of activities ranging 
from governance (such as election monitoring) to advo­
cacy (such as women's self-help associations) to the broadly 
social (such as child health collectives). Social needs in the 
region are exceptional and urgent, especially since struc-



tural change in government processes has been top-down 
in origin and orientation. 

There arc three main types of civk organizations in 
Uzbcki~tan. The first category includes indigenous civic 
organizations that play a public service role and are endorsed 
by the Uzbek government. These NGOs include nation­
wide organizations such as the Mahalia Foundation, the 
Association of the Disabled, and the Veteran's Fund Nuroniy. 
There are also specialized organizations that focus on key 
environmental or social issues. These organizations often 
are organized at the government's initiative and receive spe­
cial privileges. 

The second category consists of so-called implement­
ing NGOs that arc sponsored by foreign donors and carry 
out the work ofidcntif)1ing and providing financial and tech­
nical support for indigenous citizen initiatives. Implement­
ing organizations include the Counterpart Consortium, the 
National Democratic Institute for International Affairs, the 
Initiative for Social Action and Renewal in Eurasia, the 
American Bar Association's Central and East European Le­
gal Initiative, and the International Foundation for Elec­
toral Systems. Each of these organizations has provided 
support for the development of indigenous NGOs in 
Uzbekistan in different ways and to varying degrees. How­
ever, they arc unlikely to develop local financial sustainability 
on the basis of revenues raised in the region. Consequently, 
when donor government assistance comes to an end, sup­
port for indigenous NGOs in Central Asia can be expected 
to diminish. 

The third category consists of organizations that arc 
directly engaged in the promotion of group or public inter­
ests by providing goods and services to their clients. Their 
activity during the period covered by this report focused on 
capacity building (training and other forms of knowledge­
based technical assistance) and "leverage grants" that pro­
vide seed capital for previously existing or incipient civic 
initiative organizations. These foreign-supported domestic 
NGOs include a wide spectrum of civic groups ranging from 
expressly political to broadly social. They include legal foun­
dations, child assistance organizations, women's rights 
groups, advocacy groups for the rights of under-represented 
portions of the population, and environmental activists. 

Zakat, or assistance to the needy, is a key tenet of the 
Islamic faith . The Moslem world has developed many mecha­
nisms for distributing largesse, including in Uzbekistan. Is­
lamic religious philanthropy has supported projects ranging 
from the construction and maintenance of mosques and 
madrassas to regional road construction. However, the true 
scope and scale of Islamic religious assistance is difficult to 
assess due to the fact that many of the financial transfers are 
informal and not transparent. 

In response to their desire to diminish the cultural and 
political influence of Russia following their withdrawal from 
the USSR, the governments of Central Asia were initially 
anxious to attract direct financial support from the Moslem 
world and to encourage the revitalization of the cultural 
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institutions oflslam. Hundreds of mosques were constructed 
in a short period of time with donated fonds. In time, the 
tensions between church and state grew in Uzbekistan as 
religious activism took on a political hue, and the govern ­
ment grew increasingly suspicious of the influence of infor­
mal Islamic investment. There are now reports that in the 
last few years, the Uzbekistan government has closed as many 
as 900 mosques. 

Overall, indigenous NGOs reported marked improve­
ment in their relations with the government in recent years . 
Groups that have succeeded in registering often acknowl­
edge that the effort was a learning process both for them 
and for the government officials who initially sought to re­
strain their activity. Taxation remains the most problematic 
side of civic activity. Tax avoidance, if not evasion, is com­
monly viewed as one of the primary motivations for indi­
viduals to engage in local NGOs. 

The NGO registration process is complicated and in­
timidating. There is a widespread assumption within the 
Ministry of Justice and the State Tax Service that not-for­
profit enterprises are merely fronts for tax evasion . There is 
also an assumption within the public order ministries that 
the NGOs are fronts for political organizations. The distri­
bution of income in contemporary Uzbekistan precludes 
many citizens from engaging in direct public interest activi­
ties. As a result, local NGOs have a keen appreciation for 
the eventual decline of foreign donor assistance. However, 
there have been few creative attempts to confront this even­
tuality. Proposals for the establishment of externally funded 
NGO support centers have been met with caution owing to 

concerns about the interference of the government (or other 
actors) once foreigners withdraw from their management 
structures. 

Trade unions exist in Uzbekistan as an instrument of 
management rather than as a vehicle for collective bargain­
ing. About 25 percent of Uzbekistan's labor force is in the 
main trade union that is under the aegis of the Ministry of 
Labor. Farmers' groups and small-business associations also 
exist but are primarily mechanisms for the dissemination of 
information rather than the promotion of group interests. 

1997 
6.50 

Independent Media 
1998 1999-2000 2001 
6.50 6.50 6.75 

2002 
6.75 

The Uzbek government exerts direct control over the 
country's print and electronic media and restricts citizens' 
access to foreign media. The scope of governmental con­
trol has stifled public criticism of authorities and engen­
dered self-censorship . A 1999 decree requires all Internet 
service providers to route connections through a govem­
ment server. 111e government maintains that the primary 
purpose of this measure is to prevent access to information 
that the government considers harmful. However, private 
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Internet providers have still increased in number by taking 
advantage of the technological ease with which they can 
circumvent the law. A recent Law on Media, adopted by 
the Uzbek Parliament in late 2000, established new defini­
tions for terrorist activity and streamlined the bureaucratic 
and legislativt: system that would be enforced in the event 
of a national emergency. The law restricts and s.mctions 
media coverage of antiterrorist and cuunterinsurgcnt ac· 
tivities by the police. 

Uzbekistan is a challenging political environment for 
the media. Government-sponsored media outlets dominate 
the delivery of information areas, and government censor­
ship, both acthe and passive, confronts independent jour­
nalists and media managers on a daily basis. This creates an 
atmosphere that chills the free expression of views and opin · 
ions and limits access to information . Majid Abduraimov, 
an Uzbek reporter who is known for his anticorruption 
writing, was arrested in June 2001 for allegedly corrupt 
practices. Likewise, an Uzbek newspaper editor who is noted 
for his willingness to challenge government censorship was 
fired the following month. 

The constraints on a free press begin with the highly 
bureaucratic annual reregistration process. In late 1999, 
Uzbekistan's licensing commission closed two of the 
country's most progressive television stations over licens­
ing issues. Station directors claim that the closures were 
politically motivated, citing their commitment to produc­
ing balanced reportage that meets international standards. 
Government officials argued that the stations were not co­
operative during the annual reregistration process. Media 
rights organizations have charged that such closures and 
manipulation of the registration process have had a chilling 
effect on independent broadcasters in an already difficult 
environment. On June 28, 2001, the Uzbek Inter-Agency 
Coordinating Committee denied a broadcasting license re­
newal to ALC, an Urgench-based private television com­
pany that was shut down in the run-up to parliamentary 
and presidential elections in Uzbekistan in late 2000. 

Uzbekistan has numerous media outlets. According to 

the Uzbekistan Ministry of Justice, the country has 477 
newspapers, 136 journals, 4 information agencies, 25 tele­
vision studios, and 2 radio studios. The nation's leading 
newspapers include Tashlmztsknya Pmpda, PmJJda Vostoka, 
Vi·cmya I My, Tosh/wit Ohhomi, Khalil Sttzi, and Business 
Vestnill Vostoka. 

The regulatory structure for the media comprises a 
number of agencies and committees that are subordinate to 
the Cabinet of Ministers. The Uzbek Agency for the Post 
and Telecommunication oversees telecommunications. The 
government recently established the Republic Radio and 
TV Industry Corporation (RTRC), which provides techni­
cal broadcasting services on contract to the state 
UzTcleRadio Company. UzTeleRadio generates about 80 
percent of RTRC's revenues. All programming is taped, 
because the government prohibits live broadcasts . 
Uzbekistan has an equally challenging economic environ-

ment for private media outlets. Low advertising income re­
sult~ in unfair competition because the private organiza­
tions struggle to maintain the technic.il standards o f the 
government organizations. 

Uzbekistan's newspaper distribution system remains 
under government control. There are several minor inde­
pendent papers, particularly in Tashkent, that have limited 
circulation and arc available at some kiosks. These tend to 
be business-oriented papers. On occasion, illegal papers 
published by opposition groups in exile, usually in Moscow 
or Istanbul, find their way into the country. Empowered by 
a decree of the Cabinet of Ministers entitled Preservation 
and Secmity of Independent Radio Broadcast Stations, the 
State Communication Inspection Committee carries out 
annual checks of media organizations. 

Enshrined in the 1997 Law on Media, libel and public 
defamation of the president arc subject to financial penalty 
and possible imprisonment. The law also specifies the re­
sponsibilities and obligations of journalists. The Uzbek gov­
ernment has criticized foreign journalists, principally 
Russia-based journalists, for reporting libelous stories, and 
it has either pressured them to leave the country or prohib­
ited the distribution of their papers. This has especially been 
the case for journalists from NeznPisimaya Gazcta, lZl'estiia, 
and lnterfax. 

Laws and guarantees do not protect the independence 
of the media but, rather, have the effect of using media as 
an instrument of state policy. Political pressures and con­
trols over the media arc considered pervasive. Economic 
conditions reinforce the media's dependence upon the state, 
and repressive state actions, including the use of physical 
violence, have been reported. Freedom House's 2001 An­
nunl S111·11ey of P1·css Freedom placed Uzbekistan's treatment 
of the media in the "Most Repressive" category. 

Governance and Public Administration 
1997 1998 1999-2000 2001 2002 
6.00 6.25 6.25 6.00 6.00 

Uzbekistan's Constitution divides power among th ree 
branches of government. The president directs the execu­
tive branch. The Supreme Council, as legislature, is a non­
professional body that does not seriously manage the affairs 
of state. Legislative drafting takes place outside the delib­
erative process and is exclusively under the control of the 
executive branch. Uzbekistan's judiciary consists of a three­
tiered system that includes the Constitutional Court, the 
Supreme Court, and the commercial court. The Constitu­
tional Court has a mandate to exercise judicial review, but it 
does not do so in practice. The Constitution provides for 
civilian control over the military and vests this power in the 
office of the president. A civilian, Kadyr Gulyamov, replaced 
Lieutenant-General Yuri Agzamov as minister of defense 
on September 29, 2000. National Security Council Secre-



tary MirJkb.u R..1khmankulov explained that the appoint­
ment sought to "establish civilian control over military srruc­
tures within the state." 

The president's executive powers arc extensive. Among 
these are the right to frmn a government; direct the gov­
ernment; Jppoint and dismiss the prime minister and cabi­
net ministers; appoint and recall diplomats; establish and 
dissolve minbtries; appoint and dismiss the procurator-gen­
eral and hi!> deputies; nominare appointees to the Constitu ­
tional Court, the Supreme Court, and the board of the 
central bank; appoint and di!>miss judges of regional, dis­
tricr, city, and arbitration courts; appoint and dismiss holli111s 
(the highest executive officers in the provincial regions) fi.)r 
violations of the law; suspend or repeal the Jct!> of hold ms; 
sign all laws of the Supreme Council or return them for 
reconsideration; declare states of emergency; serve as com­
mander in chief of the armed frHccs; declare war; award 
orders and medals; rule on matters of citizenship; issue 
amnesties and pardons; and appoint and dismiss heads of 
the national securiry service. The president enjoys "personal 
immunity" from prosecution. Parliamentary deputies also 
enjoy immuniry but arc subject to parliamentary sanctions. 
No such restriction is placed on the president's immunity. 
After state service, the president becomes a lifetime mem­
ber of the Constitutional Court. 

Uzbekistan's three-tiered judicial system is subordinated 
to the Ministry ofJ us ti cc. The court system is funded from 
the state budget. In order to avoid partisanship, no judge 
may belong to a political party. The procurator's office rep­
resents the prosecutorial arm uf the justice system and is 
responsible for enforcing public observance of the laws. 
Procurators arc appointed by the president and are restricted 
from any political or parry activity during their period of 
service. There arc local and neighborhood conflict resolu­
tion committees called Mahalia, which reportedly function 
effectively at the local level, particularly in rural areas. 

Chapter 17 of the Uzbek Constitution outlines the 
powers of the Supreme Council, calling it the political au­
thority of the country. The Supreme Council is charged 
with initiating and passing legislation as well as executing 
policies through committee work. It meers on a regular 
basis-four times a year plus special sessions-and has both 
public and closed sessions. Since the president holds similar 
authoriry, the actual powers of the legislature are put to 
question. In addition, the legislature spends mosr of its ses­
sions discussing and passing presidential proposals and de­
crees, again suggesting that it is not the legitimate 
rule-making body of Uzbekistan. 

In terms of territorial organizations, Uzbekistan has a 
centralized political system of government in which ulti­
mate authoriry rests at the national level. Within this sys­
tem, there are 12 11eli_-vats(provinces), 1 autonomous region 
(the Autonomous Republic of Karakalpakstan ), and 1 city 
government (in the capital city of Tashkent). The president 
has the power to appoint and dismiss hokims. All policies 
made and enforced at the Pcliyat level must comply with 
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national laws. This ;tlso holds true for policies made and 
enforced in Karakalpakstan. Holli ms scn-c at the pleasure of 
the president. In turn, local officials serve at the pleasure of 
rhc holdms. ln 1997 alone, more than half of the region;tl 
/}()/li11ts were dismissed for a variety of reasons, usuallv ow­
ing to poor harvest figures from their respective 11c/i)•f1ts. 
Subnational political institutions below the Pcliyat level arc 
considered not parr of the government as such, but as a 
sphere of so-called local wntrol. 

The most important administrative change in recent 
years was the revitalization of an .lllcicnt institution, the 
Mahalia, following an April 1999 decree by President 
Karimov. According to Uzbek legislation and tradition, the 
Mahalia arc mechanisms of local self-rule and arc not con­
sidered part of the government. In 1999, the Uzbekist,10 
government shifted greater emphasis to local public order 
activities by adopting a communiry-based approach to law 
and order. The plan's novelry lies in irs intensification of 
preventive measures in local communities and residential 
areas. This work is carried out by "prevention inspectors," 
local officials who combine the duties of a neighborhood 
police officer, a public health inspector, and a Good Sa­
maritan. In a short period of time, these organizations have 
obtained a level of autonomy that has not been known for 
many years. 

The public financial system is unitary. Vcliyat and mu­
nicipalities are responsible for the collection of government 
revenue (taxes and other mandatory payments), but expen­
diture decisions arc made at the national level. Very few 
categories of legitimate subnational revenues are available 
to local officials for policy programming. On the other hand, 
local officials wield exceptional interterence powers. That 
is, lower-level bureaucrats, firms, and private parties that 
do not see eye to eye with local political officials find it 
difficult to acquire the necessary government approvals, li­
censes, or permits to carry out their activities. Official gov­
ernment positions are highly sought after. Institutions such 
as the Academy of Public Administration provide profes­
sional training in the theory and practice of government. 
However, government officials are still not selected on a 
meritocratic basis. 

RULE OF LAW 
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The preamble of Uzbekistan's Constitution, which was 
adopted on December 8, 1992, notes that one of the prin­
cipal goals of the people of Uzbekistan is to "create a lm­
mane and democratic rule of law." The Constitution 
guarantees freedom of speech, assembly, and religion, as 
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well as the right to express one's national heritage. Accord­
ing to a poll conducted in 2000 by Izhtimoiy Fikr, a gov­
ernment-sponsored public opinion center, on the topic 
"Uzbekistan-Our Common Home," 87 percent of the 
population believe that the rights and freedoms of Uzbek 
citizens are protected regardless of their nationality or reli­
gion. Every second rcc;pondent thought that the individual's 
rights were fully observed. Less than 5 percent of the re­
spondents reported that their constitutional rights and free­
doms were not observed. However, opinion polling of this 
kind must be viewed with a skeptical eye. In closed societies 
such as Uzbekistan, people arc prone to self-censorship. 

Uzbekistan's judiciary consists of the Constitutional 
Court, the Supreme Court, and the Supreme Economic 
Court of the Republic of Uzbekistan, in addition to the 
Supreme Court and the arbitration court of the Autono­
mous Republic of Karakalpakstan. Judges of these courts 
are elected to five-year terms. The judicial branch also in ­
cludes regional, district, town, city, and arbitration courts 
whose judges are appointed for terms of five years. 

In theory, the judiciary is independent; in practice, how­
ever, its capacity to function as an independent branch of 
government is limited. Although the Constitution describes 
the legislature as the highest organ of power, in fact the 
country has a unitary "presidential form of government." 
The branches of government are neither coequal nor bal­
anced, and the executive branch is dominant in virtually all 
matters. The president acts as the "head of state and execu­
tive authority" in the republic, and there are no meaningful 
lower tiers of independent authority. 

According to Chapter 22, Article 116, of the Constitu­
tion, all defendants are entitled to legal assistance. A num­
ber of opposition figures, including Shukhrullo Mirsaidov, 
the former vice president of Uzbekistan, have been con­
victed of crimes. Although many of President Karimov's 
opponents have received amnesties, their criminal records 
remain, technically disallowing their possible candidacies for 
high public office. A new law regulating the courts was 
passed in 2000. 

Uzbekistan's current criminal code was adopted in 1994 
and initially included 13 articles that envisage capital pun­
ishment. In 1998, 5 of these articles were removed. In Oc­
tober 2001, the government announced that it had amended 
the criminal code again to narrow the range of crimes pun­
ishable by the death penalty from eight to four. The death 
penalty now applies only to first-degree murder and terror­
ism. The government also announced a reduction in prison 
terms and an increase in the number of offenses punishable 
by fines rather than prison sentences. 

The government enforces criminal law energetically. At 
the same time, President Karimov has sought to present 
himself as a gracious and forgiving leader by issuing amnes­
ties to prisoners on a periodic basis. For instance, prior to 
his June 1996 visit to the United States, he released more 
than 80 prisoners, including 2 political prisoners. In Au­
gust 2001, more than 400 Uzbek women whose relatives 

have been convicted of belonging to the outlawed Islamic 
organization Hizb-ut-Tahrir appealed to the president to 

include their relatives in a forthcoming amnesty. At a ses­
sion of the Supreme Council in August 2001, President 
Karimov urged parliamentarians to pass an amnesty in com­
memoration of the 10th anniversary of Uzbekistan's decla­
ration of independence. Most female convicts, invalids, 
persons suffering from serious diseases, men over age 55, 
foreign nationals, and persons who were minors at the time 
of their sentencing will be eligible for release, with the ex­
ception of those convicted of murder, terrorism, drug traf­
ficking, or crimes against the Constitution. The amnesty 
was announced on August 22, and approximately 1,000 
people are expected to qualify. 

Search warrants are authorized and issued by provin­
cial or local militia. There have been no successful challenges 
to the legality of such warrants. Reports continue to appear 
of prisoners being beaten and abused while in custody. 
Whether these are anecdotal accounts or official reports from 
the U.S. Department of State, Human Rights Watch, or 
Amnesty International, it is dear that abuse remains a chronic 
problem in Uzbekistan's prisons. 

Chapters 7-10 of the Constitution list a wide range of 
freedoms, including the right to assembly, free speech, reli­
gion, due process, ownership of property, and gender and 
ethnic equality. However, Chapter 11 provides that indi­
vidual rights shall be interpreted within the context of the 
greater interests of the state. Chapter 12 also guarantees 
the right to engage in business and commercial activity and 
protects private property rights. Economic rights, as out­
lined in the Constitution, are of particular importance be­
cause the government continues to entice foreign investment 
to Uzbekistan. 

In November 2000, the U .S. House of Representatives 
expressed concern over human rights violations and the use 
of terrorism in Uzbekistan as a pretext for political repres­
sion. It urged the Uzbek government, which was "engaged 
in military campaigns against violent insurgents . .. to observe 
international law regulating such actions, to keep civilians 
and other noncombatants from harm, and not to use such 
campaigns to justify further crackdowns on political oppo­
sition or violations of human rights commitments." 
Throughout 2001, the government committed serious civil 
rights abuses. Testimony indicates that security forces tor­
tured, beat, and harassed suspects. They also arbitrarily ar­
rested or detained pious Muslims and other citizens on false 
charges, frequently planting narcotics, weapons, or forbid ­
den literature on them. 

On February 28, 2001, the well-known writer Emin 
Usman died in an Uzbek detention cell. Upon learning of 
the death in July 2001 of Shovruk Ruzimuradov, another 
detained human rights activist and former member of the 
Uzbek Parliament, a U.S. State Department spokesperson 
expressed "deep concern about the violation ofinternational 
conventions outlawing torture and extra-judicial execution." 
In June 2001, the International Helsinki Federation pub-



lished a report that noted a serious escalation of violations 
of basic human rights in three Central Asian states: 
K.'lZakhstan, Kyrgyzstan, and Uzbekistan. 
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There is separation of public and private roles in Uzbekistan, 
but the lines tend to be drawn on an ad hoc basis. The 
president withdrew from party participation, citing the need 
to maintain a separation of powers and noting that it would 
be inappropriate for a sitting president to also influence party 
competition. Other major officials may not play a role in 
politics, either, and lobbying is considered illegal. However, 
these superficial rules do not relate well to a political cul­
ture that rests, above all, on personal interactions. 

Since medieval times, government positions have been 
sold, rather than earned, in certain parts of Central Asia. 
Although it might seem backward that a person has to pay 
in order to receive a job, in fact this could be economically 
rational. Many government positions carry high prestige, 
and public officials can earn incomes with which to pay their 
superiors by levying "extra" taxes, fines, and service fees. In 
Central Asian cities, this has always been considered a stan­
dard practice. The practice is alive and well today and con­
stitutes a drain on the efficiency and equity of government. 
As one observer has noted, "At almost every level of gov­
ernment, 'extra' rates and tariffs are set for otherwise free 
services, and no query can be resolved without under-the­
table cash . The mechanisms that were created to cope with 
corruption do not punish the wrongdoers but only serve to 

eliminate the undesirables." 
The Uzbek government has undertaken a number of 

initiatives to respond to negative reporting on the preva­
lence of official corruption. In September 2000, it an­
nounced an analysis of investigations concerning 11,430 
cases of customs violations by businesspeople. This number 
included 9,300 cases of organizations and 176 cases of in­
dividual officials who had committed violations. Of these 
cases, 1,319 involved smuggling or drug trafficking. A cus­
toms whistle-blower hot line was established in 2000. 

The bureaucratic burden of maintaining strict currency 
controls can be expensive and unavoidably creates an unfa­
vorable climate for trade. A policy of overvaluation creates 
a rationale for extending police sanctions even to the extent 
of replacing the goal of public safety with that of regulating 
private behavior. It can give rise to an incentive structure in 
which private parties have an interest in avoiding or evad­
ing the legal framework through various forms of side pay­
ments and inducements. An overvalued currency also can 
be expected to lead to the depletion of foreign reserves. 
This, in turn, can bring about pressures for severe import 
restrictions and, eventually, the collapse of the free trade 
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policy. Transparency International's 2001 Corruption Per­
ceptions Index measures the perceptions of corruption ac­
cording to businesspeople, risk analysts, and the general 
public. The values on the index range between 10 (highly 
dean) and 0 (highly corrupt). Uzbekistan, with a score of 
2.7, ranked 74th out of91 countries in the index. 
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Since gaming independence in 1991, Uzbekistan has 
adopted an economic policy characterized by a reliance on 
administrative measures and extensive government regula­
tion. In 1999, buoyed by an upturn in foreign exchange 
from exports of its key commodities-cotton and gold­
U zbekistan 's economy made some progress with growth in 
GDP at a respectable 4 .4 percent. At the same time, 
Uzbekistan's foreign trade contracted by 25 percent and 
foreign debt increased by 20 percent. Uzbekistan's foreign 
debt amounted to over $4.5 billion in 1999. Currency re­
strictions had the effect of reducing exports, discouraging 
foreign direct investment, and leading the government to 
borrow heavily. During 2000 and early 2001, inflation and 
the true devaluation of the som, Uzbekistan's national cur­
rency, continued to erode citizens' real earnings. Uzbekistan 
ranked 99th out of the 162 countries rated in the United 
Nations Development Program's 2001 Human Develop­
ment Index. 

Major international financial institutions have encour­
aged Uzbekistan to reduce government subsidies in agri­
culture, improve its currency arrangements and banking 
system, and improve its climate for foreign investment and 
savings. However, the government has been hesitant to 
abandon many of the existing subsidies. The government 
monopsony on agricultural purchases for cotton has been 
limited in law but continues to be powerful in practice. In 
2001, the Uzbek Ministry of Agriculture and Water Re­
sources planned for the purchase of2.3 million tons of grain . 
Farmers unwilling to sell at state prices were informed that 
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they wm_1ld face mandatory sanctions. Uzbckist•lll 's most 
successful joint venture, Daewoo's Uzbek subsidiary, 
UzDaewoo, employs about 3,000 workers in its car factory 
in the eastern Ferg;ma valley. The plant produces 60,000 
cars a year and is Uzbekistan's most prized foreign invcst­
me nt project. 

l'ri\•,nization legislation was passed during the So­
viet period, but it was not widely implemented in 
Uzbcki11tan. After independence, the Uzbek government 
established a basic framework for private property rights 
and privat1: commercial J.ctivity. The St.i.te Propert)' Com­
mittee (SPC) was created by presidential decree in Feb­
ruary 1994 and was given responsibility for maintaining 
state property, developing a leg.i.1 framework for 
privatization, managing the state's shares in joint equity 
stock companies, and deciding on the forms of denation­
.ilization and privatization. SPC regul.1tions define a prop­
erty as privatized if it has been reconfigured as a joint 
stock compan)', regardless of the ownership of the shares. 
Consequently, a joint stock company, 100 percent of the 
shares of which arc owned by the government, is consid­
ered a privatized company. In addition, since privatization 
has not had a substantial effect on actu.i.l management or 
financial pr.1ctice in many enterprises, estimates of the 
portion of property in private hands may be somewhat 
misleading. 

Uzbckistan 's national tax system is centrally admin­
istered but implemented locally at the Pcliyat level. The 
Supreme Council adopted the nation's tax code in April 
1997, and the law took effect on January 1, 1998. Bank­
ing reform originated with the creation in July 1995 of 
the Banking Association of Uzbekistan (BAU), a sclf­
rcgulating organization for the banking sector. In No­
vember 1995, the Cabinet of Ministers delegated to the 
BAU responsibility for conducting the National Banking 
Sector Development Program . Enterprises, organizations, 
and the gowrnment dominate deposits in Uzbekistan's 
banks. Private citizens hold less than 2 percent of bank 
deposits. This reflects low citizen confidence in the bank­
ing system and the suspicion that bank deposits may be 
subject to review by government officials. To increase 
the savings rate, the government adopted an initiative in 
September 2000 to guarantee secrecy of deposits and 
protect sa\'ings. The measure requires banks to process 
transactions in both cash and noncash forms and to give 
cash to depositors on demand . 

Uzbekistan left the ruble zone in 1993 when it in­
troduced a temporary currency, the som coupon. The 
Uzbek som, valued at four to the U .S. dollar, was offi­
cially introduced as a tradablc, though not fully convert­
ible, currency in 1994. In 1996, in connection with a 
shortfall in foreign reserves, the Ministry of Finance im­
posed a system of import contract registration. The goal 
of the system was to ensure that scarce foreign currency 
was used primarily to import capital rather than buy con­
sumer goods, particularly luxury items. However, in prac-

rice tht: system severely limited the availability of foreign 
exchange for all sectors ofthc economy and retarded eco­
nomic activity. In subsequent years, the Ministry of Fi­
n.ince acted periodically to make the system even more 
rigorous .1s foreign currency reserves continued to 
dwindle . 

According to the policy, individuals and firms could 
purchase and sell lurd currency only through exchange 
booth11 operated by four legally recognized banks. The 
policy had the eftCct of creating multiple foreign currency 
exchange rates. Government-licensed firms were entitled 
to buy foreign currency J.t the overvalued government 
rate, while nonlicensed firms and individuals were re­
quired to buy at a commercial rate. This gave govern­
ment-preferred firms a great advantage, making windfall 
profits possible on currency transactions .i.lone. A black 
market rate for the som quickly emerged. Although the 
black market, or "curb," rate varied, at some points it 
was four timcs the official rate. 

International donor organizations urged Uzbekistan 
to rethink its currency policies. The International Mon­
etary Fund, which Uzbekistan joined in 1992, suspended 
credits to Uzbekistan in November 1996 as a result of 
the country's adoption of the overvalued, artificial cur­
rency exchange rate. Since that time, the IMF has con­
tinued to work with the country but has restricted its 
assistance to technical counsel . The IMF urged the gov­
ernment of Uzbekistan on repeated occasions to aban­
don the artificial exchange rate. 

In 1999, Karimov announced that the som would be 
fully convertible as of January 1, 2000. In 2000, the gov­
ernment then devalued the official exchange rate for gov­
ernment transactions by about 50 percent, set the Uzbek 
som at 23 I to the U.S. dollar, and established a system 
for regular weekly modifications of official and commer­
cial exchange rates based on market factors . On Novem­
ber 1, 2001, the government devalued the official 
exchange rate for all fiscal transactions in an effort to 

fully free the som. The official rate was set at 680 som to 
the U.S. dollar. International financial institutions im­
mediately praised the Uzbek government for this step to 

case the country's monetary policy. 
The Uzbek Republican Stock Exchange was estab­

lished in March 1994 by a presidential degree. Other stock 
markets include the Tashkent, Bukhara, Namangan, 
Samarkand, and Ferghana exchanges. These markets pro­
vide a platform for trade in commodities and financial in­
struments. The Uzbekistan Center for Regulation of the 
Securities Market oversees public trading and reviews pro­
spectuses from firms that want to make public offerings. 
The legal framework provides for trade in joint stock com­
pany securities, government bonds, corporate bonds, and 
promissory notes. As of May 2000, the volume of trading 
on the Uzbek Republican Stock Exchange and the regional 
exchanges totaled 26.4 billion Uzbek som ($114.2 mil­
lion after devaluation), compared with 8.1 billion Uzbek 



som ($35 million) during the first six months of 1999. 
However, these figures arc misleading because most of the 
contracts were prearranged by government transactions 
and did not truly represent free market f(irccs . In reality, 
the volume of trade is low and most securities arc illiquid. 
The Uzbek government plans to boost trade volumes and 
liquidity by improving transparency in secondary market 
operations and by establishing transparent and efficient 
settlement, de.uing, and registration . 

In August 2000, a presidential decree established the 
Uzbekistan State Committee of Demonopolization and 
Competition Development. The purpose of the commit­
tee was to implement the Law on Competition and Re­
striction of Monopoly Activity in Commodity Markets, 
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which was designed to promote a healthy competitive 
environment, create favorable legal and economic condi­
tions for competition, prevent efforts to monopolize the 
domestic market, improve antimonopoly legislation, and 
protect consumers' rights . The committee was also 
charged with monitoring consumer goods prices and co­
operating with consumer protection organizations in the 
prevention of artificial price growth and the sale of low­
quality goods and services. T he committee has the right 
to impose fines on companies and their executives, as well 
as on government officials. 

Grc._lfory Gleason is a profess1w of political science and piiblic 
administmtion at the UniPcrsity of New Mexico. 
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Polity: Parliamentary democracy 

Economy: Mixed statist (transitional) 
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The scores and ratings for this country reAect the consensus 
of Freedom House, its academic advisors, and the author of 
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NATIONS IN TRANSIT SCORES 

1997 1998 1999-2000 2001 2002 
Democratization na 4.90 -J..-J.. 5.50 1'1' 4.63 1'1' 3.63 

Rule of Law na na 6.00 1' 5.88 1'1' 4.75 

Economic Liberalization na 4.83 -J..-J.. 5.33 5.33 1'1' 5.00 

KEY ANNUAL INDICATORS 

1995 1996 1997 1998 1999 2000 2001 
GDP per capita ($) na 1,366.6 1,562.3 1,308.3 1,213.3 941 .8 1,229.5 

Real GDP growth(% change) 6.1 7.8 10.1 1.9 -15.7 5.0 5.0 

InAation rate 78.6 94.3 21.3 29.5 37.1 60.4 93.6 

Exports($ millions) 1,531.0 1,842.0 2,447.0 3,033.0 1,677.0 1,923.0 2,064.0 

Imports($ millions) 2,666.0 4,102.0 4,799.0 4,849.0 3,296.0 3,772.0 4,506.0 

Foreign Direct Investment($ millions) na 0.0 740.0 113.0 112.0 25.0 200.0 

Unemployment rate 24.6 25.8 25.8 25.1 26.5 27.3 na 

Life Expectancy (years) 72.0 72.0 72.1 72.2 na 72.5 72.0 



INTRODUCTION 

11e overthrow ofSlobodan Milosevic in October 2000 
nally allowed the Federal Republk of Yugoslavia 

(FRY) to embark on a much delayed process of po­
litical and economic reform.* After the fr>rmer Yugoslav re­
publics of Serbia (including its two autonomous provinces 
of Kosovo and Vojvodina) and Montenegro declared the 
creation of the FRY in April 1992, they spent much of the 
1990s confronting war, internal rebellions, international iso­
lation, economic sanctions, and domestic political repres· 
sion. Between 1992 and 1999, the FRY slowly disintegrated 
into three distinctly different political spaces: Serbia, 
Montenegro, and Kosovo. 

In Serbia, Milosevic made desperate attempts to stay in 
power as his regime grew increasingly weak. He stoic elec­
tions; imposed draconian policies on the media; purged what 
remained of an independent judiciary; oversaw physical at­
tacks, kidnappings, and assassinations of opposition figures 
and potential regime opponents; tampered with the Con­
stitution; and directed large-scale human rights abuses 
against the Albanian population in Kosovo. An anti­
Milosevic coalition ofleaders came to power in Montenegro 
in 1997 and began asserting its independence from Belgrade. 
Likewise, in Kosovo the Albanian population developed 
parallel political and social institutions and essentially re­
moved itself from the political, social, and economic life of 
the FRY. This process was completed in June 1999, when a 
NATO bombing campaign against Yugoslavia ended with 
the creation of a United Nations-led international protec­
torate in Kosovo. Thus, since 2001, the Yugoslav federa­
tion has existed in name only. 

All of these problems only exacerbated the difficult 
position of the Yugoslav economy. In the 1980s, 
Yugoslavia's socialist economic model was already show­
ing signs of failure, and attempts to reform it proved largely 
unsuccessful. The economy suffered further in the 1990s 
from the cumulative effects of the legacy of a centrally 
controlled economy, the loss of major trading partners and 
markets, UN-imposed sanctions for the FRY's involvement 
in the Bosnian war, and the damage inflicted by NATO's 
bombing campaign in 1999. In response, the Milosevic 
regime employed increasingly corrupt forms of economic 
management to deal with the crisis. Cronyism, the issu­
ance of phony state bonds, pyramid lending schemes, and 
smuggling through organized crime syndicates became the 
norm. A decline in living standards of more than two-thirds 
and the influx of approximately 700,000 refugees and dis­
placed persons from the wars in Croatia, Bosnia­
Herzegovina, and Kosovo only exacerbated the FRY's 
problems. 

"U11/css spccificnlly 11otcd, 1·cfc1·mccs iu this 1·cp11rt to tbc FRY 111· 

Ytt11os/ai1ia rcft1·011(v to Serbia, Mo11tcm-._q1·0, a11d tbc Scrbia11 pro11-
i11ce of Voj11odilln. 
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Milosevic's overthrow on October 5, 2000, brought 
to power the Democratic Opposition of Serbia (DOS), a 
fractious 18-party coalition that is led by Vojislav Kostunica, 
the FRY's tederal president, and Zoran Djindjic, the Serbian 
prime minister. Despite personal and party rivalries within 
the coalition, the DOS has made significant progress in end­
ing the country's international isolation and beginning the 
process of economic and political reform. Major interna­
tional organizations such as the United Nations, the Orga­
nization for Security and Cooperation in Europe, the 
International Monetary Fund, and the World Bank have 
readmitted the FRY, and the FRY itself has reestablished 
normal diplomatic relations with its neighbors. In June 2001, 
for example, the FRY successfully concluded an agreement 
with the other Yugoslav successor states on the division of 
the former Yugoslavia's assets. The Paris Club of govern­
ment lenders has agreed to write off some 66 percent of the 
FRY's outstanding debts, and all international economic 
sanctions against it have been lifted. In addition, despite 
considerable controversy and soul-searching, the FRY has 
begun the process of cooperating with the International 
Criminal Tribunal for the Former Yugoslavia ( ICTFY), and 
in June 2001 its efforts culminated in the extradition of 
Slobodan Milosevic to The Hague. Serious efforts arc also 
under way to secure a place for the FRY in NATO's Part­
nership for Peace program. 

Unfortunately, the FRY has not matched its foreign 
policy successes with similar achievements on the domestic 
front, where the problems are immeasurably more compli­
cated. The major problem it faces is defining the future of 
relations between Serbia and Montenegro. Ironically, pro­
independence forces in Montenegro, led by President Milo 
Djukanovic, redoubled their moves toward secession aftc1· 
Miloscvic's downfall, and throughout 2001 they refused to 
negotiate seriously with the new leadership in Belgrade. At 
the same time, though, these forces also suffered two seri­
ous setbacks in 2001. First, parliamentary elections in April 
failed to produce a clear majority in favor of independence. 
Second, the EU sent a strong signal to the pro-indepen­
dence bloc in November when it called for a "democratic 
Montenegro in a democratic Yugoslavia." Nevertheless, the 
problems between Montenegro and Serbia still seem man­
ageable in comparison with the problems between Belgrade 
and the Serbian province of Kosovo. 

Although many observers had hoped for more signifi­
cant political and economic reforms in 2001 , the new re­
gime still made considerable progress. Within days of taking 
power, the DOS government opened police files, ended the 
economic blockade of Montenegro, and eliminated harsh 
restrictions on the independent media. Likewise, it intro­
duced important changes in the country's fiscal system and 
taxation policy, established a tight monetary policy that has 
kept the Yugoslav dinar (YUD) relatively ~table, and even 
came close to balancing the state budget. 

The international community is now driven by concern 
over the domino effoct that a Montenegrin declaration of 
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independence could have in the region. That is, if 
Montenegro votes to leave the federation, Kosovo might 
be compelled to cut ties with Belgrade as well. This, in turn, 
could accelerate efforts to create a Greater Kosovo that in­
corporates parts of neighboring Macedonia and increase 
centrifugal pressures within Bosnia-Herzegovina, thus en­
Sliring many more years of instability in the southern and 
western Balkans. Montenegro is scheduled to hold a refer­
endum on independence sometime in 2002. 

DEMOCRATIZATION 

1998 
5.00 
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During most of the 1990s, the FR Y's political system was 
characterized at once by a superficial adherence to minimal 
standards of the rule of law and by Slobodan Milosevic's 
arbitrary whims. Since Milosevic was never strong enough 
to impose an outright dictatorship on the country, he often 
concealed his violations of the FRY Constitution and other 
legal norms with legislative tricks, manipulation of the me­
dia, and selective intimidation of his opponents. Using both 
formal and informal mechanisms, he also concentrated more 
power under him than any other ruler in Eastern Europe, 
with the possible exception of Belarus's Alyaksandr 
Lukashenka. Although the new authorities in the FRY are 
by no means political innocents, they have already dispersed 
much of the power that Milosevic spent years concentrat­
ing under him and thereby reduced the ability of govern­
ment leaders to use force and violence to achieve their goals. 
Instead, they appear to be genuinely committed to resolv­
ing political and social issues nonviolently and to uphold­
ing the rule oflaw. 

Throughout its existence, the FRY has been an unstable 
political entity. During the Milosevic years, several factors 
contributed to this instability. These included involvement 
in the series of wars in Croatia, Bosnia, and Kosovo; ten­
sion between Belgrade and Montenegro over the question 
of Montenegrin independence; rebellion in Kosovo and 
Serbia's southern Presevo Valley; the regime's refusal to al­
low normal transfers of power through free and fair elec­
tions; the catastrophic economic situation; and the large 
number of politically motivated assassinations in recent years. 

Since coming to power in October 2000, however, the 
DOS government has made considerable progress in re­
ducing these levels of instability and uncertainty. It has re­
stored normal diplomatic relations with all of its neighbors 
and secured the country's readmission into most interna­
tional organizations. The economic sanctions have also been 
lifted. The dispute with Montenegro over the future of the 
Yugoslav federation, although still far from resolved, no 
longer threatens to turn violent. Increasing respect for the 

democratic process was exhibited during the December 2000 
Serbian parliamentary elections, in which international ob­
~ervers noted considerable improvement over previous elec­
tions and a clear commitment to the 1990 OSCE 
Copenhagen Document for democratic elections. In the 
Presevo Valley, negotiations in 2001 on the creation of 
multiethnic police forces, the withdrawal of military units, 
the disarmament of the rebels, and increased levels of self­
government for Albanian-populated municipalities restored 
a measure of calm to this section of southern Serbia. How­
cver, few observers bdicve the problems between the local 
Albanian population and the Serbian governmcnt have been 
permanently resolved. 

Despite all of this progress, significant problems threat­
ening stability remain. Thc DOS coalition itself, which com· 
prises 18 political parties and 1 independent trade union, is 
notoriously fractious. In 2001, for example, it threatened 
to fall apart on several occasions, most notably in June and 
July over Milosevic's extradition to The Hague tribunal and 
in August during the Gavrilovic affair, which involved the 
murder of a former police official hours after he left Presi­
dent Vojislav Kostunica's office. The officer reportedly had 
delivered information on the involvement of high-level of­
ficials in organized crime. Montenegro also continues to 
suffer from political violence, as was evident in the January 
2001 killing of a leading security official. 

In addition, Serbian premier Zoran Djindjic has begun 
forming unofficial, parallel power structures to make up for 
weaknesses in areas controlled by Kostunica. The move is 
dangerous and reminiscent of the ways in which Milosevic 
bypassed legal institutions. The FRY's economy also remains 
in difficult straits and has engendered significant social ten­
sions. The official unemployment rate hovers at 30 percent; 
it is nearly 40 percent in Montenegro. Approximately 
700,000 refugees and displaced persons from Bosnia, 
Croatia, and Kosovo still remain in the FRY. 

The most recent legislative elections for the bicameral 
Yugoslav Federal Assembly occurred on September 24, 
2000. In the Council of Republics, the Federal Asscmbly's 
40-seat upper house, Montenegro and Serbia enjoy equal 
representation. Representatives in the council are popularly 
elected. Delegates to the 138-member Council of Citizens 
arc elected according to a complex formula that allocates 
108 delegates to Serbia and 30 to Montenegro. Fifty-four 
delegates in Serbia and 24 in Montenegro are popularly 
elected. The remaining seats are filled according to con­
stituent majorities. Members of both chambers serve four­
ycar terms. 

Pro-Milosevic parties controlled the Federal Assembly 
that was elected in November 1996. For the 2000 elections, 
DOS had to campaign under very unfavorable circumstances. 
Although the regime refused to give the opposition access to 
the nation's most important media and subjected DOS to 
frequent harassment by state security organs, the coalition 
still scored a significant victory against pro-regime parties. In 
the current Federal Assembly, DOS, together witl1 a reformed 



Table 1. FRY Federal Assembly Elections, 
September 2000: Council of Citizens 

Party/Coalition 
Democratic Opposition of Serbia (DOS) 

Socialist Party of Serbia/Yugoslav United Left (SPS/JUL) 
Serbian Radical Party (SRS) 

Union of Vojvodina Hungarians (SVM) 
Socialist People's Party (SNP) 
Serbian People's Party (SNS) 

Source: Oj)idal Web site 1!f t/Jc FRY, 111111111~17111'.,Ytt 

Mand ares 
58 
44 

5 
1 

28 
2 

Table 2. FRY Federal Assembly Elections, 
September 2000: Council of Republics 

Party/Coalition 
Democratic Opposition of Serbia (DOS) 

Socialist Party of Serbia/Yugoslav United Left (SPS/JUL) 
Serbian Radical Party (SRS) 

Serbian Renewal Movement (SPO) 
Socialist People's Party (SNP) 
Serbian People's Party (SNS) 

S1111rcc: Official Web site 1lf t/Jc FJ{Y, ll'll'll'Jl"l' .. Yll 

Table 3. Serbian Assembly 
Elections, December 2000 

Party/Coalition 
Christian Democratic Party of Serbia 

Civic Alliance of Serbia 
Coalition Vojvodina 

Democratic Alliance of Vojvodina Hungarians 
Democratic Alternative 

Democratic Center 
Democratic Party 

Democratic Party of Sandzak 
Democratic Party of Serbia 

League of Vojvodina Social-Democrats 
New Democracy 

New Serbia 
Party of Serbian Progress 

Vojvodina Reform Democratic Party 
Serbian Radical Party 

Serbian Resistance Movement-Democratic Movement 
Serbian Unity Party 

Social Democracy Party 
Social Democratic Union 

Socialist Party of Serbia 
Alliance of Vojvodina Hungarians 

Association of Free and Independent Trade Unions 
Peasant's Party of Serbia 

League for Sumadija 
Movement for a Democratic Serbia 

United Pensioner's Party 
So11rcc: ll'll'Jl'.pa1·/amc11t.sr..._1701'._Y11 

Mandates 
10 
7 
2 
1 

19 
1 

Mandates 
7 
9 
4 
1 
6 
4 

44 
2 

45 
6 
9 
8 
2 
4 

23 
1 

10 
9 
4 

37 
6 
1 
1 
1 
5 
1 
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Socijalisticka Narodna Parrija (Socialist People's Party, 
or SNP) , enjoys a strung majority. 

Serbia and Montenegro each have popularly 
elected, unicameral assemblies whose delegates serve 
four-year terms. Voters elect delegates to the 250-
seat Skupstina Srbije (Serbian Assembly) according to 
a system of proportional representation. The latest 
elections for the Serbian Assembly took place in De­
cember 2000 and returned a large majority in favor of 
the DOS coalition. 

The National Assembly of Montenegro consists 
of 78 directly elected delegates. In its most recent 
elections, which took place in April 2001 , Djukanovic's 
pro-independence coalition "Victory is with Mon­
tenegro" did not fare as well as expected . Ir gained 
42 percent of the vote, while the coalition "Together 
for Yugoslavia" took 40 percent. The outcome cast 
considerable doubt on the strength of the secession­
ist movement within that republic. 

In Kosovo, pursuant to UN Security Council 
Resolution 1244, international authorities have been 
trying to devolve a measure of self-governance from 
international bodies to local institutions. The most 
important move toward this goal came during the No­
vember 2001 elections for a provincial assembly in 
Kosovo. According to the Constitutional Framework 
for Provisional Self-Government, to which interna­
tional authorities and local Albanian officials agreed 

Table 4. National Assembly of 
Montenegro Elections, April 2001 

Party/Coalition 
Democratic Party of Socialists-CG 

Social ist People's Party 
People's Party 

Social -Democratic Party 
Liberal Union 

Serbian People's Party 
Club of Albanian Parties 
S1111rcc: 11•11•w.sk11psti1111.(11.y11 

Mandates 
30 
19 
11 

6 
6 
3 
2 

Table 5. Parliament of Kosovo 
Elections, November 2001 

Party/Coalition 
Democratic Alliance of Kosovo (LOK) 

Democratic Party of Kosovo (POK) 
Return Coalition 

Alliance for the Future of Kosovo (AAK) 

Mandates 
47 
26 
22 

8 
Source: OSCE Koso J111 Web site, al'ailab/c at 11•w1J1.oscc.oi;g/k11soJ10 

(N11tc: 1111(1• parties 1J1i1mi11~17 11111rc t/J1111 }our scats arc listed) 
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on May 17, 2001, the new Parliament of Kosovo is a uni· 
cameral, 120-scat chamber. The framework reserves 20 seats 
for ethnic minorities ;md distributes the remaining l 00 scats 
according to a system of proportional repn:sentation. Of 
the 26 political parties that competed in the November 200 l 
elections, 14 won scats in Parliament. 

At each level of government in the FRY, the govern 
ment comprises political parties that have gained enough 
votes tor representation in the respective governmental m· 
stitutions. One exception to this rule is Group 17 (Gl 7), 
an organization of independent economists. Many ofG l 7's 
members have been appointed to key roles in both the fed­
eral Yugoslav and republican Serbian governments. 

The first popular elections for the FRY presidency took 
place on September 24, 2000. ln earlier years, the federal 
president was elected by the Federal Assembly and required 
the approval of a majority of both Serbian and Montenegrin 
delegates. In July 2000, however, pro-Milosevic parties 
pushed constitutional changes through the Federal Assem· 
bly that called for direct, popular elections of the federal 
president. Milosevic's belief that he could win a popular 
vote against a respectable opponent proved to be the big· 
gest political miscalculation of his career. To run against 
Milosevic, the Serbian opposition nominated Vojislav 
Kostunica, a constitutional lawyer and leader of the small 
Demokratska Stranka Srbije (Democratic Party of Serbia, 
or DSS). Kostunica, who had impeccable credentials both 
as a principled opponent of the Milosevic regime and as a 
strong defender of Serbian national interests, captured 50.4 
percent of the popular vote (or 2,470,304 votes) in the 
September elections. Milosevic won only 37.1 percent, or 
1,826,788 votes. 

According to the FRY Constitution, the Yugoslav presi· 
dency is a largely ceremonial post. However, Milosevic's 
control over the Socialist Party of Serbia and various state 
security organs made him by far the most powerful man in 
the country. Kostunica, however, is the leader of an un· 
wieldy 18-party coalition and finds himselfin a much weaker 
positiqn to exert practical political power in the country. 
He also must deal with Montenegro, which is demanding a 
considerable redefinition of the federal state. Nevertheless, 
Kostunica currently enjoys tremendous political and moral 
prestige within Yugoslavia and internationally. He will prob· 
ably be able to exert more influence in the foreseeable fu. 
cure than his official powers would suggest. 

Slobodan Milosevic won the first multiparty popular 
elections to the Serbian presidency in December I 990; he 
was reelected in December I992. In the December 1997 
elections for the same office, Milan Milutinovic of the SPS 
defeated SRS leader Vojislav Seslj afi:er four rounds of vot· 
ing and amid widespread rumors of ballot stuffing to assure 
a 50 percent turnout. Although the ICTY indicted 
Milutinovic for war crimes in May 1999, he will remain in 
office through the expiry of his term in December 2002. 

The president of Montenegro is popularly elected to a 
five-year term. Milo Djukanovic, the former Montenegrin 

prime minbtcr who broke with Milosevic and his Montenegrin 
loyalists during the Serbian opposition protests in I 996 and 
I 997, was elected president of Montenegro in multi party 
elections in October I 997. The next elections for the 
Montenegrin presidency arc due in the second half of 2002. 

According to the Constitutional Framework tor Kosovo, 
the president of the province is elected by the parliament. 
As of the end of 200 l, disputes that arose among Albanian 
parties after Kosovo's N<"'ember elections kept the assumed 
favorite, Ibrahim Rugova, from being elected 

Given Milosevic's repressive policies, international ob­
servers deemed the elections held in Yugoslavia between 
1992 and 2000 as neither free nor fair. As the OSCE noted 
in its report on the Serbian presidential and parliamentary 
elections of 1997, the "overall election process in the Re­
public of Serbia is fundamentally flawed." Likewise, through­
out the 1990s, the U .S. State Department claimed that in 
the FRY, "citizens cannot exercise the right to change their 
government." The Milosevic regime routinely denied op­
position parties access to state-owned media and frequently 
manipulated the electoral process. Although elections in 
Montenegro since I 998 have generally been fairer, there 
have been numerous complaints about the pro-government 
orientation of the state-owned media's coverage of elec­
toral activities. 

Municipal elections in Kosovo in October 2000 were 
marred by significant violence and intimidation of parties 
that ran against the Democratic Party of Kosovo, the party 
of former Kosovo Liberation Army (KLA) leader Hashim 
Thaci. Serb voters also boycotted the election. International 
monitors concluded that the November 2001 municipal 
elections exhibited significant improvement both in the levels 
of violence in the province and in the conduct of the voting 
itself. Thanks to last minute negotiations between the United 
Nations Interim Administration Mission in Kosovo 
(UNMIK) and FRY officials, Kosovo Serbs refrained from 
boycotting the polls. 

Signature and registration requirements for presiden­
tial candidates at the federal and republican levels are broadly 
considered to be in line with international standards. Can­
didates for the Serbian presidency, whether nominated by 
political parties or by groups of citizens, must be supported 
by at least I 0,000 voter signatures. Candidates for the presi­
dency of Montenegro must gather the signatures of at least 
2,000 registered voters. 

High voter turnout has generally reflected the impor­
tance of recent elections. In the September 2000 elections 
to the federal presidency and to Federal Assembly, 71.55 
percent of registered voters cast ballots. In Montenegro, 
however, the Djukanovic government boycotted these elec­
tions, and only 24 percent of the electorate turned out. For 
Montenegro's April 2001 parliamentary elections, approxi­
mately 82 percent of the electorate turned out. The mu­
nicipal elections in Kosovo in October 2000 drew 80 percent 
of eligible voters. Voter turnout for the November 2001 
parliamentary elections in Kosovo was 64.3 percent. 



There arc no restrictions on women's participation in 
politics, and women arc active in political organizations. 
Nevertheless, they arc under-represented in party and gov­
ernmental offices. During the period ofnationJlist mobiliza­
tion in the 1990s, women withdrew from active participation 
in politics in significant numbers. For instance, in the federal 
and municipal elections of 1996, 60 percent of women de­
cided not to vote. Of the 178 candidates elected to the Fed­
eral Assembly in 1996, only I was temale. In the current 
Yugoslav tederal government, women hold none of the 16 
CJbinet-levd positions; in the Serbian Assembly, they make 
up approximately 11 percent of the 250 delegates. Women 
hold only 3 of the 23 positions in the Serbian government. 

In Montenegro, women account for 51 percent of the 
electorate. Although Montenegro's main political parties 
agreed in February 200 I to increase female participation in 
the next Parliament by 30 percent, most failed to meet their 
respective goals. Today, women account for less than 10 
percent of the delegates in Montenegro's Parliament. In 
Kosovo's elections in November 2001, 34 women were 
elected to the provincial Parliament. They now make up 
almost 30 percent of that body. 

Article 41 of the FRY Constitution guarantees citizens 
freedom of political association, and at the federal, republi­
can, and municipal levels, numerous parties compete in elec­
tions and participate in government. The threshold for 
legislative representation is 5 percent of the votes cast. Ar­
ticle 42 of the FRY Constitution outlaws any political par­
ties or organizations that advocate the violent overthrow of 
the constitutional order. In 1997, Serbian officials prevented 
a party representing Muslims in the Sandzak region from 
forming an electoral coalition with the Kosovo-based Demo­
cratic Reform Party of Muslims. 

Most political parties in Yugoslavia can attribute their 
popularity more to the charisma of their leaders than to 
political platforms or ideals. Added to this is the peculiar 
habit of the Balkan peasantry to vote for ll'hatcJ>c1· party is 
in power. In part, this explains why Milosevic was able to 

win votes in election after election despite a series of for­
eign and domestic disasters. It also explains the volatility of 
Serbian and Yugoslav politics. In June 2000, for example, 
Vojislav Kostunica's DSS scarcely managed to gain a 7 per­
cent approval rating in public opinion polls. Yet by the sum­
mer of 2001, the DSS had become the most popular party 
in Serbia, and public opinion polls showed the party win­
ning more than 40 percent of the votes cast in a potential 
election . Kostunica's newly established charisma as the man 
in power largely accounted for this dramatic change. 

Exact figures on political party membership are diffi­
cult to obtain because many parties are reluctant to release 
such data. At present, the two most important political par­
ties in Serbia are Kostunica's DSS and Djindjic's Demo­
cratic Party (DS). The DSS is a center-right party that follows 
the legal traditions of Serbia's constitutional monarchy of 
the 19th and early 20th centuries and has a strong sense of 
national interests. The DS portrays itself as a more modern, 
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slightly center-left European party. Public opinion polls in 
No\'cmbcr 2001 showed that the DSS enjoyed the confi­
dence of some 22-23 percent of the population, while the 
DS carried the support of 17-18 percent. Many obscrvc:rs 
believe Serbia is slowly evolving into a two-party system 
that revolves around these two parties. Of the remaining 
16 political parties in the DOS coalition, the only one that 
appears to have a serious chance of playing an important, 
independent role in Serbian and Yugoslav politics is the Civil 
Alliance, which is led b)' Yugoslav foreign minister Goran 
Svilanovic. 

Reliable figures on participation in Montenegrin po­
litical parties arc also unavailable. Of Montenegro's approxi­
mately 450,000 registered voters, however, it is generally 
assumed that most Montenegrins who identify themselves as 
Serbs, or favor close ties with Serbia, vote for the pro-Yugo­
slavia SNP. Milo Djukanovic's electoral support, on the other 
hand, can be attributed to votes that his "Victory is with 
Montenegro" coalition received from Albanians and Croats 
in Montenegro, as well as from the Orthodox population 
that has traditionally favored Montenegrin independence. 

Ethnic minorities in the FRY have typically formed their 
own political parties. Apart from Kosovo Albanians, who have 
not participated in the FRY's political life for the past de­
cade, smaller, ethnically based parties have included the Savez 
Vojvodjanskih Madjara (SVM), which represents Hungarians 
in Vojvodina, and various parties that represent ethnic Mus­
lims in the Sandzak. Both the SVM and the main Muslim­
Sandzak Party joined the DOS coalition for the September 
2000 elections and today are members of the Serbian and 
tederal Yugoslav governments. Sandzak-Bosniac parties have 
emerged as strong supporters of maintaining a united Yugoslav 
federation, tearing that Montenegrin independence would 
split their community across two independent states. 

1998 
5.00 

Civil Society 
1999-2000 

5.25 
2001 
4.00 

2002 
3.00 

A plethora of nongovernmental organizations has operated 
in the FRY since 1992. Current estimates put the number 
ofregistered NGOs at approximately 2,000. Of these, about 
5 00 are thought to be active, and their work has varied over 
time according to the country's most pressing needs. In the 
aftermJth of the NATO bombing campaign in 1999, for 
example, most NGOs focused their efforts on humanitar­
ian assistance, psychological services for displaced persons 
from Kosovo, and educational activities for displaced chil­
dren. When federal elections were announced for fall 2000, 
most NGOs shifted their focus to organizing local and na­
tional campaigns to mobilize voters. Nevertheless, the 
region's dire economic situation has made it impracticable, 
if not impossible, for people to engage in significant levels 
ofvolunteerism. 
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f..fany observer~ ofYugoslavi.1 bclie\·e that NGOs made 
a dccisive contribution to the overthr<m of Slobodan 
Milosevic. Currently, the most influenti.11 NGOs in Serbi.1 
arc involved in civic education, ec1momk de,•clopment, .md 
human rights acti,·itics. Especially prominent are Otpor 
( Resist;mcc ), the students' group that played a large role 111 

mobilizing youth oppmition to the Milosevic.: regime, and 
G 17. GI 7's members include fvliroljub Labus, the vice pre­
mier of the federal government, and Mladjan Dinkic.:, the 
governor of the National Bank of Yugoslavia. 

In Montenegro, there arc an estimated 800 registered 
NGOs. Sim:c 1998, the atmosphere in which NGOs have 
operated in Montenegro has been signitic.:wtly better than 
in Serbia, in p.1rt because Montenegrin NGOs helped dr.1ti: 
NGO legislation for the republic in l 998. The most promi­
nent NGOs in Montenegro tend to be think tanks and policy 
advocates that arc involved in human rights, womcn 's is· 
sues, consumer protection issues, and community develop· 
ment. Fe\ver than I 00 of the more than 400 local NGOs 
registered in Kosovo are believed to be truly active . These 
active groups were formed mainly in response to the avail­
ability of donor funding after 1999. 

Throughout the region, churches and religious organi­
zations play .1 prominent role in organizing philanthropic 
activities. The Serbian Orthodox Church, which has emerged 
as one of the most trusted institutions in Serbia, actively pro· 
vidcs charitable assistance to rcti.tgees and the poor. How­
ever, the Serbian Orthodox Church is not limited to its role 
as a charitable or spiritual institution in Serbian society. In 
recent years, it has taken on .111 increasingly important role in 
the country's political lite. Although a handful of the church's 
hierarchs supported the Milosevic regime, the majority of 
church leaders were among the most prominent of Milosevic's 
critics and opponents for much of the last decade. Milo1tevic's 
overthrow in October 2000 could scarcely have been accom­
plished without the support that political leaders like Vojislav 
Kostunica received from Serbian Patriarch Pavle. The Serbian 
Orthodox Church's support of Serbs in Croatia and Bosnia· 
Herzegovina du1ing their recent wars has been more contro· 
versial. 

As in much of the Balkans, one's ethnic identity in 
Serbia is closely interwoven with religious affiliation. Con· 
scquently, more than 90 percent of all individuals who de­
scribe the1mclve~ as Serbs also claim to be Orthodox 
Christians-even though many arc lapsed believers or athe­
ists. As evidence, recent data show that 67.6 percent of the 
Yu gos la v population identifies itself as Serbian or 
Montenegrin. Nearly the same percentage considers itself 
Orthodox. Although levels of church attendance arc not 
substantial, there are indications that the country is experi­
encing a renewed interest in religion. 

Several women's rights groups are also active in Serbia. 
Among the most prominent are the Belgrade-based groups 
Women in Black, Krajina and Tara, Tera, and Woman. Two 
Pristina-based groups, the League of Albanian Women and 
Mikya, arc also notable. 

The legal and regulatory e11\'ironment for NGOs in 
Serbia has improved drastically since the DOS c.1mc to 

power, and the country's new authorities consider the draft­
ing of 111:\\ NGO legislation a priority. In Montenegro, Par· 
liamcnt passed a new law on NGOs in 1999, thereby 
replacing the earlier Law on Cifr1en 's Organizations. The 
new legishltion, which was written'' ith the help of the Ccn· 
tcr for Dcmm:racy and Human Rights in Podgorica and 
reviewed by other NGOs in Montenegro, simplified regis· 
tration procedures, detailed taxation benefits, .md granted 
fr>rcign and domestic NGOs cqu.11 ~tatus. In Ko!>ovo, the 
UNMIK lus created a legal environment that is very favor­
able for NGOs. In Kosovo and Montenegro, the registra­
tion process for NGOs is simple and swifr. 

ln Serbia, NGOs receive almmt no tax exemptions. In 
Montenegro, a separate tax law allows corporations to do­
nate up to 3 percent of their total income to public benefit 
organizations (PBOs), as well as to sporting and religious 
organiY.ations. Individuals may donate up to 10 percent of 
their ta:-..ablc income to these groups. In Kosovo, PBOs must 
submit an annual report with programmatic and financial 
information in exchange for exemptions on customs duties 
and excise and sales taxes on imported goods. 

In an effort to improve the legal and regulatory envi­
ronment fur NGOs, organiL.ations in Montenegro such as 
the Center for Democracy and Human Rights and the In· 
ternational Center for Not-for-Profit Law provide legal ad· 
vice to the government on current legislation. In Kosovo, 
the international community is establishing a local organi· 
zation that will focus on legal issues and offer a course on 
NGO law at Pristina University Law School. 

In Montenegro, most NGOs have little organizational 
capacity. Poorly defined missions, limited staffing, equip· 
ment shortages, and a lack of effort in building larger or 
broader con~titucncics are frequently cited problems. Simi· 
lar issues aftcct NGOs in Serbia. In Kosovo, there is a wide 
gap between the organizational capacity of older, more es­
tablished NGOs ;1nd groups that have sprung up since 1999. 
Of the hundreds of NGOs that arc created in response to 

announcements of grant programs, most quickly cease to 
function when the money runs out. Older NGOs have more 
permanent and more qualified staft~ but even they still have 
problems retaining their best employees. Since most NGOs 
arc dominated by one or ,lt must a tew dynamic leaders, 
internal management structures are considered weak. In all 
three areas, however, there is a core of experienced local 
practitioners and trainers, and information is available in 
local languages for purposes of training and instruction. 

As should be expected, the FRY's pour economic con· 
dition affects the viability of NGOs significantly. The de· 
pressed state of the region's economics means that most 
NGOs "ill remain dependent on the international donor 
community for the foreseeable future; in Montenegro, for 
instance, it is estimated that only some 15- 20 percent of 
the NGOs currently registered could survive without inter· 
national support. Most NGOs operate on shoestring bud-



gets throughout Serbia, Montenegro, and Kosovo, make 
do from grant to grant, and depend upon volunteer sup­
port for much of their activity. Activists generally lack fund­
raising skills. Some NGOs in the past have received in -kind 
support (for instance, the use of office space) from reform­
minded municipal authorities in cities and towns previously 
run by the opposition . Another way for NGOs to raise funds 
is by charging for services and engaging in other revenue­
raising activities, although it is difficult tor NGOs to earn 
income from their products or services because their cus­
tomers or beneficiaries cannot afford to pay. 

NGOs in the region have suffered because they partici­
pate in nontraditional forms of social activism. Consequently, 
the local population in Serbia, and to some extent in 
Montenegro, has often viewed NGO activists as mercenaries 
who work for foreign interests. In Serbia, the post-Milosevic 
era has witnessed a sea change in the attitude of government 
officials toward NGOs. However, nongovernmental groups 
have yet to build strong ties with the business community, 
and society at large still does not understand their role. For 
their mvn part, personnel in local NGOs often lack basic skills 
in lobbying or promoting their activities. 

Both independent and official media now present NGOs 
in a positive light. In Montenegro, as noted above, the 
Djukanovic government has generally been supportive of 
NGO activity, and this has been reflected in media coverage 
there as well. The Montenegrin government has also en­
couraged the involvement of NGOs in the policy formula­
tion process. In addition, international organizations such 
as the OSCE and UNMIK have been very supportive of the 
NGO community in Kosovo and have on numerous occa­
sions solicited the advice oflocal groups in developing new 
policies. The NGO sector in Kosovo has also benefited from 
the Albanian population's extensive involvement in civil 
society initiatives since the early 1990s. 

The FRY's trade union movement, which was relatively 
weak during the 1990s, has assumed increased importance 
since the independent United Branch of Independent La­
bor Unions (Nezavisnost) became an unofficial 19th mem­
ber of the DOS coalition in 2000. Apart from military or 
police personnel, Article 41 of the FRY Constitution guar­
antees workers the right to form free trade unions. In Serbia 
proper, out of a total estimated labor force of 2.3 million, 
the formerly government-controlled Alliance of Indepen­
dent Labor Unions has an estimated membership of 1 mil­
lion. Nezavisnost, which comprises 13 different unions 
spanning economic sectors from health care to mining, 
claims the membership of 180,000 workers. Other unions 
are smaller and more sector-specific. The Union of Bank 
Employees, for example, claims only 12,000 members. 
Numerous smaller unions representing groups like trans­
portation workers, educational employees, journalists, and 
retirees are very active, at least judging by their proclivity to 

strike. The Confederation oflndependent Trade Unions of 
Kosovo, which was formed in 1990, represents 24 unions 
with some 250,000 workers. 
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Public opinion surveys conducted prior to the recent 
change of power in Belgrade showed that only 12 percent 
of the population had much faith in official governmental 
and independent trade unions. During the Milosevic era, 
the government highly favored the Trade Union Confed­
eration of Serbia (SSS) and allowed it to inherit all property 
that belonged to trade unions during the Communist pe­
riod. It often allowed the SSS to distribute scarce consumer 
goods and considered the group its official interlocutor in 
labor negotiations. Labor activists claim that the Milosevic 
regime turned down approximately 300 requests to offi­
cially register other unions. 

Articles 39 and 41 of the FRY Constitution grant citi­
zens the right to assemble and form political parties and 
other organizations. The Yugoslav Chamber of Commerce 
and Industry, women's groups, and many other interest 
groups represent the country's ethnic constituencies, espe­
cially Hungarians, Muslims, and Roma. Public policy insti­
tutes such as Gl 7 Plus, the network of experts that grew 
our of G 17 and aims to "facilitate the promotion and imple­
mentation of ideas of a modern market economy, open and 
democratic society and the rule oflaw" in Serbia, often play 
a very visible role in policy making. This group has been so 
influential that it is now considering transforming itself into 
a political party. A prominent organization in Montenegro 
that is engaged in policy formulation is the Center for De­
mocracy and Human Rights. 

Independent Media --------
1998 
4.50 

1999-2000 
5.75 

2001 
4.50 

2002 
3.50 

In the past decade, there has been tremendous growth in 
the number of media outlets in the FRY. Somewhat ironi­
cally, much of this growth occurred during the Milosevic 
years. Although the regime kept strict control over the main 
media outlets in the country, it did not expend a similar 
amount of effort on smaller media outlets oflimited reach. 

As of 2001, there were more than 600 radio and 300 
television stations in the country and hundreds of daily and 
weekly newspapers, tabloids, and magazines in a variety of 
languages. The vast majority of these are privately owned. 
Since current regulations make it easy to conceal the real 
owners of media outlets, it is difficult to identify the con­
nections between them and various political factions. Given 
the condition of the country's economy, free electronic 
media have become the main source of public information 
throughout the country. Print, satellite, and Internet ser­
vices are too expensive for most individuals. With a signal 
that reaches most of the country, the largest and most in­
fluential electronic media outlet in Yugoslavia remains the 
state-run broadcaster Radio Television Serbia (RTS). When 
Milosevic was in power, RTS's editorial policy was strictly 
pro-government. In the run-up to the September 2000 elec-
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tions, for instance, RTS new.~ progr Jms devoted 9 .5 hours 
to Jctivitics of the Socialist Party ofScrhia/Yugoslav United 
Left coalition only 2 I minute~ to those of DOS. 

The Belgrade-based paper Politilza is the brgest print 
daily in Yugoslavi.t and one of the most respected daily pJ­
pers in the Balkani.. It has an estimated circulation of 60,000 
to 80,000. When Milose\'ic gained control of Politika in 
the late I 980s, it became the semiofficial mouthpiece for 
his regime and remained so until October 2000, when 
Politi/la's editorial staff rebelled agJinst management and 
demanded a complete overhaul of its leadership. Other im­
portant dailies include Danas and the tabloid Blic. The 
Belgrade-based news weeklies Vi·onc, which portrays itself 
as having a civic, non-nationalist editorial policy, and NJ N, 
with a more traditionally Serbian or patriotic editorial stJnce, 
are popular throughout the country. So too is Ncdclj11i 
Tclcgmf, a more sensationalistic tabloid-style weekly. 

Apart from RTS, the most highly watched stations in­
clude BK Television and 1V Pink. BK Television is run by the 
Karie brothers, who own what might be the largest busincs~ 
empire in the country. 1V Pink, p1imarily an entertainment 
channel, was dose to the Milosevic regime. Since October 
2000, though, both stations have changed their editorial po­
sitions. Radio B92, perhaps the most important radio station 
in the country, became internationally renowned for its anti· 
Milosevic position and activities, including the creation of a 
network of 24 opposition radio stations throughout Serbia, 
Vojvodina, and Montenegro. All told, the network's program 
reaches 70 percent of Serbia's population. Another promi­
nent Belgrade radio station is Radio Index. 

Apart from government harassment, the main problem 
facing independent media in the FRY over the past decade 
has been the necessity of making a profit. With the excep­
tion of BK Tele\ ision and TV Pink, practically none of 
Serbia's independent media outlets •lrc financially viable, ,md 
most, such as Vi·cmc and Radio B-92, depend on foreign 
donations to survive. Few radio and television stations arc 
expected to survive the transition to a mJrkct economy. In 
addition, most media outlets lack experience and skill in 
selling advertising. for example, the Medin S11.rtni11nbility 
Index 2001, a publication of the Washington-bJsed Inter­
national Research and Exchanges Board, found that over 
50 percent of the estimated $15 million spent on advertis­
ing in SerbiJ has gone to just two television stations. 

Newspapers and other print media arc disseminated 
through a somewhat chaotic network that involves I statc­
owned distribution system and more than 200 private dis­
tributors. Some independent experts arc calling tor more 
government regulation of this process. In larger cities and 
towns, readers can easily obtain publications that represent 
both pro- and antigovernment viewpoints, C\'en at state­
owned kiosks. Damage to telecommunications systems and 
other forms of infrastructure that occurred during the 
NATO bombing campaign of 1999 made it even more dif­
ficult for independent media outlets to gather news and in· 
formation and to distribute print publications. 

Articles 36 Jnd 38 of the FRY Constitution guarantee 
freedom of the press and prohibit censorship with one stipu­
lation: Media outlets enjoy these freedoms only if they arc 
registered with the government. During the Milosevic era, 
independent ,md Jlternati\'e media frequently suffered from 
numerous forms oflcgalistic and burcJucrJtic harassment. 
In particular, the infamous I 998 Ltw on Public Media gave 
the government a variety of wc~tpons, including extensive 
libel provisions, with which to attack independent media. 

Until October 2000, state-owned outlets towed a 
strictly pro-Miloi.cvic line. Even since the change of gov­
ernment that year, many journalists who work fi.Jr sratc­
owncd media companies have continued, out of habit, to 

support the authorities' official positions. In contrast, pri­
vate and independent media had and continue to have more 
or less independent editorial policies . .Some outlets arc now 
highly critical of the new gm·ernment. 

Ncvcrtheles'i, the DOS government has rescinded the 
I 998 Law on Public Media and drafted several important 
pieces of legislation that arc intended to more clearly pro­
tect freedom of the press, including a new Telecommunica­
tions Act, a Broadcast Act, and the Public Information Act. 
As of December 200I, though, factional disagreements had 
prevented the Serbian Assembly from passing these laws. 
Although libel laws remain in the criminal code, media ana­
lysts support efforts to place such laws within the context 
of civil code violations. In June 2001, the new government 
took an import~mt step when it reimbursed several inde­
pendent media outlets for the huge fines that the former 
Milosevic regime had forced them to pay. 

The main journalists' organizations in Serbia include 
the Independent Association of Journalists (NUNS), which 
was founded in I 994 Jnd now boasts a membership base of 
2,IOO. The president ofNUNS is a highly regJrded tcmale 
journalist from Belgrade. Other important journalists' 
groups are the A<isociation oflndependent Electronic Me­
dia, the Association of Independent Print Media, and LO­
CAL PRESS, an organintion of independent magazines. 

Montenegro and all the provinces have their own state 
television services, each of which is slJtcd to become a pub­
lic service broadcaster. Montenegro lus 5 daily newspapers, 
several weeklies, and some 30 radio and television stations, 
the majority of whicl1 arc privately owned. The most im­
portant newspapers arc the pro-government Pobjcda and 
Vijesti Jnd the pro-opposition Dan. The most prominent 
Montenegrin news weekly is the Podgorica-based Jnd pri­
vately owned Mo11ito1·. The most important television sta­
tion is the stJtc-run 1V Crna Gora, whose sign.ti covers the 
entire republic. Montena 'IV is another popuh1r station. The 
most important radio stations include Radio Montena, An­
tenna M, and Radio Niksic. Media outlets from Serbia proper 
also attract large audiences from among some segments of 
the population. 

Few privately owned media outlets in Montenegro 
arc financially viable. Poor financial management, unfair 
competition from state-run media, and limited advertis-



ing possibilities all make it difficult to turn a profit. The 
main newspaper distribution ti rm in Montenegro is a statc­
run enterprise that dispenses newspapers and magazines 
to some 500 kiosks republic-wide. BcgaPress, a private 
distributor that takes care of about 150 of these kiosks, is 
considered more efficient because it pays its customers 
on time and gives kiosks a higher profit margin than the 
state-run distributor. 

The media in Montenegro enjoy considerable editorial 
independence under the 1998 Montenegrin Public lntor­
mation Law, which guarantees free speech, access to infor­
mation, and the right to establish media enterprises. It also 
stipulates that editorial policy is completely at the discre­
tion of the publishers or owners of these enterprises. Nev­
ertheless, the government, political parties, powerful 
businesses, and other types of organizations have numer­
ous ways of influencing both state-run and independent 
media. These include releasing privileged information to 
more cooperative media enterprises and providing indirect 
state subsidies to independent media. 

In Montenegro, there is also a range of topics that jour­
nalists have been reluctant to cover: corruption of state of­
ficials, smuggling, mismanagement, and abuse of power. 
Concerns over personal safety also often result in a certain 
degree of selt:ccnsorship. Over the past several years, statc­
run media in Montenegro have assumed an increasingly bla­
tant pro-Djukanovic, pro-independence editorial position. 
This was especially clear during the April 2001 parliamen­
tary election campaign, when pro-Djukanovic dailies such 
as Vijesti and Pobjeda were found to have "gravely violated 
journalism ethics." Similar problems were found with state­
run electronic media. 

Laws pertaining to libel are still on the books, and the 
Djukanovic regime has made extensive use of them oflate. 
In May 2001, for example, the editor in chief of the daily 
Dan was sentenced to three months in prison for repub­
lishing a series of exposes on Djukanovic's involvement in 
organized crime and cigarette smuggling. The piece was 
originally published in a Croatian news weekly. Among the 
major journalists' organizations in Montenegro arc the 
Association of Young Journalists, the Montenegro Media 
Institute, and the Union of Independent Media of 
Montenegro. Information on the number of women in these 
organizations is unavailable. 

The Internet has become very popular in the FRY over 
the last decade. According to the International Telecom­
munication Union, there were 14.13 Internet hosts per 
10,000 inhabitants and 400,000 Internet users overall in 
Yugoslavia in 2000. Although official statistics claim that 
only 80,000 people have access to the Internet, many indi­
viduals use the Internet outside the home, including at aca­
demic and governmental institutions or at business 
enterprises. Belgrade, Novi Sad, Podgorica, and other larger 
towns and cities also have numerous cybercafes. Limited 
access to the Internet is more the result of a lack of com­
puters than of government restrictions. 
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Ethnic minorities in the FRY arc generally considered 
to have adequate media in their native languages. The Hun­
garian -language daily Magyar Szo, for example, has a circu­
lation of26,000. In both Kosovo and Vojvodina, where the 
editorial slant traditionally was pro-Milosevic, RTS broad­
casts in Albanian and Magyar, respectively. 

Kosovo has approximately 93 television and radio sta­
tions, most of which are privately owned . The most impor­
tant of these is Radio-Television Kosova (RTK), the public 
broadcaster in the province, which holds one television li­
cense and two radio licenses. Other important television 
and radio stations that hold licenses to broadcast provincc­
wide include Radio-Television Pristina, KohaVision, and 
Radio Dukagjini. The main print media in the province in­
clude Kolm Ditore, an Albanian-language newsmagazine that 
is edited by the well-known Albanian activist Vcton Surroi, 
and Kolm Sot, whose editorial line tends to fall between the 
more militant Koba Ditore and pro-Rugova clements in the 
Albanian population. Koha Sot, which began publishing in 
1998, has an estimated circulation of 35,000. Kosovo cur­
rently has another 4 dailies and 11 other periodicals. Al­
though RTS's signal reaches many parts of the province, 
there are no Kosovo-based television stations for the Serb 
population. However, a small number of Serbian-language 
news and information programs arc produced in Kosovo. 

With so many media outlets for a population of only 
about two million, most of the existing media in Kosovo 
arc not considered viable in the long term and will probably 
go out of existence when foreign donations dry up. Local 
journalists have little knowledge of business management, 
and consequently sales and advertising arc hardly developed . 
There is considerable competition for what little advertis­
ing revenue is available. Of Kosovo's 17 print publications, 
only 2 (Kolm Sot and Kolm Ditore) arc considered self-sus­
tainable without foreign donations. 

Distribution is another problem for Kosovo media. 
More than 20 percent of the population arc believed to be 
unable to receive a television or radio signal. For print me­
dia, only private distribution systems arc available, and these 
arc generally considered unreliable. 

Under the current UN administration o f Kosovo, 
UNMIK and the OSCE control much of the media envi­
ronment in the province. Although most media outlets arc 
editorially independent, journalists feel that they must sup­
port a political party or a viewpoint rather than offer unbi­
ased news. Added to this is the fear many Kosovo journalists 
and editors have about investigating issues such as the wide­
spread, endemic nature of organized crime in the province. 
Although various OSCE and UNMIK proclamations, in­
cluding the May 2001 Constitutional Framework for Pro­
visional Sclt:Govcrnment, guarantee legal protection for 
press freedom, many local Albanian journalists frequently 
express their dissatisfaction with the handling of Kosovo's 
media situation by these international organizations. 

Kosovo does not enjoy a tradition ofindcpcndent jour­
nalists' organizations, and only one private broadcaster's 
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:lssociation has come into existence since 1999. The OSCE 
has encouraged the formation of a body th:lt is informally 
known as the journalists' .1s~ociation, which sen e., as ;111 

interlocutor between international org.rniz:ltiom and lo· 
cal media personnel. No information on the number of 
women involved in thc~e efforts is a\·,1ilablc. 

Kolm Ditore cst.1blishcd Kosovo's fir~t e-mail syHcm, 
Zanan<:t, in 1994, By March 1999, there were four 
Internet service providers in Kosovo: Pronet (owned and 
managed by Alba111ans), Eunet, Co.yu, and the PTf. 
Radio 21, an independent Albanian radio station ba~cd 
in Pristina, ,1bo broadcasts its reports via the Web. Cur­
rently, Internet access and usage in Kosovo is considered 
significantly limited. 

Governance and Public Administration 
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The FRY has an extensive !>Ct of constitutional and institu­
tional check!> and balances. Prior to October 2000, though, 
Milosevic's control of key govcr111nental organs and the SPS 
allowed him to subordinate many of the legal barriers to his 
personal rule within Serbia. At the same time, the fRY's fed­
eral system allowed the Djukanovic regime in Montenegro 
to achieve a large degree of independence from Belgmde. 

Yugoslavia's system of checks and balances comes in 
two forms: the division of powers between the tcderal gov­
ernment in Bclgr.ide and the n:publican governments of 
Montenegro and Serbia, and the division ofauthrnity among 
different governmental institutions at both the tcderal and 
the republican levels. According to the FRY Constitution, 
the federal government is responsible fr>r m<lintaining .i com­
mon market and foreign and defense policies. ln reality, 
however, since 1997 the Djukanovic regime has been run­
ning its own atlair~, including .1dopting the German deut~chc 
mark as an offici,11 currency in 2000 (and the sd1edulcd 
adoption of the euro in January 2002) and keeping 
Montenegro largely out of the Kosovo conflict in 1999. 
Over the past several years, Montenegro has also stopped 
contributing to the federal budget. 

At both the federal and the republic;111 levds, there is .i 
formal division of powers among executive, legislative, .md 
judicial branches of government. A legacy of the past 50-
plus years of communi:m1 and the Milosevic regime, how­
ever, is the ;tccumulation of powers by the executive. 
Charismatic .n1thority, centr.1li1,cd party discipline, and an 
unwillingnes!> to compromise with the political opposition 
provided leaders like Tito, Milosevic, and Djukanovic \\'Ith 
powers far in excess of their constitutional prerogatives. Since 
Milosevic's removal from power, Serbian premier Zor.in 
Djindjic has been setting up extraconstitutional p.uallel in­
stitutions of power to byp.1ss normal ch.inncls of parliamen­
tary procedure. 

Given these realities, legislative bodies in the FRY h.we 
not been dkctivc rule-making in~titutions over the past 
decade. The p.irliamcntary sy!>tems in both Serbia (under 
Milmevic) .md Montenegro (under Djukanovic) have gen· 
erally assured that the legislatures provide rubber st.1111 p 
approval of o.ecutive decisions. There .ire indications, how­
ever, that with Milo!>evic's overthrow, the federal and 
~crbi;m kgisl.ttures will .issume a more prominent role in 
formulating and enacting kgish1tion. Federal president 
Vojislav Kostunica 's dedication to "constitutional legalism" 
.,uggcsts he will be more respectful of the redcral 
Assembly's authority. He docs not, in .my case, have the 
power to rule as .1utocratically a~ Milo~e\iC did. Similarly, 
in Serbia, the inability of any single political part)' to dom i­
nate political lite :mggests that parliamcnt.1ry deliberations 
will find a much more lively and meaningful place in the 
policy-mnking proccs~. 

Another legacy of the Communist and Milosevic eras is 
that legislatures do not have established traditions of regu -
latory and investigative authority over executive actions. 
Herc .igain, however, Milosevic's overthrow lrns opened up 
possibilities for much more legislative freedom. During the 
period covered by this report, legislative committee~ in the 
Federal Assembly oversaw government policy toward 
Kosovo or investigated crimes and corruption involving the 
previous regime. 

The United Nations Interim Administration Mission 
in Kosovo has almost unlimited authority to govern the 
province on the basis of UN Security Council Resolution 
I 244, which made Kosovo an international protectorate 
in 1999. Most executive authority in Kosovo is \'csted in 
the special representative of the UN secretary· general, a 
post held throughout 200 I by Hans Hackkerup, a Dan· 
ish diplomat . The UNMIK special representative, how· 
ever, must formulate policies th.it take into eonsidcration 
the interests of <1 variety of other parties, including the 
FRY, neighboring countries, the EU, the United States, 
and Russia . 

In May 200 I, international officials <md representatives 
of local Albanian partic:. agreed to the Constitution.11 
framework for Local Self-Government. (Serb political 
bodies refused to participate in the process because they 
believed it would kad to the province's independence.) 
The constitutional framework established the Parliament 
of Kosovo, which has the power to elect a pre/'iidcnt tcu· 
the province. Several other important powers, such as those 
pertaining to the sccurit)' environment and judicial review, 
remain the prerogatives of the .special representative, who 
abo has the right to overturn p;irliamentary decisions that 
fail to compl)• with Resolution 1244. This indudes, t<Jr 
instance, all)' possible declaration of independence t<.)r 
Kosovo by P.irliamcnt. Krn.ovo elected a Parliament in 
November 200 I, but at ycar's end there has been no evi­
dence of how it will function. 

Since the collapse of the Milosevic regime, the Yugoslav 
Federal Assembly has operated with considerable openness 



and transparency. Parliamentary proceedings arc frequently 
tcle\ iscd live and dr.tw large audiences. Draft legislation is 
published in new~papcrs, and government officials make 
frequent appearances on TV talk show~ to lobbv for new 
policies. A new freedom of I nform.1tion Act has been 
drafted, but the Federal Assembly has yet to cnal.'.t it. 

The constitutional and legislative environment regu­
lating subnational levels of government in the FRY can be 
most succinctly described as conflictual. This is true bcl.'.ausl.'. 
Montenegrin authorities refuse to rccogni1.e the legitimacy 
offcderal imtitutions. The FR.Y's federal structun: devolves 
substantial power to subn.itional lc\·ds of government, pri­
marily to the republics .md, to ;1 lesser extent, to Serbia's 
two autonomous provinces, Vojn>dina and Kosovo. Tiu: 
republic1> enjoy all authority and residual powers th.it the 
Comtitution doe~ not spccifo:ally grant to the federal gov­
ernment. The republic~ themselves, however, arc highly 
centralized. For instance, their Educ.ition Ministric' de~ign 
school curricula and textbooks, which then must be imple­
mented throughout the rcpublk. Similarly, prices for \'ari­
ous utilitic~ arc determined ,lt the republic level, not at the 
federal or municipality level . Most important, control o\'er 
police forces is the responsibility of the republics, and in 
both Serbia and Montenegro control over these institutions 
is highlr centralized. 

According to the Yugoslav Constitution, municipali­
ties enjoy the right to local self-government (Article 6 ). Jn 
reality, however, after opposition forces came to power in 
most of Serbia's major urban areas in 1997, Milose\'ic sought 
to curb the authority of local officeholders. His SPS cadres 
had already cssentiallr emptied municipal coffers before the 
opposition could take power. The regime then resorted to 

punishing municipalities that had voted for the opposition 
by denying them funds from the republican budget. After 
opposition leaders came to power in the city of Kragujcvac, 
for example, republican authorities slashed the city's bud­
get from 40 million DM in 1997 to 7 million in 2000. Cen­
tral authorities .1lsn began a camp,1ign to reduce local 
competencies; for instanl.'.c, municipal governments lost the 
right to grant foreign companies concessions for commu­
nal utility services. In November 1999, the Serbian Assem· 
bly passed a new, 226-article law on lol.'.al government that 
brought all local government financing under central con ­
trol. The new law even allowed the central gm ernment to 
dismis-; local administrations and rule by decree in some 
ca'>es (for instance, when fouding opposition parties could 
not form a municipal government within 60 days after clec­
tiom ). Reform uf the administrative org~mization of the 
country, which is under way, is expected to give substantive 
powers and responsibilities back to local governments. 

Although municipal governments do raise some rev­
enues autonomously (t(ir example, through turnover taxes 
from the sole of property, the issuance of various types of 
person.ii identification, the sale ofvch1clc license plates, and 
the price of public transportation), most rely on supple­
mental funding from the central government. As one World 
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Bank specialist on Yugoslavia noted in 1999, "Jt i~ hard 
even to sa~· what local government i:. when all of the moncr 
goes to the central government." 

Civil servants in the rRY are on the whole competent 
and professional, but thcr have suftcrcd from the general 
economic deterioration of the past decade, which has af 
tCctcd the governmental burcaucnicy':. ability to modern ­
ize. Another clement of thi'> problem is the fact that the 
Milosevic regime was adept at co-opting members of the 
civil service by destroying ;my alternatives to its rule . The 
general economic mah1ise of the country ha'> abo made it 
fairly common tor civil servants to engage in bribe t.1king. 
Th1: new authoritic'> have yet to emb;1rk upon any meaning­
ful reform of the civil service . 

RULE OF LAW 
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The fall of Milosevic allowed the FRY to begin the process 
of serious constitutional reform, especially regarding rela­
tions between Serbia and Montenegro. In December 2000, 
the Djukanovic leadership released a new version of a draft 
proposal on the relationship between the two republics that, 
among other things, called for a union of two independent, 
internationally recognized states. Montenegro would enjoy 
parity representation in common governmental bodies (de­
spite being only I /17th the size of Serbia), decisions would 
be made on a consensual basis, leading governmental posts 
would rotate on a semiregular basis between Serbia and 
Montenegro, and the two republics would maintain their 
own military forces. Even though the proposal relegates a 
common foreign policy to the authority of the joint state, it 
still calls on each republic to maintain its own diplomatic 
representation .ibroad and to formulate its own indepen­
dent foreign policies. 

In January 2001, on behalf of the Yugoslav federal 
government, President Kostunica replied with his proposal 
for a "ti.mctional federation" of the two republics. Under 
his plan, the federal government would be responsible for 
ensuring basic human rights and freedoms and have the 
authority to oversee national dctcnse, foreign affairs, mon­
etary policy, the customs service, and traffic and commu­
nications. Repeated attempts during the year to find a 
compromise between these two positions came to naught . 
Consequently, the two sides agreed that the decision over 
whether to continue in a joint state would be put to a popu­
lar referendum in Montenegro at some point in 2002 . How­
ever, even here there is much disagreement over specific 
issues such as the wording of the referendum and the re­
quired level of voter turnout. 
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be used either to buy shares in specific enterprises or to buy 
shares in several licensed and privately managed privatization 
funds, which will in turn use the vouchers to buy shares on 
behalf of their investors. 

The state of economic reform in Kosovo is more nebu­
lous. Absent an agreement on whether Kosovo will remain a 
part of the FRY or become independent, it is extremely diffi­
cult to resolve a host of problems over ownership of many of 
its socially owned enterprises. This, in turn, reduces the will­
ingness of international investors to pour money into the 
province. A major component of Kosovo's new Constitu­
tional Framework for Provisional Selt:Govcrnment involves 
turning over a large share of the economic administration of 
the province from UNMIK to local authorities. 

Although Kosovo has a vibrant private sector, most of 
its private economic activity is small scale, involves some 
form of smuggling or other illegal activity, and is largely 
invisible to government oversight. Of Kosovo's nearly 350 
socially owned enterprises, 25-50 percent arc believed to 
be unviablc. UNMIK is in the process of drawing up a basic 
package oflaws to further the privatization process, includ­
ing laws on contracts, foreign investment, and banking. The 
package will also include legislation on bankruptcy and the 
protection of competition. Much of this effort, however, 
rests on the establishment of a credible independent judi­
ciary in the province. 

Kosovo is estimated to have experienced significant eco­
nomic growth in 2001, albeit based on the fact that it started 
from a very low base level. Real GDP growth was estimated 
to be in the double digits, and the agricultural harvest was 
expected to be 20-30 percent higher than 2000 levels. At 
the same time, however, much of the growth in Kosovo is 
due to the large international presence in the province and 
international aid; in 2000, for instance, international trans­
tCrs to Kosovo amounted to 51 percent of estimated GDP, 
while in 2001 it amounted to 44 percent. 

Banking reform in the FRY emerged as one of the most 
painful reform issues of 2001. The FR Y's banks arc over­
burdened with bad debts that were accumulated during the 
Milosevic era. Nineteen banks were forced to close in 2001 
owing to insolvency, including four of the largest banks in 
Serbia, whose bad debts totaled $3.75 billion. An estimated 
8,000 bank employees lost their jobs in these closings. Nev­
ertheless, confidence in the banking system is slowly being 
restored, as is evident by the fact that hard currency savings 
rose by some $264 million during the year. Confidence in 
the dinar is also relatively strong thanks to the government's 
new policy of internal convertibility. The black market cur­
rency dealers who were once so ubiquitous on city streets 
in the 1990s have largely disappeared . Throughout 2001, 
the Federal Assembly worked on a series of draft laws and 
regulations that are intended to bring banking supervision 
in the FRY in line with international practice. 

Reform of the taxation system has been a major success 
of the new government. A package of 11 new taxation laws, 
which the Serbian Assembly passed 111 April and May 2001, 

arc intended to simplil)1 the tax structure and broaden the 
tax base to improve tax administration and enable a gradual 
reduction in the tax burden. Information campaigns to in­
crease public awareness of the changes have also been for­
mulated. In addition, the Serbian Assembly passed a law on 
extra profit earned during the Milosevic years. Although 
politically controversial, the law is popular with average citi­
zens. However, critics have charged that firms that earned 
enormous sums of money during the Milosevic years but 
are now closely tied to the new Serbian authorities have 
managed to avoid heavy fines . 

Budget reform in 2001 is another of the new 
government's great successes. This is especially landablc since 
hidden budget deficits in 2000 reached up to 13 percent of 
GDP. For 2001, the state budget was essentially balanced. 
Foreign credits, improved revenue collection, low expendi­
tures, and prioritized governmental spending all contrib­
uted to the balanced budget. The dinar remained relatively 
stable during the new government's first year in office, hov­
ering around seventy to the dollar for most of 2001. For­
eign currency reserves increased by approximately 150 
percent in 2001; they rose from $385 million in October 
2000 to approximately $1 billion by September 2001. 

In Kosovo, tax compliance remains weak. Of the total 
revenues collected in 2000 and 2001, 80 percent were re­
ceived at the border through customs taxes and duties, pri­
marily as import fees on oil. Plans arc under way to introduce 
a tax on wages and profits in 2002 and an income tax in 
2003. Most of the revenue for government institutions and 
services comes from foreign donations. 

Price liberalization enacted 111 October 2000 resulted 
in a quick rise in intlation from 5.5 percent in the third 
quarter of 2000 to 26 percent in October. It then fell to 
approximately 10 percent in December. The annual rate of 
inflation for 2000 reached 115 percent. The annual rate of 
inflation through October 2001 was 65.5 percent. Despite 
the success in bringing down inflation, price liberalization 
resulted in a significant drop in living standards in 2001 as 
wages failed to keep pace with the rise in the cost of living. 
The price of electricity in Serbia more than doubled be­
tween October 2000 and April 2001, and a further 15 per­
cent increase was imposed in October 2001 . Similarly, the 
prices of gasoline, pharmaceuticals, tobacco, and alcohol 
were raised in July, and the price of bread was raised in Au­
gust. Montenegro made similar adjustments during the year. 
Meanwhile, real net wages increased by only 37.8 percent 
from October 2000 to October 2001. 

The new government has also made significant progress 
in liberalizing the FR.Y's international trade regime. In their 
first day in office, DOS authorities eliminated the tax on 
entering and exiting the country. A new, comprehensive 
Foreign Investment Law is being introduced, and the former 
Conccs~ion Law is being revised to facilitate foreign invest­
ment in the oil, gas, and mining infrastructure sectors in an 
environment of maximum legal clarity and security. In July 
2001, the FRY took a major step tow,ud increasing trade 



with neighboring countries when it signed a Memorandum 
of Understanding with other southeastern European coun­
tries on reductions in trade barriers. The new Juthoritics 
arc also trying to increase the prominence of the FRY's In­
vestment and Trade Promotion Agency. 

Set against the tremendous rise in populJr expectations 
after October 2000 fi.>r a better life, high unemployment 
rates, weak economic growth, rising prices, and the slow 
pace at which international aid hJs arrived all contributed 
to a rise in social tensions in 2001. Unemployment in par­
ticular is expected to worsen over the next one or two years 
as unprofitable enterprises begin to shut down. The young 
have suffered the highest rates of unemployment in recent 
years, and a study completed in 2001 showed that 57 per­
cent of young people aged 15 to 24 were unemployed. 
Another major demographic group that has swelled the ranks 
of the unemployed consists of refugees from the wars in 
Croatia, Bosnia, and Kosovo. 

The unemployment rate in Montenegro during the first 
quarter of 2001 was 39 percent, while in Serbia it was 28 
percent. Out of a total population of 10,867,000 in Serbia 
and Montenegro, there were 6,699,000 people in the po­
tential labor force, of whom 3,582,979 were employed. ln 
the general population, 2,845,000 pensioners, students, 
dependents, and others qualified as economically inactive. 
In 1999, Kosovo had a potential labor force of some 
1,330,000 people, 65 percent of whom were economically 
inactive or unemployed. 

Unemployment benefits in the FRY are roughly equiva­
lent to the minimum wage. The minimum wage, however, 
is insufficient to cover minimal expenses for workers and 
their families. In 2001, the annual cost of food and utilities 
for a family of four was estimated at $1,568. At the same 
time, the FRY's pay-as-you-go pension system has been in 
crisis for several years. Shortfalls in the pension system 
amounted to approximately $300 million per month (33 
percent of payouts) in 2001 and arc expected to rise in 2002. 
As part of an effort to reform the pension system and en­
courage greater compliance, the mandatory contribution 
rate (shared equally by employers and employees) was re­
duced from 32 percent to 19.6 percent in June 2001. Other 
anticipated reforms include tightening the procedures for 
qualifying for disability pensions, increasing both the mini­
mum and the mandatory retirement age, and changing the 
system for calculating pensions. The UNMIK plans to in­
troduce a social security system in Kosovo in 2002. 

As of April 2000, average salaries in the FRY varied 
significantly by republic. In Montenegro, the average salary 
stood at DM 185, while in Serbia the average salary was 
only DM 88. However, average prices were also significantly 
higher in Montenegro. Wage arrearagcs arc a major prob­
lem in the economy, especially for workers employed in the 
public sector. A study completed in 2000 showed that 42.7 
percent of workers claimed they were receiving their sala-

YUGOSLAVIA • 445 

ric!> late. One of the ways in which the Milosevic regime 
,1mclioratcd public dissatisfaction with such a situation was 
to be lax in the collection of utility payments. Barter is an­
other way in which individuals make do. Many individuals 
in the FRY also have strong tics to the countryside and arc 
able to obtJin basic foodstuffs from relatives or friends in 
their native villages. 

Private sector wages, along with money earned in the 
shadow economy, arc generally higher than public sector 
wages. A survey completed in 2000 showed that one-fifth 
of unemployed workers in the social sector .rnd one-fourth 
of the cmplo)•cd work in some area of the shadow market 
and earn an average wage of approximately $1 per hour­
double that of someone who works in the social sector and 
pays taxes. Up to one million people, or 30 percent of the 
potential workforce, arc believed to be working in the black 
or gray market. 

Although women arc officially entitled to equal pay for 
equal work, traditional patriarchal and societal attitudes of­
ten prevent women from reaching higher levels of manage­
ment. Moreover, in broader terms, women's economic 
position in society has diminished dming the transition from 
socialism to something resembling a market economy. For 
instance, women have often been the first to be laid off 
when firms run into economic difficulties. 

The FRY's educational system has also suffered consid­
erably over the past decade. While state support for educa­
tion has dwindled in recent years, the educational system 
has also had to bear the brunt of coping with the influx of 
tens of thousands of refugee children. The educational sys­
tem in Kosovo has been especially disrupted over the past 
decade. The current student-teacher ratio in the province is 
17.5 to 1 for primary education, 15 to 1 for secondary edu­
cation, and 14 to 1 for higher education. However, despite 
these relatively good numbers, tllcrc is believed to be a deficit 
of teachers who have important language, computer, and 
other skills. Persistent attacks on non-Albanian ethnic mi­
norities require Serbs, Roma, Bosniacs, and other children 
to be schooled in separate areas. 

The current curriculum in Kosovo was developed in 
the 1990s, when Albanians set up a parallel school system. 
International officials believe this curriculum is inadequate 
and needs to be revised as soon as possible. A new Depart­
ment of Education has been set up in Kosovo to oversee 
education reform. Many of Kosovo's 1,000 primary schools, 
66 secondary schools, and the University of Pristina sus­
tained significant damage to their infrastructure during the 
recent years of conflict. 

Gordo11 N. Bardos is the assistant director of the Harri111a11 
l11stit11tc at Columbia U11i11crsit)'. He has published widely 011 

the problems of 11atio11alism and ethnic conflict in so11thcnst­
en1 Europe, a11d is a frcq11e11t commentator 011 Balkan de11el­
opme11ts for Amc1·icn11 a11d E11ropcan media. 











nations in transit 2002 
How are democracy and market reforms faring in Central and Eastern Europe and the for­
mer Soviet Union? Is civil society expanding or shrinking? Are the media free or fettered by 
official constraints? To what degree are nations governed by the rule of law? Are human 
rights respected? Do taxation and trade policies, property rights reforms, banking laws, pri­
vatization, and macroeconomic policies encourage or encumber private sector development 
and economic growth? 

In Nations in Transit 2002, Freedom House asked leading regional specialists and in-house 
experts to answer a checklist of more than 70 indicators for 27 post-Communist countries in 
ten key areas: political process; civil society; independent media; governance and public ad­
ministration; constitutional, legislative and judicial framework; corruption; privatization; 
macroeconomic policy; microeconomic policy; and social sector indicators. The survey was 
reviewed by an oversight board of leading U.S. scholars and experts from Central and East­
ern Europe and the former Soviet Union. 

The results are incisive, authoritative, and comprehensive country-by-country reports that 
assess the progress of each country in ridding itself of a repressive political system and an in· 
efficient statist economy. As an added dimension, Freedom House- which for nearly 25 
years has rated global political rights and civil liberties in its benchmark Freedom in the World 
surveys-has developed a rating system that allows for a comparative analysis of reforms in 
the countries covered by the survey. 

Nations in Transit 2002 is an invaluable resource and reference tool for governmental and 
nongovernmental institutions, schools and universities, and anyone else interested in better 
understanding the political, economic, and legal structures and institutions that form the in­
frastructure on which the transition to open societies and free markets depends. 

An essential tool for those concerned with the future of democratizing East Central Europe 
and the newly independent states of the Soviet Union .... comprehensive and reliable. 

Zbigniew Brzezinski, Center for Strategic and International Studies 

I have long admired Freedom House and relied on Freedom House publications for a large 
variety of important information ... . Freedom House has demonstrated through decades since 
its founding a most extraordinary, consistent dear-headed commitment to democratic 
politics of free societies. 

Jeane Kirkpatrick, American Enterprise Institute 


	pnadk497_Page_001
	pnadk497_Page_002
	pnadk497_Page_003
	pnadk497_Page_004
	pnadk497_Page_005
	pnadk497_Page_006
	pnadk497_Page_007
	pnadk497_Page_008
	pnadk497_Page_009
	pnadk497_Page_010
	pnadk497_Page_011
	pnadk497_Page_012
	pnadk497_Page_013
	pnadk497_Page_014
	pnadk497_Page_015
	pnadk497_Page_016
	pnadk497_Page_017
	pnadk497_Page_018
	pnadk497_Page_019
	pnadk497_Page_020
	pnadk497_Page_021
	pnadk497_Page_022
	pnadk497_Page_023
	pnadk497_Page_024
	pnadk497_Page_025
	pnadk497_Page_026
	pnadk497_Page_027
	pnadk497_Page_028
	pnadk497_Page_029
	pnadk497_Page_030
	pnadk497_Page_031
	pnadk497_Page_032
	pnadk497_Page_033
	pnadk497_Page_034
	pnadk497_Page_035
	pnadk497_Page_036
	pnadk497_Page_037
	pnadk497_Page_038
	pnadk497_Page_039
	pnadk497_Page_040
	pnadk497_Page_041
	pnadk497_Page_042
	pnadk497_Page_043
	pnadk497_Page_044
	pnadk497_Page_045
	pnadk497_Page_046
	pnadk497_Page_047
	pnadk497_Page_048
	pnadk497_Page_049
	pnadk497_Page_050
	pnadk497_Page_051
	pnadk497_Page_052
	pnadk497_Page_053
	pnadk497_Page_054
	pnadk497_Page_055
	pnadk497_Page_056
	pnadk497_Page_057
	pnadk497_Page_058
	pnadk497_Page_059
	pnadk497_Page_060
	pnadk497_Page_061
	pnadk497_Page_062
	pnadk497_Page_063
	pnadk497_Page_064
	pnadk497_Page_065
	pnadk497_Page_066
	pnadk497_Page_067
	pnadk497_Page_068
	pnadk497_Page_069
	pnadk497_Page_070
	pnadk497_Page_071
	pnadk497_Page_072
	pnadk497_Page_073
	pnadk497_Page_074
	pnadk497_Page_075
	pnadk497_Page_076
	pnadk497_Page_077
	pnadk497_Page_078
	pnadk497_Page_079
	pnadk497_Page_080
	pnadk497_Page_081
	pnadk497_Page_082
	pnadk497_Page_083
	pnadk497_Page_084
	pnadk497_Page_085
	pnadk497_Page_086
	pnadk497_Page_087
	pnadk497_Page_088
	pnadk497_Page_089
	pnadk497_Page_090
	pnadk497_Page_091
	pnadk497_Page_092
	pnadk497_Page_093
	pnadk497_Page_094
	pnadk497_Page_095
	pnadk497_Page_096
	pnadk497_Page_097
	pnadk497_Page_098
	pnadk497_Page_099
	pnadk497_Page_100
	pnadk497_Page_101
	pnadk497_Page_102
	pnadk497_Page_103
	pnadk497_Page_104
	pnadk497_Page_105
	pnadk497_Page_106
	pnadk497_Page_107
	pnadk497_Page_108
	pnadk497_Page_109
	pnadk497_Page_110
	pnadk497_Page_111
	pnadk497_Page_112
	pnadk497_Page_113
	pnadk497_Page_114
	pnadk497_Page_115
	pnadk497_Page_116
	pnadk497_Page_117
	pnadk497_Page_118
	pnadk497_Page_119
	pnadk497_Page_120
	pnadk497_Page_121
	pnadk497_Page_122
	pnadk497_Page_123
	pnadk497_Page_124
	pnadk497_Page_125
	pnadk497_Page_126
	pnadk497_Page_127
	pnadk497_Page_128
	pnadk497_Page_129
	pnadk497_Page_130
	pnadk497_Page_131
	pnadk497_Page_132
	pnadk497_Page_133
	pnadk497_Page_134
	pnadk497_Page_135
	pnadk497_Page_136
	pnadk497_Page_137
	pnadk497_Page_138
	pnadk497_Page_139
	pnadk497_Page_140
	pnadk497_Page_141
	pnadk497_Page_142
	pnadk497_Page_143
	pnadk497_Page_144
	pnadk497_Page_145
	pnadk497_Page_146
	pnadk497_Page_147
	pnadk497_Page_148
	pnadk497_Page_149
	pnadk497_Page_150
	pnadk497_Page_151
	pnadk497_Page_152
	pnadk497_Page_153
	pnadk497_Page_154
	pnadk497_Page_155
	pnadk497_Page_156
	pnadk497_Page_157
	pnadk497_Page_158
	pnadk497_Page_159
	pnadk497_Page_160
	pnadk497_Page_161
	pnadk497_Page_162
	pnadk497_Page_163
	pnadk497_Page_164
	pnadk497_Page_165
	pnadk497_Page_166
	pnadk497_Page_167
	pnadk497_Page_168
	pnadk497_Page_169
	pnadk497_Page_170
	pnadk497_Page_171
	pnadk497_Page_172
	pnadk497_Page_173
	pnadk497_Page_174
	pnadk497_Page_175
	pnadk497_Page_176
	pnadk497_Page_177
	pnadk497_Page_178
	pnadk497_Page_179
	pnadk497_Page_180
	pnadk497_Page_181
	pnadk497_Page_182
	pnadk497_Page_183
	pnadk497_Page_184
	pnadk497_Page_185
	pnadk497_Page_186
	pnadk497_Page_187
	pnadk497_Page_188
	pnadk497_Page_189
	pnadk497_Page_190
	pnadk497_Page_191
	pnadk497_Page_192
	pnadk497_Page_193
	pnadk497_Page_194
	pnadk497_Page_195
	pnadk497_Page_196
	pnadk497_Page_197
	pnadk497_Page_198
	pnadk497_Page_199
	pnadk497_Page_200
	pnadk497_Page_201
	pnadk497_Page_202
	pnadk497_Page_203
	pnadk497_Page_204
	pnadk497_Page_205
	pnadk497_Page_206
	pnadk497_Page_207
	pnadk497_Page_208
	pnadk497_Page_209
	pnadk497_Page_210
	pnadk497_Page_211
	pnadk497_Page_212
	pnadk497_Page_213
	pnadk497_Page_214
	pnadk497_Page_215
	pnadk497_Page_216
	pnadk497_Page_217
	pnadk497_Page_218
	pnadk497_Page_219
	pnadk497_Page_220
	pnadk497_Page_221
	pnadk497_Page_222
	pnadk497_Page_223
	pnadk497_Page_224
	pnadk497_Page_225
	pnadk497_Page_226
	pnadk497_Page_227
	pnadk497_Page_228
	pnadk497_Page_229
	pnadk497_Page_230
	pnadk497_Page_231
	pnadk497_Page_232
	pnadk497_Page_233
	pnadk497_Page_234
	pnadk497_Page_235
	pnadk497_Page_236
	pnadk497_Page_237
	pnadk497_Page_238
	pnadk497_Page_239
	pnadk497_Page_240
	pnadk497_Page_241
	pnadk497_Page_242
	pnadk497_Page_243
	pnadk497_Page_244
	pnadk497_Page_245
	pnadk497_Page_246
	pnadk497_Page_247
	pnadk497_Page_248
	pnadk497_Page_249
	pnadk497_Page_250
	pnadk497_Page_251
	pnadk497_Page_252
	pnadk497_Page_253
	pnadk497_Page_254
	pnadk497_Page_255
	pnadk497_Page_256
	pnadk497_Page_257
	pnadk497_Page_258
	pnadk497_Page_259
	pnadk497_Page_260
	pnadk497_Page_261
	pnadk497_Page_262
	pnadk497_Page_263
	pnadk497_Page_264
	pnadk497_Page_265
	pnadk497_Page_266
	pnadk497_Page_267
	pnadk497_Page_268
	pnadk497_Page_269
	pnadk497_Page_270
	pnadk497_Page_271
	pnadk497_Page_272
	pnadk497_Page_273
	pnadk497_Page_274
	pnadk497_Page_275
	pnadk497_Page_276
	pnadk497_Page_277
	pnadk497_Page_278
	pnadk497_Page_279
	pnadk497_Page_280
	pnadk497_Page_281
	pnadk497_Page_282
	pnadk497_Page_283
	pnadk497_Page_284
	pnadk497_Page_285
	pnadk497_Page_286
	pnadk497_Page_287
	pnadk497_Page_288
	pnadk497_Page_289
	pnadk497_Page_290
	pnadk497_Page_291
	pnadk497_Page_292
	pnadk497_Page_293
	pnadk497_Page_294
	pnadk497_Page_295
	pnadk497_Page_296
	pnadk497_Page_297
	pnadk497_Page_298
	pnadk497_Page_299
	pnadk497_Page_300
	pnadk497_Page_301
	pnadk497_Page_302
	pnadk497_Page_303
	pnadk497_Page_304
	pnadk497_Page_305
	pnadk497_Page_306
	pnadk497_Page_307
	pnadk497_Page_308
	pnadk497_Page_309
	pnadk497_Page_310
	pnadk497_Page_311
	pnadk497_Page_312
	pnadk497_Page_313
	pnadk497_Page_314
	pnadk497_Page_315
	pnadk497_Page_316
	pnadk497_Page_317
	pnadk497_Page_318
	pnadk497_Page_319
	pnadk497_Page_320
	pnadk497_Page_321
	pnadk497_Page_322
	pnadk497_Page_323
	pnadk497_Page_324
	pnadk497_Page_325
	pnadk497_Page_326
	pnadk497_Page_327
	pnadk497_Page_328
	pnadk497_Page_329
	pnadk497_Page_330
	pnadk497_Page_331
	pnadk497_Page_332
	pnadk497_Page_333
	pnadk497_Page_334
	pnadk497_Page_335
	pnadk497_Page_336
	pnadk497_Page_337
	pnadk497_Page_338
	pnadk497_Page_339
	pnadk497_Page_340
	pnadk497_Page_341
	pnadk497_Page_342
	pnadk497_Page_343
	pnadk497_Page_344
	pnadk497_Page_345
	pnadk497_Page_346
	pnadk497_Page_347
	pnadk497_Page_348
	pnadk497_Page_349
	pnadk497_Page_350
	pnadk497_Page_351
	pnadk497_Page_352
	pnadk497_Page_353
	pnadk497_Page_354
	pnadk497_Page_355
	pnadk497_Page_356
	pnadk497_Page_357
	pnadk497_Page_358
	pnadk497_Page_359
	pnadk497_Page_360
	pnadk497_Page_361
	pnadk497_Page_362
	pnadk497_Page_363
	pnadk497_Page_364
	pnadk497_Page_365
	pnadk497_Page_366
	pnadk497_Page_367
	pnadk497_Page_368
	pnadk497_Page_369
	pnadk497_Page_370
	pnadk497_Page_371
	pnadk497_Page_372
	pnadk497_Page_373
	pnadk497_Page_374
	pnadk497_Page_375
	pnadk497_Page_376
	pnadk497_Page_377
	pnadk497_Page_378
	pnadk497_Page_379
	pnadk497_Page_380
	pnadk497_Page_381
	pnadk497_Page_382
	pnadk497_Page_383
	pnadk497_Page_384
	pnadk497_Page_385
	pnadk497_Page_386
	pnadk497_Page_387
	pnadk497_Page_388
	pnadk497_Page_389
	pnadk497_Page_390
	pnadk497_Page_391
	pnadk497_Page_392
	pnadk497_Page_393
	pnadk497_Page_394
	pnadk497_Page_395
	pnadk497_Page_396
	pnadk497_Page_397
	pnadk497_Page_398
	pnadk497_Page_399
	pnadk497_Page_400
	pnadk497_Page_401
	pnadk497_Page_402
	pnadk497_Page_403
	pnadk497_Page_404
	pnadk497_Page_405
	pnadk497_Page_406
	pnadk497_Page_407
	pnadk497_Page_408
	pnadk497_Page_409
	pnadk497_Page_410
	pnadk497_Page_411
	pnadk497_Page_412
	pnadk497_Page_413
	pnadk497_Page_414
	pnadk497_Page_415
	pnadk497_Page_416
	pnadk497_Page_417
	pnadk497_Page_418
	pnadk497_Page_419
	pnadk497_Page_420
	pnadk497_Page_421
	pnadk497_Page_422
	pnadk497_Page_423
	pnadk497_Page_424
	pnadk497_Page_425
	pnadk497_Page_426
	pnadk497_Page_427
	pnadk497_Page_428
	pnadk497_Page_429
	pnadk497_Page_430
	pnadk497_Page_431
	pnadk497_Page_432
	pnadk497_Page_433
	pnadk497_Page_434



