ECONOMIC PROGRAM

In 2022, the Economic Program focused on the following topics:

* Foreign authoritarian influence, hybrid threats and disinformation. In the
wake of Russia’s war in Ukraine, CSD intensified its efforts to build resil-
ience and capacity, and to promote evidence-based policy responses to the
vulnerabilities of the European countries to foreign authoritarian influences.
CSD developed methodologies, metrics, training exercises, campaigns, and
public-private partnership networks for countering Kremlin’s disinforma-
tion toolkit and hybrid threats in the Black Sea region, including such related
to weapons of mass destruction. CSD exchanged knowledge with leading
research institutes in the field of media literacy, natural language processing,
Al and big data. The Center also joined a Europe-wide initiative aiming to
create an Al-based system that will assist citizens to critically reflect on infor-
mation and news and identify sources of disinformation.

* Countering corruption, illicit finance, state, and media capture. CSD ex-
panded the use of its State Capture Assessment Diagnostics (SCAD) and
Monitoring Anti-Corruption Policy Implementation (MACPI) methodolo-
gies in the Western Balkans. The Center initiated a regional good governance
public—private partnership platform in Southeast Europe, spanning ten cur-
rent and aspiring EU Member States. CSD took a leading role in advocating
measures for rolling back state and media capture in the region through so-
cial media campaigns, solid anti-corruption policy research and analysis, and
policy forums in Zagreb and Belgrade. The Economic Program worked to
strengthen the capacity of civil society and public authorities on the methods
of tackling entrenched state and media capture networks and illicit finance.

* Economic security and undeclared work. The Center supported the Euro-
pean Labour Authority in its efforts at sharing good practices on tackling
undeclared work among the EU Member States. CSD engaged in develop-
ing solutions for strengthening Europe’s economic security and competitive-
ness vis-a-vis authoritarian economic coercion through supporting the EU’s
mechanisms for investment screening and anti-money laundering. CSD also
provided a platform for promoting the economic cross-border cooperation
between Bulgaria and North Macedonia through constructive capital and de-
veloped specific policy solutions for attracting constructive capital in the two
countries.

* Innovation and competitiveness. CSD prepared the chapter on Bulgaria’s
international competitiveness, published in IMD’s World Competitiveness
Yearbook 2022, and contributed to the development of the annual Innovation.
bg report devoted to the key role and the challenges to the digital and green
transition amid the current economic crisis.



20

I. Foreign authoritarian influence
and disinformation

The Kremlin’s arsenal of adversarial
tools for power projection is a growing
source of hybrid threats. Despite falling
below the threshold of actual warfare,
these threats can have far-reaching and
pernicious implications for victim states.
Thelack of a coordinated EU approach in
this area is becoming increasingly alarm-
ing in the context of the military conflict
in Ukraine. Against this backdrop, CSD
promoted the creation of a new Europe-
an strategy for tackling disinformation
that considers the complexity of build-
ing resilience without encroaching on
free speech. In this effort, CSD cooper-
ated with the East StratCom Task Force
of the European External Action Service,
the Beacon Project by the International
Republican Institute, European Digital
Media Observatory-affiliated initiatives

such as BROD and FENCE, the EU’s cit-
izens’ engagement program CERV, and
the Konrad Adenauer Stiftung. CSD be-
came part of TITAN — an EU-supported
initiative aiming to create an Al-based
system that will help citizens critically
reflect on information and news that
they encounter and identify sources of
disinformation.

CSD also exposed the Kremlin’s media
capture tactics and recommended ap-
propriate policy responses at a number
of events held in 2022. CSD took part
in the discussion ”“Foreign Influence
Threats to European Democracy and the
Role of Disinformation”, organised by
the Bureau of the European Parliament
in Bulgaria on 14 March 2022. The par-
ticipants outlined recommendations for
the systematic verification of facts by the
media and the development of critical
thinking skills in education.

Public discussion “Foreign Influence Threats to European Democracy and the Role of
Disinformation”, Sofia, 14 March 2022


https://brussels-school.be/project/titan-ai-citizen-intelligent-coaching-against-disinformation-0
https://csd.bg/events/event/foreign-influence-threats-to-european-democracy-and-the-role-of-disinformation/
https://csd.bg/events/event/foreign-influence-threats-to-european-democracy-and-the-role-of-disinformation/
https://csd.bg/events/event/foreign-influence-threats-to-european-democracy-and-the-role-of-disinformation/
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COUNTERING THE KREMLIN PLAYBOOK IN EUROPE
AFTER RUSSIA’S INVASION OF UKRAINE

Policy Brief No. 115, October 2022

‘The Russian invasion of Ukraine has led to the collapse
of Europe’s longstanding Ostpolitik. Accommodating  KEY POINTS
Russia, even when its foreign policy undermines
European security is no longer defensible. This provides > The Kremin has not only invaded Ukraine, but
a historic window of opportunity for transatlantic also intensified its influence operations across
cooperation i reinforcing democratic institutions and Europe, which in many cases have resulted in
upholding liberal international order. If anything, the state capture. Reversing this process must be
i foreign political
agenda on both sides of the Atlantic.
Russia's most harmful influence operations fall
nto three primary domains: political corruption
fueled by dirty Russian money, media capture by
way of controlling citical nodes of the media in-
frastructure of Central and Eastern Europe, and
2 foothold in key sectors of the European econo-
my, coupled with leveraging Russia’s position as a
dominant energy supplier.
The establishment of a single European AML au-
thority, closely cooperating with American en-
forcement institutions, would be a uniquely ef-
fective move in roling back political corruption.

urgently address political corruption and state capture,
which have led to widespread democratic backslding
and allowed the Kremlin to increase its economic and
political influence in Europe.

v

This malign influence builds on the confluence
of interests between Kremlin-supported Russian
oligarchs and their local counterparts. Given the EU's
rule by consensus on key issues, Russia's clout in some
European countries often undermines the EU's strategic
priorities, in turn weakening the very foundations of
its liberal international order. A strategic decoupling
from the Kremiin-led campaign of state capture in
Europe should be a transatlantic foreign policy priority.
Weakening Europe’s unity on sanctions and economic
diversification is the Kremiin's greatest desire.

v

v

The Kremlin's media presence should be dis-
placed by the creation a network of publicly
funded and independently run media outlets.
The roots and is

unmasked by CSD's analysis of the Kremlin Playbook,!
which revealed a complex and multilayered strategy.
Leveraging European energy dependence on Russian
hydrocarbons is now a widely recognized aspect of
that strategy. However, the broader corrupting effect
of illicit Russian financial flows entering European
financial hubs and the capture of traditional media
by Russian-enabled local oligarchs have not been

elof UsS. government support for media freedom
in CEE in the early 1990,

Europe needs a trategic decoupling of its econ-
‘omy from Russiafs. Priority should be given to
breaking energy dependence and dismantiing
Russian oligarchic networks across the continent.

v

v

In the more vulnerable economies of Eastern and
Southern Europe, Russia's weaponizaton oftrade.
b —— must be opposed by pursuinga polic of trategic

Playbook in Europe, Sofia: Center for the Study investment by the U.S. and Western Europe.

2000

In the policy brief Countering the Krem-
lin Playbook in Europe after Russia’s In-
vasion in Ukraine, published in October
2022, CSD maps the key mechanisms of
The Kremlin Playbook in Europe. The brief
includes policy recommendations for
Europe’s economic and political decou-
pling from Russia, as well as for closing
governance gaps exploited by Russia to
evade sanctions and preserve its influ-
ence in strategic sectors.

To encourage constructive dialogue,
CSD, the America for Bulgaria Founda-
tion, and the International Republican
Institute’s Beacon Project co-organised
the roundtable ”“Building Disinforma-
tion Resilience: Scoping Institutional In-
frastructure and Responses”, held on 13
September 2022 in Sofia. The discussion
noted the need for exchange of informa-
tion and experience at transatlantic and
EU level in order to identify the existing
and technologically advanced threats.

The Economic Program highlighted Bul-
garia’s particular susceptibility to an-
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ti-democratic disinformation narratives
and the need for a long-term media lit-
eracy strategy supported by legal and fi-
nancial instruments at the press confer-
ence “Pro-Russian Disinformation and
the Kremlin’s Anti-Democratic Messag-
es in Bulgaria in the Context of Infor-
mation War” held on 13 October 2022.
Multiple media outlets published CSD’s
conclusions and policy recommenda-
tions, including the Bulgarian Telegraph
Agency, Mediapool, OFFNews, Capital
weekly, the Bulgarian National Radio,
Novini.bg, 24 Chasa daily, Utro Ruse,
and Actualno.com.

The Center emphasised the importance
of reversing media capture in Policy
Agenda for Countering Media Capture in
Europe, published in October 2022. The
focus of such efforts should go beyond
tackling disinformation to expose and
decouple critical nodes of European me-
dia infrastructure from corrosive Rus-
sian capital. Countries in Central and
Eastern Europe are of particular con-
cern, as some display alarmingly high

DEMOCRACY

POLICY AGENDA FOR COUNTERING MEDIA
CAPTURE IN EUROPE
Policy Brief No. 116, October 2022

Both inthe run-up o tswar in Ukraine and afterward, the
kremlin has intensified its disinformation campaigns, KEY POINTS
particulaly those targeted at Europe. Reversing medi
capture, which allows Russian disinformation to affect
citzen attitudes in Europe, must be the first order of

> The Kremin has intensifid s disinformation
campaigns since launching its war in Ukraine,
utilzing captured media assets and the lax
latory framework of many social  media
business on the foreign policy agenda on both sides of the | netwarks o expltt polcy loopholes and evade . the
Atlantic. The focus of such efforts must go beyond tackling | femoval of fase o misleading content
disinformation to expose and decouple critical nodes of
European media infrastructure from corrosive Russian
capital. Countries in Central and Eastern Europe are of
partcular concern, as some display alarmingly high levels

> Western sanctions have made signfficant strides in
blocking direct avenues of Russian media capture, but
if the legal gaps and_ governance deficits which the
Kremlin previously exploited are not addressed, their

grey media ifrastucture could exsy resurge after
the end of the war.

» Guropenn states must use this opporunity to
of disrupting the EU and NATO as models of governance. | CaPHUMe-proof theirinsttutons and media, adopting
ussa has deployed  variety of nstrumens as part of s | S Wholeof overnment appreach o close governance
media capture campaign,’ including direct ownership e sl Kbt} ke
andfor informal  financial  (advertising,  public
procurement) and political ties to the editorial and | gy jegisfation to clearly define the e between
management bodies of local media outlets, broadcasting | fegal s speech and ermingl dnformaton
of Russian channels,difusion-proofing, building networks

" ' Ensuring the transparency of ownership of media
of ienlyjournliss and content cretors, an nurturing |~ &7 M1 ranaparency of ownersip o e
agents of influence among politicians and other PUBIC | cuses of med. aaars e 3 visl o toue
figures. The Kremiin has been able to capialze on the | canpure rosting. . aft could be. bosterea
decline of traditional media and the erosion of their e atoml media’ requstony
funding base. In addition, the rise of social media with its | agencies and enabling them to monitor the actions
unchecked algorithms, lack of appropriate moderation, | of foreign stte-sponsored media subsidaries more
and democratic culture, has provided fertile breccing | closey
ground for clickcbait Russian propaganda. Countering 3 guding funding instruments and mechanisms for
media capture in Europe would entail addressing all four  independent media platforms is 3 top priority. The
ofts components: €U should devote specific focus to Central and

and its authoritarian model

winerable regions  with regard to Russian
disinformation and media capture. Private-sector-
driven institutions with inital public funding,
independent boards, and private-sector ~volunteers
and support should be established.
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https://offnews.bg/obshtestvo/shtom-go-kazhat-10-polititci-znachi-e-viarno-kak-ruskata-propaganda-787180.html
https://www.capital.bg/politika_i_ikonomika/redakcionni_komentari/2022/10/21/4404916_oporite_na_ruskata_dezinformaciia_v_bulgariia/
https://bnr.bg/horizont/post/101720414/cid-balgaria-i-sarbia-slujat-kato-kluchovi-centrove-za-vlianie-na-kremal-v-ugoiztochna-evropa
https://novini.bg/sviat/eu/743275
https://www.24chasa.bg/biznes/article/12789631
https://utroruse.com/article/859018/
https://www.actualno.com/society/proruskata-propaganda-u-nas-edni-i-syshti-hora-spodeljat-protivorechashti-si-kremylski-narativi-news_1825855.html
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Press conference “Pro-Russian Disinformation and the Kremlin's Anti-Democratic Messages in
Bulgaria in the Context of Information War”, Sofia, 13 October 2022
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(L-R): Justin D. Maddox, Adjunct Professor, George Mason University,
Ambassador Herro Mustafa, U.S. Embassy and CSD Chairman Dr. Ognian Shentov at
the conference “Countering Hybrid Threats: Policy Options for Building Resilience to
the Kremlin Playbook in Europe”, Sofia, 30 November 2022



levels of cognitive capture, swaying
public opinion towards Russia and its
authoritarian model.

To bring attention to the need of insti-
tutional capacity building and coordina-
tion on national and EU level, CSD, in
cooperation with the U.S. Department of
State and the Konrad Adenauer Stiftung,
organised an international conference
on the policy options and the practical
tools for tackling hybrid threats in Bul-
garia. During the conference, which
took place on 30 November 2022 in So-
fia, CSD presented its policy brief Coun-
tering Hybrid Threats in Bulgaria, outlin-
ing its latest findings on Russia’s hybrid
warfare tools, with a particular focus on
the risks posed by the Kremlin's state
and media capture strategies.

The Center also organised a series of
thematic events designed to increase
policy-makers” and civil society or-
ganisations’ awareness of the national
security implications of the Kremlin's
disinformation tactics, including two
workshops held in Plovdiv and Varna
on 3 and 5 October 2022. These were
preceded by the interdisciplinary work-
shop ”Countering Hybrid Threats: For-
eign Influence and Disinformation”,
held on 15 June 2022, at which the Cen-
ter underlined the complexity of hybrid
threats by focusing on unconventional
weapons and disinformation as instru-
ments of foreign malign influence. CSD
has summarised the key learning points
and recommendations for action from
these collaborative exercises in the poli-
cy brief Countering Hybrid Threats in Bul-
garia published in November 2022.

II. Countering corruption,
illicit finance and state capture

CSD’s regional civil society anti-cor-
ruption initiative, the Southeast Eu-
ropean Leadership for Development
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COUNTERING HYBRID THREATS IN BULGARIA

Policy Brief No.118, November 2022

KEY POINTS

and Integrity (SELDIL.net), expanded its
work in the Western Balkans, working
to counteract authoritarian and corrup-
tion-related backsliding, which has been
reinforced by Russia’s war in Ukraine.
CSD focused on advocacy and on the
implementation of state-of-the-art prac-
tical tools for strengthening anti-corrup-
tion capacities across the region, such
as CSD’s State Capture Assessment Di-
agnostics (SCAD) and Monitoring An-
ti-Corruption Policy Implementation
(MACPI).

During the regional policy forum in
Skopje, held on 7 April 2022, CSD un-
derlined the challenges that Western
Balkan societies face and the institu-
tional gaps that allow the flourishing of
corruption. CSD experts presented the
results from the Corruption Monitoring
System (CMS) for the period 2014-2021.
The panelists, including members of the
European Parliament, stressed that the
anti-corruption progress achieved in the
Western Balkans between the early 2000s
and mid-2010s has been halted or even


https://seldi.net/
https://csd.bg/events/event/fight-against-corruption-the-western-balkans-in-focus/
https://csd.bg/events/event/fight-against-corruption-the-western-balkans-in-focus/
https://csd.bg/events/event/countering-hybrid-threats-policy-options-for-building-resilience-to-the-kremlin-playbook-in-europe/
https://csd.bg/publications/publication/countering-hybrid-threats-in-bulgaria/
https://csd.bg/publications/publication/countering-hybrid-threats-in-bulgaria/
https://csd.bg/events/event/countering-hybrid-threats-foreign-influence-and-disinformation/
https://csd.bg/events/event/countering-hybrid-threats-foreign-influence-and-disinformation/
https://csd.bg/publications/publication/countering-hybrid-threats-in-bulgaria/
https://csd.bg/publications/publication/countering-hybrid-threats-in-bulgaria/
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(L-R): Ambassador Kate Marie Byrnes, U.S. Embassy, Slavjanka Petrovska, Minister of
Defense, Republic of North Macedonia and CSD Program Director Ruslan Stefanov at
the policy roundtable “Strengthening Democratic Resilience in North Macedonia”,
Skopje, 29 August 2022

strengthening Democratic Resilience in
Tackling the Kremlin Playbook in Southy|

CENTER FOR

Policy roundtable ”Strengthening Democratic Resilience in Montenegro”,
Podgorica, 31 August 2022
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(L-R): CSD Senior Analyst Dr. Vanya Petrova, Deborah Mennuti, Deputy Chief of Mission,
U.S. Embassy, CSD Program Director Ruslan Stefanov and Dr. Sead Turcalo, Dean, Faculty
of Political Science, University of Sarajevo at the policy roundtable “Strengthening Democratic
Resilience in Bosnia and Herzegovina”, Sarajevo, 1 September 2022

reversed. The lack of political will in im-
plementing systemic reforms remains
as a core democracy challenge. More
decisive actions are needed, including
stricter monitoring of budget spend-
ing, harsher sanctions for rule of law
violations, and increased support and
EU funding for those who implement
successful reforms. Participants noted
the insidious impact of Russia’s war in
Ukraine on governance in the Western
Balkans, adding a worrying geopolitical
dimension to efforts to dismantle state
and media capture networks across the
region.

To tackle the twin challenge of state cap-
ture and Russian corrosive influence on
governance institutions in the Western
Balkans, CSD organised a series of re-
gional workshops in Montenegro, North
Macedonia and Bosnia and Herzegovi-
na on the topic “Strengthening Demo-
cratic Resilience: Tackling the Kremlin

Playbook in Southeast Europe”. The dis-
cussions, held in the period 29 August —
1 September 2022, highlighted these
countries” vulnerabilities towards disin-
formation, illicit finance and foreign ma-
lign influence from authoritarian states
such as Russia and China.

CSD’s Western Balkan resilience tour
culminated in the regional policy forum
on good governance and anti-corrup-
tion, held on 26 September 2022 in Bel-
grade. It was the first good governance
event of such proportion to be held in
the region after the global pandemic.
Speakers at the forum included Eman-
uele Giaufret, Head of the Delegation of
the European Union to Serbia, Christo-
pher Hill, US Ambassador to Serbia, and
Anna Vezyroglou, Deputy Head of Unit
at DG NEAR. CSD experts presented
the first regional assessment of the size
of illicit financial flows in the region and
the way these had enabled state and me-


https://csd.bg/events/event/good-governance-and-anti-corruption-in-southeast-europe-in-times-of-geopolitical-uncertainty/
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dia capture and the rise of authoritarian
influence. CSD and SELDI launched the
regional anti-corruption report Geopol-
itics, State Capture and Peak Corruption
focused on the feasible actions to rein-
vigorate the EU integration drive amid
rising pressures of authoritarian relapse.
The study showed the dynamics of cor-
ruption and state capture in the Western
Balkans, and the anti-corruption infra-
structure designed to reduce them.

In light of the renewed ambition for Eu-
ropean Enlargement to the Western Bal-
kans and the Eastern Neighbourhood,
CSD re-affirmed the role of good gov-
ernance and constructive capital in pro-
moting democratic resilience in Europe.
The experts and policy-makers who
took part in the policy roundtable on
democratic resilience in the EU’s neigh-
bourhood on 12 October 2022 in Brus-
sels, agreed that the existing approaches
should be upgraded with new methods
for fighting illicit finance and counteract-
ing disinformation, investment screen-

Geopolitics, State Capture
and Peak Corruption

What Is Next for Anticorruption
in the Western Balkans?

ing, and good neighbourly relations
based on increasing inflows of European
and international constructive capital.

Outlin

SELDI Regional Policy Forum

i-C
Good Governance an_d Anti :
in Times of Geopolitical Uncertainty

———————

ENEC

e
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orruption in Southeast Europe

Policy forum “Good Governance and Anti-Corruption in Southeast Europe in Times of
Geopolitical Uncertainty”, Belgrade, 26 September 2022


https://csd.bg/publications/publication/geopolitics-state-capture-and-peak-corruption/
https://csd.bg/publications/publication/geopolitics-state-capture-and-peak-corruption/
https://csd.bg/events/event/democratic-resilience-in-the-eus-neighborhood-the-role-of-good-governance-and-constructive-capital/

Building on CSD’s long-standing work
on anti-corruption in the Western Bal-
kans, in 2022 the Center delivered the
first results from the inauguration of a
regional good governance public-pri-
vate partnership platform, spanning
civil society, public institutions, and
regional cooperation bodies from ten
current and aspiring EU Member States
in Southeast Europe. CSD presented
the key findings from the platform’s
first SEE good governance report Public
Procurement Integrity in Southeast Europe
at an anti-corruption and good gover-
nance policy forum held on 7 June 2022
in Zagreb. The analysis underlined two
of the most challenging governance
vulnerabilities faced by the nine stud-
ied countries (Bulgaria, Croatia, Hun-
gary, Romania, Albania, Bosnia and
Herzegovina, North Macedonia, Mon-
tenegro, and Serbia) — the integrity of
the public procurement systems and
the lack of accountability and transpar-
ency in the management of the energy
sector.
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Public Procurement Integrlty
in Southeast Europe

Mechanisms, Red Flags, and State-Owned
Enterprises in the Energy Sector

CSD experts focused on the need for
enhanced corruption prevention and
monitoring tools such as the Corruption

Policy roundtable “Democratic Resilience in the EU’s Neighborhood:
The Role of Good Governance and Constructive Capital”, Brussels, 12 October 2022


https://seldi.net/cms-data/cms-methodology/
https://csd.bg/publications/publication/public-procurement-integrity-in-southeast-europe/
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(L-R): Nora Mehsen, Sector Officer, EEA and Norway Grants, Ambassador Haakon Blankenborg,
Embassy of Norway, Ognian Zlatev, Head, European Commission Representation in Croatia,
Dr. Vjekoslav Brati¢, Director, Institute of Public Finance and CSD Director of Research
Dr. Todor Galev at the policy forum “Anti-Corruption and Good Governance in Southeast
Europe: Towards Innovative Public-Private Partnership Solutions”, Zagreb, 7 June 2022

Training “Innovative Tools and Methodologies for Tracking Illicit Financial Flows,
State Capture and Corruption”, Budapest, 18-20 May 2022



Monitoring System, the State Capture
Assessment Diagnostics, Opentender.
eu, and the Balkan Barometer. They rec-
ommended that the procurement rules
should be brought to their stricter pre-
COVID state, and that all high-value in-
vestments and infrastructure contracts
should be scrutinised for “hidden claus-
es”. They also outlined a good gover-
nance agenda for managing state-owned
enterprises, a key channel for enabling
state capture practices and siphoning of
public resources.

The anti-corruption platform led by
CSD held its second regional capacity
building training on 18-20 May 2022 in
Budapest and the third one, held on 13-
15 December in Bucharest. The trainings
were structured around the initiative’s
key methodologies and explored new
topics and areas, such as:
* the role of the Financial Intelligence
Units in the fight against illicit fi-
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nance, money laundering and terror-
ist financing;

e the use of big data and online sur-
veys for assessing corruption risks;

¢ network analysis to map politically
exposed people and companies.

CSD continued its monitoring of an-
ti-corruption and rule of law devel-
opments in Bulgaria as part of the
network of local research country cor-
respondents of DG Home of the Euro-
pean Commission. CSD experts also
carried out capacity building and tech-
nical assistance for the development
and implementation of a methodology
for corruption risk assessment in the
National Revenue Agency of Bulgaria
supported by DG REFORM of the EC.
The Center expanded its knowledge on
state capture through cooperation with
the World Bank, Washington D. C., on
exploring the economic effects of politi-
cally exposed companies.

Conference “Promoting Constructive Capital in North Macedonia”,
Skopje, 6 October 2022


https://seldi.net/cms-data/cms-methodology/
https://seldi.net/publications/training-manual-on-tackling-state-capture-and-emerging-corruption-risks/
https://seldi.net/publications/training-manual-on-tackling-state-capture-and-emerging-corruption-risks/
https://opentender.eu/start
https://opentender.eu/start
https://www.rcc.int/balkanbarometer/home
https://csd.bg/events/event/innovative-tools-and-methodologies-for-tracking-illicit-financial-flows-state-capture-and-corruptio/
https://csd.bg/events/event/innovative-tools-and-methodologies-for-tracking-illicit-financial-flows-state-capture-and-corruptio/
https://seldi.net/news-and-events/use-of-big-data-for-tracking-strategic-corruption-and-kleptocracy-strengthening-the-role-of-the-civil-society-and-the-media/

30

ITII. Economic security and
undeclared work

Russia’s invasion in Ukraine has up-
ended Europe’s security infrastructure
and has demonstrated the EU’s serious
economic security vulnerabilities. In
particular, it has exposed the corrosive
effect of Russian and other authoritar-
ian capital on the governance of Eu-
ropean countries. Corrosive capital
flows have underlined existing fissures
within and between countries, such as
the political disagreements between
Bulgaria and North Macedonia, which
have slowed down the EU enlargement
process.

The two countries need to move be-
yond the politicised issues of identity
and shared history by joining forces for
proactive action aimed at unlocking the
region’s economic potential. CSD and
the Institute for Democracy “Societas

Civilis” (IDSCS) highlighted the detri-
mental effects of corrosive capital and
mapped the opportunities for construc-
tive cross-border cooperation, during
the conference “Promoting Constructive
Capital in North Macedonia” held on 6
October 2022 in Skopje.

The Foreign Ministers of Bulgaria and
the Republic of North Macedonia, Ni-
kolay Milkov and Bujar Osmani, noted
the need of a roadmap for cooperation
in the private sector and increased con-
nectivity between Bulgaria and North
Macedonia at a policy discussion on 8
November 2022 at CSD in Sofia. Bulgar-
ian Members of Parliament Delyan Do-
brev, Chairman of the Energy Commit-
tee, and Daniel Lorer, Deputy Chairman
of the Committee on Economic Policy
and Innovation, as well as representa-
tives of the diplomatic missions of EU
Member States, the US, and Switzerland
contributed to the policy discussion.

(L-R): Nikolay Milkov, Minister of Foreign Affairs of Bulgaria,
CSD Chairman Dr. Ognian Shentiov and Bujar Osmani, Minister of Foreign Affairs of North
Macedonia at the policy roundtable “Promoting Constructive Capital in Bulgaria and
North Macedonia”, Sofia, 8 November 2022


https://csd.bg/events/event/promoting-constructive-capital-in-north-macedonia/
https://csd.bg/events/event/promoting-constructive-capital-in-north-macedonia/
https://csd.bg/events/event/promoting-constructive-capital-in-bulgaria-and-north-macedonia/

CSo

CENTER FOR
THE STUDY OF
DEMOCRACY

PROMOTING CONSTRUCTIVE CAPITAL
IN BULGARIA AND NORTH MACEDONIA

Policy Brief No. 117, November 2022

KEY POINTS.

The policy brief Promoting Constructive
Capital in Bulgaria and North Macedonia,
presented at the event, addressed the
outstanding economic security chal-
lenges faced by both countries. These
challenges relate to, among other fac-
tors, the incomplete reform agenda in
the rule-of-law domain, the fact that Bul-
garia has not yet become a member of
the Schengen Area despite meeting the
technical criteria as early as 2014, and
the high unemployment and informali-
ty in North Macedonia. The policy brief
provided a coherent set of recommenda-
tions on how Sofia and Skopje can lever-
age their EU and NATO membership to
attract increasing flows of constructive
capital from the private sector in the US
and the EU.

A key policy instrument for ensuring
economic security across the EU, and
for countering the corrosive capital and
malign foreign influence, is the foreign
direct investment screening. CSD is
mapping the existing FDI legal frame-
work of Bulgaria. This effort aims at the
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future development of a Bulgarian FDI
screening mechanism.

The Center supported the European La-
bour Authority by developing a series of
papers, analyses and toolkits, aimed at
sharing good practices and experiences
on tackling undeclared work among the
EU Member States. The papers focused
on the best methods for preventing un-
der-declared employment through in-
novative approaches and identified the
most effective penalty measures. CSD
experts contributed to the study of the
effectiveness of undeclared work poli-
cies in the EU commissioned by DG Em-
ployment, Social Affairs and Inclusion
of the European Commission.

IV. Innovation and competitiveness

CSD also continued its cooperation with
the Institute for Management Develop-
ment (IMD) and its World Competitive-
ness Center in Switzerland. CSD pre-
pared the chapter on Bulgaria’s
international ~competitiveness, pub-
lished in IMD’s World Competitiveness
Yearbook 2022. In the last fifteen years,
the Bulgarian economy, pulled by the
EU, has been slowly recovering; howev-
er, it is far from reaching its full poten-
tial. In 2022, Bulgaria ranks 53 out of 64
countries, demonstrating that the coun-
try has not moved in the ranking since
2021, marking a deterioration of five po-
sitions compared to 2020, and fifteen po-
sitions compared to 2009.

The major challenges to improving Bul-

garia’s competitiveness in 2022 were:

e geopolitical disruption and rising in-
flation, driven by energy costs;

* inconsistent energy and climate pol-
icies;

* confrontation between the executive
and the judiciary;

¢ lack of credible anti-corruption en-
forcement;


https://www.ela.europa.eu/en
https://www.ela.europa.eu/en
https://csd.bg/publications/publication/promoting-constructive-capital-in-bulgaria-and-north-macedonia/
https://csd.bg/publications/publication/promoting-constructive-capital-in-bulgaria-and-north-macedonia/
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Changes in the competitiveness landscape of Bulgaria in 2021 — 2022 T
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* limited investment in R&D and inno- to improve the quality of life and

vation. reduce the footprint on the envi-

ronment. The Innovation.bg report,
The experts from the Economic Program
also contributed to the development of
the annual Innovation.bg report. The focus
of Innovation.bg 2022 was on key role and

the challenges to the digital and green
transition amid the current economic cri-
sis and the disruption of the global sup-
ply chains caused by the Covid-19 pan- l n n O VO

demic and Russia’s invasion of Ukraine. arcfund.net e

The key recommendations outlined in Innovation Product

the report were as follows:

¢ improving the business environment
and attracting investment in research
and high-tech activities; Human Capital

° retaining al‘ld attracting talent Information and Communication
through comprehensive measures feenelogres
supporting entrepreneurship, partic-
ipation in lifelong learning and high-
er quality of education services;

e promoting the adoption of digital -
and green technologies in all eco- = -
nomic sectors and the social sphere

Entrepreneurship

Investment and Financing I




which has become the main policy
document for regular monitoring of
innovation performance in the coun-
try, was presented on 7 December
2022 at the 18™ National Innovation
Forum held under the auspices of the
President of Bulgaria.
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In 2022, CSD also embarked on an ex-
citing study for DG Research and Inno-
vation of the European Commission on
identifying better ways of measuring
Member State performance towards
achieving  sustainable development
goals beyond GDP metrics.

Beyond GDP discussion at DG Research and Innovation in Brussels, 13 October 2022



