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Executive Summary

This study assesses levels and trends in corruption and the administrative burden 
from government regulation of private fi rms. It is largely based on the fourth round 

of the EBRD-World Bank Business Environment and Enterprise Performance Surveys 
(BEEPS) covering over 11,000 fi rms in 29 countries in Europe and Central Asia (ECA).

The study fi nds evidence of substantial progress in the region—although not evenly 
spread across countries—in numerous areas of government-business interactions.

(1) Administrative corruption is on the decline in ECA. 
 The data shows that a prominent and encouraging downward trend in admin-

istrative corruption described in the earlier Anti-Corruption in Transition (ACT) 
reports continued over the 2005 to 2008 period. An exception to this favorable 
trend is bribery in public procurement. 

(2) Administrative burden on fi rms is decreasing. 
 Evidence based on the BEEPS and other data sources suggests that the adminis-

trative burden on fi rms associated with regulatory compliance declined slightly 
from 2005 to 2008. 

(3) Enforcement of laws and regulations is key to reducing levels of corruption.
 Results of the analysis show that countries with a smaller implementation gap 

have lower levels of administrative corruption as reported by fi rms.

(4) Corruption and administrative burden on fi rms in the ECA transition countries 
have converged to the levels of natural comparator countries. 

 On balance, based on the latest BEEPS results for ECA and Enterprise Surveys’ 
results for countries in other regions, corruption and the administrative burden 
of regulations are not a bigger problem for fi rms in the transition countries than 
for countries of similar income levels in other regions.

The report provides an update of the progress that ECA countries have made since 
2005, extends (in certain respects) the analysis of corruption and regulatory burden on 
fi rms provided in the earlier ACT reports covering the period from 1999 to 2005, and in 
several instances provides comparisons of ECA countries to similar countries outside of 
the region using the World Bank Enterprise Surveys and other sources of data. 

The most notable fi nding from the 2008 BEEPS is a continuation in the favorable 
trend regarding fi rms’ payment of administrative bribes. A signifi cant and steady de-
cline in administrative corruption from 1999 to 2005 continued over the 2005 to 2008 
period. In 2005, about 20 percent of fi rms in 27 transition countries reported that bribes 
were frequently needed “to get things done with regard to customs, taxes, licenses, regu-
lations, services, etc.” For the same countries in 2008, less than 14 percent reported that 
bribes were frequently needed. 

Despite making signifi cant progress on administrative bribery overall, corruption 
is cited more frequently by fi rms in the region as an obstacle to doing business than any 
other problem, with the exception of tax rates. In part, this continued perception of cor-
ruption as one of the most serious problems for business may refl ect slower progress on 
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other aspects of corruption not measured directly in fi rm-state interactions covered by 
the BEEPS (for example, lack of progress in the perceptions of state capture, or in diver-
sion of public funds). 

The analysis of BEEPS data shows that tax administration (fi gure 1) is the single 
area exhibiting the most impressive progress regarding administrative corruption across 
countries. Serious progress was also made in the area of customs and import regula-
tions. More frequent bribe-paying when dealing with taxes and customs administration 
is associated with more frequent meetings with offi  cials, more burdensome regulation 
procedures, a higher number of required tax payments, and more unequal enforcement 
of laws. This evidence is consistent with the view that streamlining administrative proce-
dures in countries where they are particularly burdensome would likely reduce corrup-
tion levels. Of equal or even greater importance, however, is the need to avoid favoritism 
toward politically infl uential fi rms when designing and enforcing tax and customs laws 
and procedures. 

Reforming legal institutions was one of the key challenges facing ECA economies 
at the beginning of the transition. The decrease of bribe-paying in the courts shown in 
2008 BEEPS is especially noteworthy, as it reverses an unfavorable trend noted in the 
previous ACT report. Firms’ views were most favorable regarding the courts’ ability to 
enforce their decisions. Overall perceptions of court performance remain unfavorable 
for a majority of fi rms, particularly those fi rms that have used the courts in the last three 
years. Reform of the judicial system appears to have lagged behind increasing demand 
on the part of fi rms to enforce newly defi ned property rights and to mediate disputes. 

Bribery in public procurement is an exception to the favorable trend in administra-
tive corruption. The frequency and volume of “kickbacks” necessary to obtain govern-
ment contracts is essentially unchanged from 2005 to 2008 for the region overall (fi g-
ure 2). Sizeable changes were observed for particular countries: declines in kickbacks are 
seen in Albania, Azerbaijan, Bulgaria, Georgia, Hungary, and FYR Macedonia, balanced 
by increases in Kazakhstan, the Kyrgyz Republic, Latvia, Romania, the Slovak Republic, 
and Uzbekistan. 

Figure 1. Bribe Frequency by Subsector, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008. 
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While fi rm-level factors ma  er for the incidence of administrative corruption, collec-
tively they ma  er much less than characteristics of the country and subregion in which 
a fi rm is located. Southeastern Europe (SEE) shows the greatest improvement between 
2005 and 2008, while the countries of the former Soviet Union (FSU-N and FSU-S) as a 
group have not improved. Bribe frequency tends to be lower in countries with higher 
per capita incomes, although there are exceptions: Georgia, one of the poorest countries 
in the region, has a low level of administrative corruption; conversely, bribe frequency 
is much higher than predicted by income level in Romania and Ukraine, and in the 
resource-rich countries of Azerbaijan, the Russian Federation, and Kazakhstan. 

Bribe frequency also tends to be lower in countries that are best able to enforce 
the anti-corruption laws and rules on their books, such as Poland, refl ected in a low 
“implementation gap” (fi gure 3). While passing laws is often the fi rst step in an eff ective 

Figure 2. Bribes in Public Procurement by Region, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008. 
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Source: BEEPS 2008, Global Integrity 2007-2009 (various years for various countries).
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reform program, in some cases it may not refl ect serious commitment but rather a token 
response to external pressure. In those cases, an inability to enforce legislation on the 
books and the low quality of institutions entrusted with implementation of this legisla-
tion may breed disrespect for the law and for public authorities, possibly even aggravat-
ing corruption problems. 

Evidence from most questions in the BEEPS, the World Economic Forum Executive 
Opinion Survey, and data from Doing Business reports suggests that the administrative 
burden on fi rms associated with regulatory compliance declined slightly from 2005 to 
2008. In the BEEPS, the burden associated with obtaining business licenses and permits 
appears to have declined from 2005 to 2008. The average number of tax meetings and 
inspections also declined signifi cantly from 2005 to 2008. 

The survey modifi cations in the 2008 BEEPS allowed for a comparison of transition 
countries with other countries in the Enterprise Surveys database on a range of corrup-
tion and regulatory-burden indicators. The analysis in the report shows that corrup-
tion (as measured by the BEEPS and Enterprise Surveys) and the administrative burden 
of regulations are not a bigger problem for fi rms in the transition countries than for 
countries in other regions (fi gure 4). A common heritage of central planning and highly 
fl awed privatization experiences does not seem to have left them disadvantaged in these 
respects. There are important diff erences across the subregions of ECA—the governance 
dimensions of transition are most advanced in the European Union (EU) accession coun-
tries, and least advanced in Central Asia. This fi nding suggests that the transition pro-
cess—from central planning to markets—has receded in importance as a common factor 
in determining the challenges ECA countries face and their reform paths. 

Figure 4. Graft by Region 

Source: Enterprise Surveys 2006–09.
Note: Turkey is not included in the ECA average as it is not a transitional economy.
* The number indicated within the bars represents the number of countries in each region.
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C H A P T E R  1

Introduction 

Starting after the fall of the Berlin Wall, most ECA countries have gone through a 
transition from socialist ideologies and centrally planned approaches to multiparty 

democracies and market-based economic systems. The countries experienced dramatic 
output declines during the 1990s. The depth and duration of these economic declines 
was much smaller and recoveries much faster in Central and South Eastern European 
countries than in Commonwealth of Independent States (CIS) countries. The transition 
economies as a whole recovered to the 1990 level of GDP only in 2004. 

In 1990, at the outset of transition, legal frameworks and other institutions necessary 
for market economies to function effi  ciently and equitably were missing or underdevel-
oped. Privatization and adoption of new regulatory systems provided enormous oppor-
tunities for bribe-seeking and improper use of connections and infl uence. 

On the other hand, the possibility (and reality, in some cases) of a  aining member-
ship in the EU creates incentives for improvements in governance and the business cli-
mate that may give transition countries an advantage over their peers in other regions, in 
terms of corruption levels and regulatory burden1 on fi rms. Ten of the region’s countries 
are now EU members, having met the EU’s conditions on (among other things) limiting 
corruption. Even in the remainder of the region, progress has been made in most coun-
tries, at least with respect to administrative corruption.

A series of three reports on Anti-Corruption in Transition (ACT) have periodically 
assessed progress in ECA on corruption and the administrative burden of government 
regulation on private fi rms.2 These reports have been based largely on the EBRD-World 
Bank Business Environment and Enterprise Performance Surveys (BEEPS) administered 
in 1999, 2002, and 2005. This study provides an update on these issues, assessing prog-
ress since 2005, using the fourth round of BEEPS data (collected in 2008 and early 2009) 
supplemented by information from other sources, namely the World Economic Forum 
(WEF) Executive Opinion Survey, the Global Integrity Report, the Transparency Interna-
tional Global Corruption Barometer, and the World Bank Enterprise Surveys and Doing 
Business Projects. 

The study fi nds evidence of signifi cant progress in the region—although not evenly 
spread across countries—in numerous areas of government-business interactions. The 
most notable and defi nitive fi nding from the 2008 BEEPS is a continuation in the favor-
able trend regarding fi rms’ payment of administrative bribes. In 2005, about 20 percent 
of fi rms in 27 transition countries reported that bribes were frequently needed “to get 
things done with regard to customs, taxes, licenses, regulations, services, etc.” For the 
same countries in 2008, less than 14 percent reported that bribes were frequently needed. 

This favorable trend in administrative corruption applies to nearly every country, 
and bribe frequency in the two new countries (Kosovo3 and Montenegro) included for 
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the fi rst time in the 2008 BEEPS was also very low. The 10 new EU members (8 joining 
in 2004 and 2 in 2007) overall continued to show progress, as did the countries of South-
eastern Europe and Georgia. Progress in other countries in the former Soviet Union—
particularly those in Central Asia—was more modest. 

The trend also applies to all three areas of administrative corruption that the BEEPS 
continued to track in the 2008 survey. Bribe-paying fell signifi cantly in all three of the 
specifi c areas of administrative corruption: dealing with courts, tax collection, and 
customs. 

Tax administration is the single area exhibiting the most impressive progress in the 
BEEPS. It ranked as a top-three problem doing business in 16 countries in 2005, but in 
only three countries in 2008. Bribe frequency in tax collection declined in all but a few 
countries in the region between 2005 and 2008. Across countries, more frequent bribe-
paying in tax administration is associated with more frequent meetings with tax offi  -
cials, a higher number of required tax payments, and more unequal and discriminatory 
enforcement of tax laws.

Customs and trade regulations was another area of progress as refl ected in the 
BEEPS data. It ranked among the top seven problems doing business for 17 countries 
in 2005, but in only two countries in 2008. Firms report less prevalent bribe-paying in 
dealing with customs and imports in 2008, compared to 2005, in all but a few countries 
in the region. Bribe-paying in customs tends to be more frequent in countries with more 
burdensome customs procedures, and with more unequal and discriminatory enforce-
ment of customs laws and procedures. 

Firms report less prevalent paying of bribes in dealing with courts in all but a few 
countries in 2008, compared to 2005. Perceptions of the speed of courts and their ability 
to enforce decisions remain unfavorable for a majority of fi rms, particularly those fi rms 
that have actually used the courts. Reform of the judicial system—including resources 
for increasing courts’ capacity—appears to have lagged behind increasing demand on 
the part of fi rms to enforce newly defi ned property rights and to mediate disputes.

Bribery in public procurement is an exception to the favorable trend in administra-
tive corruption. The frequency and volume of “kickbacks” necessary to obtain govern-
ment contracts is essentially unchanged from 2005 to 2008 for the region overall. Size-
able changes were observed for particular countries, including a decline in kickbacks 
in Albania, Azerbaijan, Bulgaria, Georgia, Hungary, and FYR Macedonia, balanced by 
increases in other countries including Kazakhstan, the Kyrgyz Republic, Latvia, Roma-
nia, the Slovak Republic, and Uzbekistan.

Despite signifi cant progress on administrative bribery overall, corruption is cited 
more frequently by fi rms in the region as an obstacle to doing business than any other 
problem, with the exception of tax rates. While the incidence of administrative corrup-
tion appears to have declined—as measured by the frequency of informal payments—
perceptions of corruption as an obstacle to operating a business remain relatively high. 
Corruption ranked as one of the top three problems in 12 countries in the 2005 BEEPS, 
behind only tax rates (26 countries) and tax administration (16 countries). In 2008, corrup-
tion ranked as a top-three problem in 17 countries, behind only tax rates (still 26 countries). 

In part, this continued perception of corruption as one of the most serious problems 
for business may refl ect slower progress on other aspects of corruption not measured 
directly in fi rm-state interactions. Notably, there is no signifi cant change found in per-



Trends in Corruption and Regulatory Burden in Eastern Europe and Central Asia 3

ceptions of state capture, or in other aspects of corruption (perceptions of diversion of 
public funds, and of fi nancial honesty of politicians) measured in the WEF surveys.

In these respects, however, the transition countries do not necessarily diff er sub-
stantially from countries in other regions. On balance, administrative corruption and the 
administrative burden of regulations are not a bigger problem for fi rms in the transition 
countries than for countries in other regions. 

In several instances the study also explores longer-run trends, assessing progress 
from 1999 to 2008 to the extent permi  ed by the data. Due to changes in the sample 
design and question wording, direct comparisons have limited validity. It is possible, 
however, to assess relative changes in a valid way, identifying which countries in the 
region have improved or regressed relative to others.

The next chapter describes the data in more detail, focusing on changes in the con-
tent and sample composition of the BEEPS 2008 and implications for our ability to draw 
valid comparisons over time or across regions. Chapter 3 reports trends in administra-
tive corruption, state capture, and the regulatory burden from 2005 (and earlier years) to 
2008. Chapter 4 provides an analysis of fi rm-level and country-level factors associated 
with administrative corruption, including regulatory burden and cross-cu  ing anti-cor-
ruption institutions. Chapter 5 compares the transition economies to other economies 
at similar income levels in other regions. Chapter 6 (on taxes and customs) and chapter 
7 (on the judiciary) provide more detailed analyses of specifi c subsectors. Chapter 8 
concludes. 

Notes

1. The term “regulatory burden” is used in this report to refer to the administrative costs incurred 
by fi rms in dealing with government regulation of business. Use of the term “burden” should not 
be taken to imply that the optimal amount of regulation is zero, but refl ects instead the fact that 
costs of complying with regulations (in senior managers’ time, fees and bribes) remain unnecessar-
ily high for transition countries overall, for example in comparison with OECD countries.
2. See World Bank (2000), Gray, Hellman, and Ryterman (2004), and Anderson and Gray (2006). 
These reports are respectively referred to here as ACT-1, ACT-2 and ACT-3. 
3. While Kosovo is new to the BEEPS exercise (i.e., a simultaneous survey conducted in 29 ECA 
countries), a separate enterprise survey that used the same methodology as BEEPS was conducted 
in 2006. The results of this separate survey are not being used in this report. 
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C H A P T E R  2

Data Issues

The 2008 round of surveys includes over 11,000 fi rms in 29 ECA countries (see box 
2.1 for details on the survey methodology). For the fi rst time the BEEPS exercise 

included Kosovo and Montenegro as separate countries. The BEEPS project stands out 
from other private sector surveys done by the World Bank as the largest simultaneous 
survey of fi rms, virtually covering an entire region. BEEPS has been undertaken every 
three years since 1999. 

The 2008 BEEPS questionnaire and sample design were modifi ed from previous 
rounds, to enhance comparability of indicators with fi rm surveys in other regions. These 
changes, however, make it more diffi  cult to track progress over time between 2005 and 
2008. Changes in the sample design make it necessary to drop some fi rms from the 2005 
and 2008 samples so they are suffi  ciently similar in composition by fi rm size and indus-
try. The resulting reductions in sample size make it somewhat less likely that a change 
over time of a given magnitude will be statistically signifi cant.

Another notable change is that many of the questions included in 2005 (and in ear-
lier BEEPS rounds) were dropped. Many other questions from the World Bank’s Enter-
prise Surveys conducted in other regions were added.

The 1999 and 2002 BEEPS included numerous “state capture”1 questions as well 
as many others on administrative corruption. The number of state capture questions 
was reduced in the 2005 survey, and those remaining questions were dropped entirely 
in the 2008 survey. To assess trends in state capture—a major topic of the three ACT 
reports—alternative data sources must be used to supplement BEEPS data. For this pur-
pose, BEEPS data is supplemented by complementary data sources such as the WEF’s 
Executive Opinion Surveys, which include a “state capture” question for 2008 and ear-
lier years.

The 2005 BEEPS included questions on the frequency of administrative bribe-paying 
regarding nine distinct fi rm-state interactions, such as obtaining utility connections, ob-
taining business licenses, and dealing with health, safety, building, and environmental 
inspections. The 2008 BEEPS retained only three of these questions on bribe frequency in 
government subsectors: dealing with taxes and tax collection, dealing with customs and 
imports, and dealing with courts. Separate sections in this report are devoted to taxes, 
customs, and to legal and judicial systems. Courts and legal and judicial institutions 
more broadly have been a particular area of weakness in public sector governance in the 
transition countries (Anderson, Bernstein, and Gray, 2005; Anderson and Gray, 2007). 

One benefi t of the changes in the survey is an enhanced ability to draw compari-
sons of transition countries with countries in other regions. The primary use of this im-
proved comparability in this report is to assess whether transition countries diff er from 
countries at similar income levels in other regions. On the one hand, the legacy of state 
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planning may put the transition countries at a disadvantage in comparison with other 
countries at similar income levels. On the other hand, the possibility (and reality, in 
many cases) of a  aining membership in the EU creates incentives for improvements in 
governance and the business climate that may give transition countries an advantage 
over their peers in other regions, in terms of corruption levels and regulatory burden on 
fi rms. The survey modifi cations in the 2008 BEEPS allow for comparison of the transition 
countries on a range of corruption and regulatory-burden indicators to other countries 
at similar income levels in the Enterprise Surveys database.

This study focuses on corruption and regulatory problems faced by private fi rms in 
the region, and not those faced by households. However, governments that make it more 
costly (in terms of time and bribe payments) for fi rms to comply with rules on licensing, 
paying taxes, etc. are likely to be the same governments that make it costly for house-
holds to pay taxes and to obtain permits and services. Reforms that reduce the incidence 
of administrative corruption for fi rms may also reduce bribe paying by households. In 
general, the BEEPS and household surveys agree on the countries making the most prog-
ress and confronting the biggest challenges. Figure 2.1 graphs on the horizontal axis the 
percentage of households in 19 ECA countries that reported paying bribes in the last 12 
months, in surveys conducted between October 2008 and February 2009 for Transpar-
ency International’s Global Corruption Barometer report (Riano et al., 2009). The vertical 
axis graphs the percentage of fi rms reporting that paying bribes is frequently necessary 
in the 2008 BEEPS.

The correlation between bribe-paying by fi rms and households is 0.6, and it remains 
strong and signifi cant if diff erences in per capita income are controlled for. Bribe-paying 
by both fi rms and households is far lower in Georgia—despite its lower income level—
than in the neighboring countries of Armenia and Azerbaijan. Kosovo also performs 
well on both indicators. Bribery of both types is also low in most EU entrants, with 

Figure 2.1. Bribe Frequency in Firms vs. Households in the Last 12 Months

Source: BEEPS 2008, Transparency International’s Corruption Barometer report (Riano et al., 2009).
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the exception of bribe-paying by fi rms in Romania and by households in Lithuania. Al-
though the focus of this report is on fi rms, the close relationship between bribe paying by 
fi rms and by households across countries suggests that the messages of the report may 
have wider applicability. 

Box 2.1. BEEPS Methodology

Over 11,000 fi rms were interviewed for the 2008 round of BEEPS in 29 ECA countries. The 
number of fi rms surveyed varied from a low of 116 in Montenegro to more than 1,000 in Rus-
sia and Turkey. Most surveys were conducted between April 2008 and March 2009, and most 
quantitative questions (sales, employment, etc.) refer to the fi rm’s operations in the calendar 
year 2007. 

The fi rms vary by size, sector of operation, and ownership, and were selected to be represen-
tative of the nonagricultural private sector in each nation. The fi rms were chosen using strati-
fi ed random sampling (fi rms were stratifi ed by size, sector of operations, and geographical 
location). Datasets include weights in order to extrapolate to the overall population of fi rms 
in each country.

The sampling methodology used in 2008 differs from that of prior rounds in several ways:

• The 2008 round of BEEPS utilized stratifi ed random sampling, moving away from the 
use of simple random sampling supplemented by elements of quota sampling used in 
2005 and earlier rounds of BEEPS.

• In order to extrapolate the stratifi ed sample to the targeted population of fi rms, the 
BEEPS 2008 utilized weights, while the BEEPS 2005 sample was designed to be self-
weighted.

• The self-weighted sample for BEEPS 2005 was designed to be “as representative as 
possible” to the population of fi rms within the industry and service sectors subject to 
the various minimum quotas for the total sample (x percent of state-owned enterprises, 
y percent of large enterprise, z percent from the capital city, etc.).

• The sectoral composition of the sample changed from 2005 to 2008. For example, a 
number of sectors were excluded from the 2008 sampling frame: mining and quarrying, 
advertising and other business services, welfare services, and others. 

• While the 2005 sampling frame included fi rms with two or more employees (including 
the owner), in 2008 the fi rm size strata changed to include only fi rms with fi ve or more 
employees (including the owner), although in both cycles, a panel component included 
fi rms with less than fi ve employees. 

• The 2005 sampling frame included fi rms that were 100 percent state owned, while in 
2008, 100 percent state owned fi rms were excluded. 

• The 2005 sampling frame was restricted to include only fi rms that had been operating for 
three years or more, while the 2008 frame included fi rms of all ages.

For analyses that focus on 2008 (i.e. do not require a cross-period comparison), all fi rms 
from the 2008 BEEPS are included in the weighted averages. In comparisons of 2005 and 
2008 results—such as changes in corruption levels over time—an intersection of two sample 
populations was sought; that is, the fi rm samples were modifi ed as follows to maximize com-
parability:

• Sector: Restricted to sectors present in both 2005 and 2008 samples. Firms operating in 
a number of manufacturing and service sectors were dropped from the 2008 data base, 
while fi rms in certain other sectors (e.g., mining and quarrying, business services, and 
welfare services among others) were dropped from the 2005 data. 

• Size: Firms in the 2005 data with fewer than fi ve employees were dropped to match the 
2008 approach. 

(continued)
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Notes 

1. State capture is a systematic activity of individuals or groups to infl uence and shape the laws, 
policies, and regulations of the state to their own advantage by providing illicit and nontranspar-
ent private benefi ts to public offi  cials and politicians. 

Box 2.1 (continued)

• Ownership: Firms that were 100 percent state owned were dropped from the 2005 sam-
ple to match the 2008 approach. 

• Age: Firms that were established after 2006 were dropped from the 2008 sample to 
match the 2005 approach.

These modifi cations result in dropping approximately 35 percent of fi rms surveyed in 2005 
and approximately 6 percent of those surveyed in 2008. In analyses comparing 2005 to 2008, 
therefore, the 2008 estimates exclude data from 6 percent of fi rms region-wide, varying from 
less than 1 percent for several countries to as high as 14 percent in Armenia. In contrast, 
analyses based purely on 2008 data do not require comparability with the 2005 sample, so no 
fi rms are excluded. This means that readers will sometimes encounter two different country-
level fi gures for the same indicator for 2008. Both are correct, but for differing purposes.

Results for two countries in the BEEPS 2008—Albania and Croatia—are based on two differ-
ent surveys: (i) from BEEPS 2008 for ECA-specifi c questions not included in the Enterprise 
Surveys, and (ii) from the 2007 Enterprise Surveys for all other questions. Due to the small 
universe of fi rms coupled with “survey fatigue”* in Albania and Croatia, it was not possible to 
conduct the full BEEPS survey on a large sample of fi rms in 2008. 

Source: Authors. Detailed BEEPS methodological notes are available from www.enterprisesurveys.org.
* Survey fatigue results from over-surveying. When someone who recently completed a survey from a particular 
organization is inundated with invitations to complete other surveys, they feel tired, or “fatigued” when it comes 
to taking surveys. Once a respondent forms an opinion that a survey organization doesn’t respect him/her 
because of over-surveying, it is very diffi cult to restore the organization’s image. Other effects of survey fatigue 
can include lower response rates and lower-quality data. 
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C H A P T E R  3

Trends in Corruption and 
Regulatory Burden 

This chapter provides a progress report on corruption and regulatory burden in the 
transition countries, based on comparisons between the 2005 and 2008 BEEPS. To 

the extent possible, progress is also assessed for anti-corruption over a longer time span, 
using the fi rst round of BEEPS from 1999. 

Corruption as an Obstacle to Doing Business

A key set of questions in the BEEPS ask about various factors, including “corruption,” 
that potentially present obstacles to the operation and growth of businesses. Changes in 
the wording of the question in the 2008 surveys complicate a  empts to draw compari-
sons with 2005. Specifi cally, the 1999–2005 BEEPS included four response options. Cor-
ruption, for example, could present “no” obstacle, or a “minor,” “moderate,” or “major” 
obstacle. The 2008 BEEPS added a fi fth option of “very severe.”1 The most valid com-
parison between 2005 and 2008 is in the percentage of fi rms choosing the “no obstacle” 
option.2 This fi gure declined from 38 percent in 2005 (weighting each country equally) to 
33 percent in 2008, suggesting corruption obstacles may have worsened somewhat over 
the period, subject to caveats over the change in question wording. 

Although this change in question wording makes it impossible to draw robust con-
clusions about trends in absolute terms, relative comparisons are valid.3 One such com-
parison is in the severity of corruption as a problem, in 2008 versus 2005, relative to 13 
other problems asked about in the survey that are analyzed here. The changed ques-
tion wording applies to all 14 of the possible obstacles to doing business included, so it 
should have no eff ect on this comparison. Table 3.1 lists the countries in each year for 
which corruption was cited as one of the three most serious problems out of 14. 

The table clearly shows that the salience of corruption relative to other problems in-
creased from 2005 to 2008. It was the most problematic factor for doing business in only 
one country (FYR Macedonia) in 2005, but in three countries (Azerbaijan, Bulgaria, and 
Serbia) in 2008. Corruption ranked as the second biggest problem in only one country in 
2005, but in six in 2008. For the region overall, corruption moved up from the third-big-
gest problem in 2005 to the second-biggest in 2008. This relative worsening may refl ect 
improvement in other areas rather than an actual increase in the frequency or severity of 
corruption problems encountered by fi rms. 

A second “relative comparison” considers changes in countries’ rankings within the 
region over time. The horizontal axis of fi gure 3.1 plots the simple average of the four-
point scale for corruption as an obstacle to doing business, for each country, from the 
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2005 BEEPS. The vertical axis plots the corresponding country averages for the fi ve-point 
scale in the 2008 BEEPS. In 2005, Albania ranked worst and Slovenia best in terms of cor-
ruption as an obstacle. In 2008, Albania’s rank improved, while Slovenia was surpassed 
at the other extreme by Estonia. 

A “least squares line” is superimposed on fi gure 3.1, with about half the countries 
above it and the other half below it. This can be interpreted as a reference line, with 
countries above the line performing less well on this question in 2008 than one would 
predict based on their 2005 performance. Countries far below the line (Georgia, Estonia) 
improved the most, while those far above it (most notably all four Northern FSU coun-
tries) deteriorated the most. Among the EU-10 countries, fi rms in Romania were most 
concerned about corruption in 2005, and its position had worsened even further by 2008. 

Table 3.1. Corruption as Obstacle to Doing Business: Relative Ranking among 14 Obstacles 

Top ranked 2nd ranked 3rd ranked
2008 2005 2008 2005 2008 2005

Azerbaijan
Bulgaria 
Serbia

FYR Macedonia Albania
Bosnia and 

Herzegovina
Kosovo

Kyrgyz Republic 
Turkey
Ukraine

Albania Armenia
Hungary

Kazakhstan
Latvia

Romania
Russia

Slovak Republic
Tajikistan

Azerbaijan
Bulgaria
Croatia

Czech Republic
Estonia

Kyrgyz Republic
Romania
Russia

Slovak Republic
Ukraine

Source: BEEPS 2005, BEEPS 2008. 

Figure 3.1. Corruption as an Obstacle to Doing Business: Relative Changes, 2005 
and 2008

Source: BEEPS 2005, BEEPS 2008.
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Figure 3.2 is similar to fi gure 3.1, but compares relative progress over a longer nine-
year period. Specifi cally, it replaces the 2005 country averages with those from the iden-
tical question in the 1999 BEEPS. As in fi gure 3.1, most of the FSU countries lie above the 
reference line in fi gure 3.2; they tend to show less progress than countries in Southeast-
ern Europe. The three countries with the most severe corruption problems as perceived 
by fi rms in 1999 diverged markedly by 2008. The Kyrgyz Republic remained the coun-
try with the most severe corruption problems. Albania made some progress, beginning 
the period as the country with the second-worst corruption problem but ranking be  er 
than a few additional countries by 2008. Georgia progressed dramatically, moving from 
third-worst in 1999 to third-best by 2008. Among countries moving in the opposite di-
rection, a group of three FSU countries (Kazakhstan, Russia, and Ukraine) stand out as 
countries regressing the most.

Even if a country ranks well on corruption in comparison with other ECA countries, 
corruption may still be one of the more salient problems for fi rms in the country if there 
are few complaints about other possible obstacles to operating a business. The same 
countries doing well on corruption may do even be  er on other issues fi rms tend to 
complain about, such as taxes and electricity. Figure 3.3 addresses this possibility. The 
horizontal axis indicates the percentage of fi rms in each country citing corruption as a 
“major” or “very severe” obstacle to doing business in 2008. Kosovo, followed by the 
Kyrgyz Republic, are the countries with the most severe corruption problems by this 
measure.4 The vertical axis shows the percentage of fi rms ranking corruption as one of 
the three most serious obstacles, from a list of 14 possible obstacles analyzed from the 
2008 survey. Azerbaijan and Kosovo are the two countries in which corruption is se-
lected most frequently as one of the three most serious problems. Of these, only Kosovo 
also performs poorly in terms of the percentage of fi rms citing corruption as a serious 
obstacle. In Azerbaijan, corruption is one of the more frequently cited problems—as in-
dicated on the vertical axis—although in absolute terms it is cited less frequently than in 
many other countries—as indicated on the horizontal axis. 

Figure 3.2. Corruption as an Obstacle to Doing Business: Relative Changes, 1999 
and 2008

Source: BEEPS 1999, BEEPS 2008.
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In other words, compared to Kosovo, fi rms in Azerbaijan tend to complain less 
about other problems. Anti-corruption eff orts may receive more a  ention, and possibly 
experience more success, in a country like Azerbaijan, where the problem is more salient 
than other problems, even if it is not less severe in absolute terms. In Kosovo or the Kyr-
gyz Republic, corruption must compete with other serious problems faced by fi rms for 
the a  ention of reformers. 

Administrative Corruption

A prominent and encouraging fi nding in the ACT-2 and ACT-3 reports was a signifi cant 
and steady decline in administrative corruption from 1999 to 2005. This trend continued 
over the 2005 to 2008 period, based on the BEEPS 2008 data. The BEEPS includes nu-
merous questions on particular instances of bribe-paying, e.g. in obtaining licenses or 
dealing with tax offi  cials. As will be shown, these questions generally show favorable 
trends. Here, the focus is on the trend for a broader question, termed “bribe frequency” 
in ACT-3. In both 2005 and 2008, fi rms were asked: 

Thinking about offi  cials, would you say the following statement is always, 
usually, frequently, sometimes, seldom or never true? 

“It is common for fi rms in my line of business to have to pay some irregular 
‘additional payments or gifts’ to get things done with regard to customs, taxes, 
licenses, regulations, services, etc.”

For each country, the percentage of fi rms responding “frequently,” “usually,” or 
“always” was computed. For the 27 countries included in both 2005 and 2008, the mean 
value declined from 21.6 to 13.6 percent. As shown in fi gure 3.4, the degree of improve-
ment varies from country to country, and a few countries did not share in this trend at all. 

Figure 3.3. Corruption: Frequency of Complaints vs. Severity of the Problem

Source: BEEPS 2008.
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Bribe frequency fell in 23 countries, as indicated by downward-pointed arrows in 
the fi gure: the base of the arrow indicates the 2005 level, while the horizontal bar shows 
the 2008 level. Albania exhibits the most dramatic improvement, followed by the Kyrgyz 
Republic and Lithuania. Despite this progress, bribe frequency is still more prevalent 
in the Kyrgyz Republic than in any other country. The only country that experienced a 
marked increase in bribe frequency is Uzbekistan, but smaller increases were reported 
in three other countries, Armenia, the Slovak Republic, and Slovenia.5 Reported bribe 
frequency is very low in the two new countries surveyed, Montenegro and Kosovo.

Figure 3.5 compares bribe frequency in 2008 to results from the fi rst BEEPS in 1999. 
Results are not directly comparable due to changes in the sample design, but countries’ 
relative changes in fi rms’ perceptions of corruption over the nine-year period can be 
observed.6 Country averages for the 6-point scale are portrayed.7 The Kyrgyz Republic, 
for example, despite showing considerable progress over the 2005–08 period, fell behind 
several other countries between 1999 and 2008. The seven countries farthest above the 
reference (least squares) line—those regressing the most in relative terms—are all in the 
FSU-North and FSU-South subregions. In contrast, all EU-10 countries are located either 
on or below the reference line. Among non-EU-10 countries, Georgia and Turkey experi-
enced the most impressive progress on bribe frequency over this period. 

The 2005 BEEPS included many questions on bribe frequency in dealing with of-
fi cials on particular ma  ers, such as utility connections, inspections, licenses, etc. The 
majority of these questions were not included in the 2008 BEEPS, although diff erent 

Figure 3.4. Bribe Frequency by Country, 2005 and 2008 

Source: BEEPS 2005, BEEPS 2008. 
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Figure 3.5. Bribe Frequency in 1999 and 2008 

Source: BEEPS 1999, BEEPS 2008.
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Box 3.1. Albania—Impressive Progress but Still Much Room for Improvement

As fi gure 3.4 illustrates, Albania has shown the most dramatic decline in reported bribe fre-
quency in ECA between 2005 and 2008, with the share of fi rms saying that unoffi cial pay-
ments are frequent dropping from 48 percent (the second highest in ECA in 2005) to 13 
percent, which is about the same as the ECA average in 2008. The decline in bribe frequency 
is similarly impressive when it comes to reported bribe frequency in dealing with taxes (from 
45 to 15 percent), customs (from 46 to 10 percent), and the courts (from 37 to 8 percent). 

On the other hand, the share of fi rms reporting unoffi cial payments (43 percent in 2008, down 
from 70 percent in 2005) remains much higher than the ECA average of 16 percent and the 
SEE average of 14 percent, indicating that Albania needs to continue its efforts to reduce 
administrative corruption. 

Albania continues to have high levels of reported bribe frequency for a number of transac-
tions such as obtaining construction permits (29 percent of fi rms say informal payments/gifts 
are requested or expected); applying for water and electricity connections (23 and 22 per-
cent of fi rms respectively say that informal payments are expected); and applying for import 
licenses (22 percent of fi rms say that informal payments are expected). Overall, bribes are 
more frequent in all but one (obtaining compulsory certifi cates) of the nine interactions with 
the government measured by BEEPS 2008 (see fi gure B3.1), than in ECA overall.

(continued)

questions regarding informal payments for specifi c interactions, such as for a utility con-
nection, construction permits, and others, were included. Three of the bribe frequen-
cy questions were retained, however, so changes over time in bribe frequency can be 
shown for specifi c sectors: dealing with customs and imports, taxes and tax collection, 
and courts. As shown in fi gure 3.6, the percentage of fi rms reporting that bribes are paid 
frequently declined by nearly half in each of these three areas. Progress in taxes and 
customs continues a favorable trend reported for 2002–05 in ACT-3. Chapter 6 provides 
a more detailed look at corruption and other issues in tax and customs administration.
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Box 3.1 (continued)

Figure B3.1. Percentage of Firms Stating Informal Payments are Expected by Type 
of Interaction
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Source: BEEPS 2008.

With regard to kickbacks for public contracts, the percentage of contract value paid as bribes 
was, on average, twice as high as the ECA average (4.4 and 2.2 percent in 2008, respectively). 
Finally, the WEF survey also indicates that Albania continues to display a high level of perceived 
state capture (unoffi cial payments by fi rms to distort fair competition to their advantage), which 
suggests a need for continued efforts to ensure a transparent regulatory framework.

Sources: BEEPS 2005, BEEPS 2008, World Economic Forum (various years). 

Figure 3.6. Bribe Frequency by Subsector, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008.
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Box 3.2. Reforms in the Russian Customs Service

The results of BEEPS 2008 in the Russian Federation show a signifi cant decrease in the 
percentage of fi rms stating that bribes were frequently requested/expected when dealing with 
customs, going from 11 percent in 2005 to 6 percent in 2008. 

This improvement has taken place against the backdrop of a large-scale reform project focus-
ing on the modernization of the Federal Customs Service. The objectives of the project, which 
was launched in 2003 by the Russian Federation in partnership with the World Bank, are to 
(i) promote internationally acceptable practices for processing of international trade fl ows by 
Customs; and (ii) increase taxpayer compliance with the Customs Code and ensure unifor-
mity in its application, in order to support macroeconomic stability and increase transparency, 
timely transfer of collected revenues to the Federal budget, and equity and predictability in 
Customs operations. The project is being implemented in the central units of the Federal Cus-
toms Service and two pilot regions: Central Customs and Northwestern Customs locations.

During its lifetime, the project has yielded good results as measured against the project in-
dicators: the percentage of import declarations selected for physical inspection has been 
reduced by 78 percent, export declarations selected for inspection have been reduced by 89 
percent, the average clearance times for vehicle inspections have declined 63 percent, inland 
lodging times have decreased by 83 percent, and the compliance gap has narrowed with a 58 
percent improvement. Only one indicator, enforced compliance with collection of taxes and 
duties, has yet to meet its target value of 3 percent. However, it has been inching up from its 
baseline value of 1 percent in 2003 to 1.97 percent in 2009. 

The trends in the data from the Federal Customs Service are complemented and corroborat-
ed by other data sources, showing overall improvement in the performance and effi ciency of 
the Russian Customs Service. These other sources include the BEEPS, Doing Business, the 
Logistics Performance Index, and the World Economic Forum Enabling Trade Index, which 
are built on surveys of fi rms, experts, executives, and/or global carriers. For the most part, 
the trends seen in external sources are similar to the progress shown by the data from the 
Federal Customs Service: effi ciency has improved, as have perceptions of customs regula-
tions as a burden to fi rms and users. 

Source: BEEPS 2008, Internal World Bank documents.

Progress on bribe-paying in the courts is especially noteworthy, as it reverses an un-
favorable trend noted in ACT-3. Chapter 7 examines progress on corruption and other 
issues in legal and judicial systems in more detail. 

Public procurement is one important area in which bribery does not appear to be 
declining. In the 2005 and 2008 BEEPS, fi rms were asked: 

“When establishments like yours do business with the government, what per-
cent of the contract value would be typically paid in additional or unoffi  cial 
payments/gifts to secure the contract?” 

For 25 transition countries,8 answers can be compared over time for this “kickback 
tax.” In 2008, this question was asked only of fi rms who reported they had secured or 
a  empted to secure a government contract. This applied to 19 percent of all fi rms. The 
average informal payment reported (weighting each country equally) by these fi rms was 
about 2.2 percent of the contract value.
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2010 EC progress reports10 recognized Bulgaria for “strong momentum of reform” and 
“results achieved.” The same report, however, remains highly critical of public procure-
ment procedures in Romania, which experienced one of the sharpest deteriorations in 
the kickback tax between 2005 and 2008. Other countries with increases in reported brib-
ery in procurement include Kazakhstan, the Kyrgyz Republic, Latvia, the Slovak Repub-
lic, and Uzbekistan.

State Capture

The evidence shows that administrative corruption (as measured by reported bribe pay-
ing by fi rm managers to government offi  cials) has been steadily declining in the region 
overall from 1999–2002, from 2002–05, and again from 2005–08. In contrast, “state cap-

In 2005, the average for all fi rms responding to the question was only about 2.0 per-
cent. This would indicate a slight worsening of bribes in public procurement between 
2005 and 2008. However, there was no screening question in 2005; all fi rms were asked 
about the need for unoffi  cial payments to obtain government contracts, whether or not 
they had actually secured or a  empted to secure one. This diff erence potentially aff ects 
the results. A rough, but not exact, adjustment can be made by looking only at fi rms in 
2005 that reported they made sales to government agencies or state-owned enterprises.9 
For these be  er-informed fi rms, the average was about 2.2 percent. Based on these re-
sponses, there was no change between 2005 and 2008. While neither comparison is exact, 
there appears to have been only a negligible decrease, if any, in bribery in public pro-
curement for the region overall.

The minimal change overall, however, does not apply to every country. As shown 
in fi gure 3.7, some countries including Georgia, FYR Macedonia, Hungary, Bulgaria, 
and Azerbaijan show large declines in the kickback tax. Improvements in Georgia and 
Bulgaria may be a  ributable to the adoption of new public procurement laws. In the 
case of Bulgaria, the new law was designed for compliance with the EU acquis. The July 

Figure 3.7. Bribes in Public Procurement by Country, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008. 
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Box 3.3. Public Procurement in Ukraine: A Long and Winding Road to EU 
Standards

As fi gure 3.7 shows, Ukraine is a country with one of the largest increases in bribes in 
public procurement between 2005 and 2008. Yet the data illuminate only a portion of the 
complex story of public procurement woes in the country.

The World Bank has long taken an interest in increasing transparency and reducing 
corruption in Ukraine’s public procurement, including procurement-related conditions 
in the early 2000s. According to the 2007 World Bank Public Expenditure and Finan-
cial Accountability (PEFA) study (World Bank, 2007), the procurement system actually 
appeared to be improving through 2005: the percentage of competitive tendering pro-
cedures used was increasing annually from 83.5 percent of all procedures in 2003 to 
over 90 percent for 2005. The number of single-source contracts was fairly static at 16 
percent by number of contracts and 24 percent by value of contracts. 

However, the amendments to the Public Procurement Law (PPL) in late 2004 that came 
into force in 2005 were a complete game changer. They created an entirely new system 
with confused roles and procedures, essentially privatizing the public procurement func-
tion and encumbering competitive procurement methods. As noted in the PEFA study, 
“while Ukraine may have rated an ‘A’ in this element in 2004 and 2005, at present, it 
rates a ‘D’.” This deterioration in performance as measured by PEFA is also refl ected in 
the BEEPS data in fi gure 3.7.

In the meantime, the World Bank in conjunction with the EU has vigorously stepped up 
the pressure on the Ukrainian authorities to clean up the public procurement system. 
The EU/OECD SIGMA Assessments (2006, with an update in 2007) harshly criticized 
the post-2005 procurement system in Ukraine, stating that the new system “will not 
promote effi cient, transparent and cost-effective public procurement; may risk under-
mining the credibility and integrity of the entire public procurement system; and may not 
contribute to Ukraine’s ambitions for closer integration with the European Union, future 
membership of the WTO, and a possible signatory to the Government Procurement 
Agreement” (SIGMA 2007). Moreover, the PEFA study concluded that “procurement 
law amendments are not consistent with international standards, nor consistent with 
Ukraine’s intention to harmonize with EU practices.” All subsequent World Bank budget 
support operations had very specifi c conditions related to the PPL amendments. Last 
but not least, the World Bank has taken a very public stance on the issue, contributing 
to the creation of the public information campaign and a rigorous public discourse on the 
issue in the Ukrainian mass media. 

As a result of this concerted effort, a new PPL was passed in 2010 that takes into ac-
count many of the World Bank’s and EU’s concerns. However, much work remains to be 
done on harmonizing Ukraine’s PPL with the EU directives, including the implementa-
tion arrangements and capacity building in the area of public procurement. Thus, the 
real effect on governance outcomes remains to be seen. Subsequent waves of the 
BEEPS will help us assess the eventual success or failure of these efforts. 

Sources: World Bank PEFA 2007, SIGMA 2007.
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Box 3.4. The World Economic Forum Executive Opinion Survey

The WEF has conducted the Executive Opinion Survey annually for 30 years. The survey has 
evolved over time to represent current thinking on factors important to include in the WEF’s 
Global Competitiveness Index. 

The survey is implemented by the WEF in collaboration with a network of over 150 Partner 
Institutes following a detailed set of guidelines. 

The survey sampling follows a dual stratifi cation based on the size of the company and the 
sector of activity. Specifi cally, the survey sampling guidelines ask the Partner Institutes to 
carry out the following steps:

1. Prepare a “sample frame,” or large list of potential respondents, which includes fi rms 
representing the main sectors of the economy (agriculture, manufacturing industry, 
nonmanufacturing industry, and services). 

2. Separate the frame into two lists: one that includes only large fi rms, and a second list 
that includes all other fi rms (both lists representing the various economic sectors).

3. Based on these lists, and in view of reducing survey bias, choose a random selection 
of these fi rms to receive the survey. 

Methods of administering the surveys are tailored to national differences in infrastructure, 
distance, cultural preferences, and other factors. In some instances, the Partner Institute may 
deem that face-to-face interviews with business executives are the most effective method, 
as opposed to a mail or telephone interview method, or offering the online version as an 
alternative. In the 2009 round of the survey, use of the online completion method increased 
to 27 percent of all responses, with over 10 countries using the online system solely and 27 
percent of countries having an online usage rate above 70 percent. The survey has gradually 
expanded its country coverage over time, and now includes nearly 140 countries, including 
most but not all in ECA. Its sample sizes average fewer than 100 fi rms, with as few as 30 
in some cases. (Table B3.4 below shows the sample sizes for ECA countries in the 2009 
survey.) Moreover, the samples are not designed to be nationally representative, but delib-
erately over-represent fi rms that are larger, have some foreign ownership, and are engaged 
in foreign trade. For these reasons it is preferable to use the BEEPS instead of the WEF in 
cases where both surveys address the same issue—for example, administrative corruption. 

Most questions in the survey follow a structure that asks participants to evaluate, on a scale 
of 1 to 7, particular aspects of their operating environment. At one end of the scale, 1 repre-
sents the worst possible situation, and at the other end of the scale, 7 represents the best. 
This is similar to the format of some BEEPS questions, but many other BEEPS questions are 
designed to produce more objective information about fi rms’ own experiences. 

(continued)

ture”—the corrupt distortion of laws and rules aff ecting business—showed li  le evi-
dence of a trend in previous rounds of the BEEPS. A comparison of 2005 with 2008 can-
not be presented, because the questions on state capture were dropped from the 2008 
BEEPS. Instead, results on a similar question included in the WEF’s Executive Opinion 
Surveys can be used for 2005 and 2008. Specifi cally, fi rms were asked:

“Do other fi rms’ illegal payments infl uence government policies, laws, or 
regulations impose costs or otherwise negatively aff ect your company?” 
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Responses, ranging from 1 (indicating a signifi cant negative impact) to 7 (no impact), 
were averaged over all fi rms in each country. For the 22 transition countries included in 
both 2005 and 2008, the mean country rating was 3.71 in 2005, improving to 3.92 in 2008. 
This small improvement is not statistically signifi cant, however (see table 3.2). 

Table 3.2. WEF “State Capture” Related Questions

WEF Corruption Indicator
Mean
2005

Mean
2008

Signifi cance
(2-tailed test)

(1) Costs of State Capture 3.71 3.92 0.38
(2) Diversion of Public Funds 3.20 3.42 0.18
(3) Public Trust in Politicians 2.09 2.27 0.19

Source: World Economic Forum 2005 and 2008. 
Note: The sample includes 22 transition economies appearing in the WEF’s Executive Opinion Surveys 
in both 2005 and 2008.

Box 3.4 (continued)

Table B3.4. Distribution of Respondents to the 2009 WEF Survey by Country and Firm Size

Country/Economy
Sample Size Respondents by fi rm size, % of country sample

Count Online (%) <101 101–500 501–1,000 >1,000
Albania 100 0 68 29 2 1
Armenia 78 0 62 29 4 5
Azerbaijan 79 0 68 23 5 4
Bosnia and Herzegovina 99 0 90 7 1 2
Bulgaria 107 0 49 40 7 2
Croatia 82 40 40 24 13 20
Czech Republic 86 52 22 38 21 18
Estonia 81 100 60 33 2 4
FYR Macedonia 91 11 44 46 4 5
Georgia 83 100 66 22 4 6
Hungary 96 0 20 39 21 20
Kazakhstan 124 2 43 41 6 7
Kyrgyz Republic 79 0 67 27 1 3
Latvia 85 79 58 20 8 12
Lithuania 102 62 26 52 14 7
Montenegro 82 0 87 9 0 0
Poland 184 76 32 29 19 20
Romania 45 33 67 9 9 15
Russian Federation 368 1 26 27 27 18
Serbia 78 0 40 50 5 5
Slovak Republic 65 72 32 40 11 17
Slovenia 110 1 48 29 8 15
Tajikistan 99 0 76 18 2 4
Turkey 96 3 6 65 19 10
Ukraine 105 2 35 31 16 15

Source: World Economic Forum.
Note: Missing ECA Countries: Belarus, Kosovo, Moldova, Uzbekistan.
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The modest progress, averaged over all countries in the region, hides substantial 
variation across countries. As shown in fi gure 3.8, scores for Albania and Georgia had 
improved dramatically by 2008 compared to 2005, while Bosnia and Herzegovina and 
Hungary experienced the largest declines. 

These 22 transition countries in the WEF surveys also exhibit progress—although 
not to a degree that is highly statistically signifi cant—between 2005 and 2008 on two 
additional questions pertaining to other forms of high-level corruption not measured in 
the BEEPS. One of these asks whether it is common for public funds to be diverted to 
“companies, individuals, or groups due to corruption.” As shown in fi gure 3.9, Georgia 

Figure 3.8. Business Costs of Corruption by Country, 2005 and 2008

Source: World Economic Forum 2005 and 2008.
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Figure 3.9. Diversion of Public Funds by Country, 2005 and 2008

Source: World Economic Forum 2005 and 2008.
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and FYR Macedonia show the strongest improvement on this question over time, with 
average scores in 2008 close to the scores for Estonia and Slovenia. Albania is a third 
country improving more than a full point on the 1–7 scale, but this improvement leaves 
it in the middle of the pack among 22 transition countries. Of the newest EU members, 
Romania’s score improved by about ½ point but still ranks near the middle, while Bul-
garia showed almost no improvement and ranks last among the 22 countries in 2008.

The other WEF question asks executives about their perceptions on “public trust 
in the fi nancial honesty of politicians.” Estonia, Slovenia, and Georgia again rank at the 
top among transition countries on this question. Bosnia and Herzegovina ranks at the 
bo  om, and the new EU entrants Bulgaria and Romania also rank poorly. Lithuania and 
Georgia show the most improvement over their 2005 scores. 

These state capture questions can be used to help understand what forms of cor-
ruption fi rm managers have in mind when they report that it is a major or very severe 
obstacle to operating a business. Figure 3.10 shows that higher bribe frequency tends to 
be associated with corruption being a more severe obstacle, with the prominent excep-
tion of Kosovo (box 3.5). 

Figure 3.10. Bribe Frequency and Corruption

Source: BEEPS 2008.
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The correlation of frequency of administrative bribe-paying with corruption as an 
obstacle to business is far from perfect, even if Kosovo is ignored. There are many pos-
sible reasons why fi rms may consider corruption a major obstacle, even if bribes are 
infrequent and small (see Anderson and Gray, 2006). One explanation is other forms of 
corruption, including state capture of policies and regulations by other fi rms, or diver-
sion of public funds. Figure 3.11 shows a strong relationship between corruption as an 
obstacle, as measured by BEEPS, and state capture, as measured by low scores on the 
WEF survey question. Similar relationships hold using other WEF indicators on diver-
sion of public funds, or trust in the fi nancial honesty of politicians instead of state cap-
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Box 3.5. Corruption in Kosovo

Kosovo is an extreme outlier in fi gure 3.10. Corruption is rated as a more severe problem for 
business in Kosovo than in any other country in the region, despite a very low prevalence 
of bribe-paying by fi rms. Households also report paying fewer bribes in Kosovo than in most 
other countries in the region, in Transparency International’s “Global Corruption Barometer” 
surveys (Riano et al., 2009). 

The low levels of corruption in the tax administration and other areas result in part from the 
fact that the Kosovo public administration was established from scratch according to inter-
national practices and under international mentoring and supervision. As a result, public em-
ployees have not had the opportunity to develop corrupt practices and the public is no longer 
used to putting up with corruption. In the 2009 Global Corruption Barometer, health ranked 
as the service with the highest incidence of unoffi cial payments, perhaps because the sector 
has received hardly any international attention and continues to be very inadequately funded.

Why do fi rms in Kosovo rate corruption as a severe problem, if fi rms and households tend to 
report low levels of administrative corruption? This discrepancy is due at least in part to other 
forms of corruption, not directly measured in the BEEPS, which affect fi rms less directly than 
administrative bribe-paying. Patronage, nepotism, and politicization are serious problems in 
the civil service, and in state-owned enterprises (European Commission, 2008). Public opin-
ion surveys point to the prevalence of high-level (grand) corruption related to the manage-
ment of publicly owned enterprises and the agency responsible for privatizing some of them. 
There have been serious allegations of grand corruption involving various offi cials, including 
those of high-level. There have been very few arrests, let alone convictions, to date. However, 
a newly formed Anti-Corruption Task Force is charged with fi ghting high-level corruption.

Sources: Untying the Knot: The Political Economy of Corruption and Accountability in Kosovo, June 29, 2010. 
Kosovar Stability Initiative; Global Corruption Barometer, 2009, Transparency International; Kosovo under 
UNSCR 1244/99 2009 Progress report. Commission of the European Communities.

Figure 3.11. Corruption and State Capture

Source: BEEPS 2008 and WEF 2008 Survey. 
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ture. These other aspects of corruption appear to be important to fi rms, despite the fact 
that they are not manifested directly in interactions between fi rm managers and public 
offi  cials, as with administrative corruption. 

In principle, the WEF data could also be used to assess trends in administrative 
corruption. The WEF surveys include fi ve questions on perceptions of how commonly 
fi rms must pay bribes in complying with taxes, obtaining public contracts, obtaining 
export and import permits, ge  ing connected to public utilities, and ge  ing favorable 
judicial decisions. For the 22 transition economies included in both the 2005 and 2008 
WEF surveys, the average score declined on all fi ve indicators, suggesting an increase 
in administrative corruption. However, none of these changes were statistically signifi -
cant, in contrast to the highly signifi cant declines exhibited on administrative corruption 
(except in public procurement) in the BEEPS. The BEEPS is a more reliable source due 
to its more comprehensive country coverage, and its much larger and more nationally 
representative samples of fi rms. The conclusions on trends in administrative corruption 

Box 3.6. The Russian Federation—Anti-Corruption Effort Continues, but with 
Mixed Results

Analysis of BEEPS results for the Russian Federation points to two seemingly contradictory 
trends:

• Reported bribe frequency has declined sharply in 2005–08 (with the share of fi rms say-
ing that unoffi cial payments are frequent dropping from 41 to 22 percent, and the share 
of fi rms that reported unoffi cial payments falling from 62 to 31 percent), with marked 
improvements in reported bribe frequency in dealing with tax and customs as well as 
the courts.

• Firms’ perceptions of corruption as a problem doing business have worsened (with the 
share of fi rms saying that corruption is a problem doing business increasing from 64 to 
81 percent), while the share of fi rms reporting unoffi cial payments remains much higher 
than the ECA average (31 percent compared to 16 percent in ECA as a whole). 

A trend toward a reduced prevalence of corruption is clear, with major improvements in the 
incidence of unoffi cial payments in dealing with taxes, customs, and the courts. However, 
fi rms’ perceptions of corruption may be attributed to the following considerations:

• The high level of state capture (as reported in the WEF survey): this aspect of corrup-
tion is not captured by the new BEEPS, but nevertheless it can pose a major barrier to 
smaller and new fi rms’ market access and fair competition, including at the regional and 
local levels.

• The trend toward a higher bribe tax: while the share of fi rms that reported unoffi cial 
payments halved between 2005 and 2008, for those fi rms that reported paying bribes, 
this represents an increasing share of annual sales—from 1.7 percent in 2005 to 4.5 
percent in 2008 (this reaches 11.5 percent of contract value for fi rms that paid kickbacks 
for government contractsa). If the reduction of bribe frequency is viewed together with 
the increase in the bribe tax, the total monetary volume of unoffi cial payments in Russia 
has likely increased.

• As fi ghting corruption has increasingly become an offi cial policy priority, the higher pub-
licity given to anti-corruption efforts in public discourse and the media might also contrib-
ute to higher perceptions of corruption among BEEPS respondents.

Source: BEEPS 2005, BEEPS 2008, and WEF 2008 Survey. 
a. Due to changes in the way the bribe tax question was asked, the numbers for 2005 and 2008 are not strictly 
comparable. But the change likely tends to reduce the estimated bribe tax, and Russia was one of the few 
countries in which it increased.
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presented herein are based on evidence from the BEEPS. The WEF is used to analyze 
trends in state capture, despite its other limitations, because it is the only data source on 
this issue for 2005 and 2008 following the unfortunate decision to drop the remaining 
state capture questions from the 2008 BEEPS.

Regulatory Burden

Regulation of private business often serves legitimate public purposes. Its public ben-
efi ts, however, should be evaluated against its costs to fi rms. Often the administrative 
requirements of complying with regulations are unnecessarily excessive, and can en-
courage bribe seeking by public offi  cials and bribe off ers by fi rms. The BEEPS contains 
numerous questions pertaining to regulation and its compliance burdens on fi rms. 

Results of BEEPS 2008 show measurable progress in many aspects of the regulatory 
regime, specifi cally in the areas of tax administration, courts, and customs. The varia-
tion across countries and subregions shows these improvements are widespread. For 
example, the share of fi rms indicating that tax administration is not a problem for them 
signifi cantly increased in 14 countries between 2005 and 2008, while signifi cant changes 
in the opposite direction occurred in nine. 

Similarly, the share of fi rms citing courts, customs and trade regulations, and labor 
regulations as a problem doing business declined in many more countries than they 
increased.11 These results, overall, indicate improvement from 2005 to 2008 in the admin-
istrative burden of regulation for fi rms. 

It is therefore puzzling at fi rst glance that the BEEPS data also show an across-the-
board increase in the time spent by managers in dealing with public offi  cials and gov-
ernment regulations. About 6 percent of managers’ time on average was spent dealing 
with regulations in 2005, rising to about 12 percent in 2008. Nearly every country shared 
in this increase in the “time tax,” with Azerbaijan and Georgia the only exceptions. This 
apparent deterioration, however, appears to be an artifact of the way the question was 
asked in the 2008 survey.12 

The validity of comparisons over time in this BEEPS question can be cross-checked 
by looking at whether or not related questions in the BEEPS and WEF surveys also pro-
vide any evidence of an increased “time tax” associated with regulatory compliance. If 
the time tax is truly increasing, it would be expected to observe an increase in the admin-
istrative burden of regulation in the Doing Business indicators on required procedures 
for starting a business, paying taxes, clearing customs, etc. 

In its 2004 and 2006 surveys, the WEF survey asked: 

“How much time does your fi rm’s senior management spend dealing/negotiating 
with government offi  cials (as a percentage of work time)?” 

There were 8 response categories, with 1 = 0 percent, 2 = 1 percent to 10 percent, 
and so forth and 8 = 81 percent to 100 percent. The mean score for transition countries 
shows a slight improvement from 2004 to 2006. Seven countries show improvements; 
there is no change in four others, and six worsen. The 2004–06 interval only partially 
overlaps with the BEEPS 2005–08 period, but if the “time tax” really doubled over the 
la  er three-year interval, it should be possible to detect some signs of an increase in the 
WEF surveys. However, there is no such adverse trend found. 



Trends in Corruption and Regulatory Burden in Eastern Europe and Central Asia 25

Another related WEF question asks respondents to rate on a scale of 1 to 7 how 
“burdensome” it is for their fi rm to comply with the government’s administrative re-
quirements, including permits, registration and reporting. This question was asked in 
the 2005 and 2008 WEF surveys, so the change can be measured for the same period as 
in the BEEPS. Unlike the fi rst WEF question, this one does not specifi cally ask about the 
time required to comply with regulations. However, it seems unlikely that a dramatic 
increase in the time tax could occur in the absence of a worsening of the administra-
tive burden on fi rms associated with regulatory compliance. In fact, transition countries 
overall show a statistically signifi cant ¼-point improvement in this question from 2005 
to 2008, indicating the administrative requirements associated with business regulation 
were becoming less burdensome, not more. Twice as many countries showed improve-
ments as showed deterioration.

In the BEEPS, the burden associated with obtaining business licenses and permits 
appears to have declined from 2005 to 2008. This factor was ranked among the top seven 
problems in 16 transition countries in the 2005 survey, but in only fi ve countries in the 
2008 survey. The average number of tax meetings and inspections also declined from 
2005 to 2008.

The region has also improved on the Doing Business indicators pertaining to the 
administrative burden of regulation. In 2005, for example, the average number of days 
required to complete required procedures for starting a new business was 40.1. In 2008, 
for the same set of countries, the average had fallen to 25.7. Similarly, the average time 
required to register property declined over the period from 134 to 95 days. Table 3.3 
summarizes these and other improvements from 2005 to 2008 in 10 Doing Business in-
dicators grouped under the topics “Starting a Business,” “Registering Property,” and 
“Enforcing Contracts.” For the 23 ECA countries covered by Doing Business in both 2005 

Table 3.3. Improvements in Doing Business Indicators in ECA, 2005 to 2008

Doing Business Indicator 2005 2008
Starting a Business

No. of procedures*** 10.0 8.4
Time in days*** 40.1 25.7
Cost*** (% of GDP per capita) 15.7 10.3
Minimum paid-in capital* (% of GDP per capita) 49.1 35.8

Registering Property
No. of procedures* 6.8 6.5
Time in days 134.2 95.3
Cost* (% of property value) 2.9 2.1

Enforcing Contracts
No. of procedures* 36.7 36.1
Time in days* 478.8 438.6
Cost (% of disputed value) 24.0 23.5

Source: Doing Business 2005, 2008. Comparisons are for 23 ECA countries included in Doing Business in 
both 2005 and 2008. Signifi cance indicated is for two-tailed tests. 
Note: * Indicates signifi cance of diff erence: * = 0.10, **=0.05, ***=0.01 or higher.
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and 2008, the average score improved on all 10 indicators, and in most cases the change 
is statistically signifi cant.13 

Overall, the evidence suggests that the sizeable increase in the “time tax” measured 
in the BEEPS in 2008 compared to 2005 is an artifact of the change in question word-
ing. Prompting respondents with specifi c examples appears to have generated larger 
estimates. Evidence from the WEF even suggests there has been a small decline in the 
administrative burden from business regulation.

This evidence for a modest decline over time does not justify complacency regard-
ing administrative burdens imposed on business. The subsequent analysis shows that 
these burdens are still excessive in some countries, and that excessive regulation is as-
sociated with more frequent bribe paying by fi rms. 

Notes

1. Logically, the “very severe” option might draw some responses away from the “major obstacle” 
option, with no impact on the frequency of the other responses. If so, the “major” and “very se-
vere” responses in 2008 could simply be combined for direct comparison with the percentage of 
respondents citing corruption as a “major” obstacle in the 2005 survey. However, because diff er-
ences between labels such as “moderate” and “major” are subjective, this seemingly logical as-
sumption may be too strong. For example, some respondents viewing corruption as a serious but 
not debilitating constraint might be inclined to select the second-most critical option, which would 
be “major” in the 2008 survey, but “moderate” in 2005. 
2. Even here, it is not entirely clear that the four other response options in the 2008 survey are 
equivalent to the other three options in the 2005 survey. The addition of a fi fth option could pull 
some responses away from “no” to “minor.” Compared to 2005, therefore, the 2008 survey would 
be biased downward in the frequency of “no obstacle” responses. This in turn would create a bias 
against fi nding progress between 2005 and 2008 in the percentage of fi rms stating that corruption is 
not an obstacle. This likely bias may be partly responsible for the decline in the percentage of fi rms 
indicating corruption is not an obstacle.
3. Certain obstacles may be more important to certain types of fi rms than to others. For example, 
an export-oriented fi rm is likely to be more concerned about customs than a fi rm providing local 
services. Carlin et al. (2010) propose an alternative approach that removes factors determined by 
fi rm characteristics. A modifi cation of this approach was used in the EBRD Transition Report 2010. 
This report found that skills availability, corruption and tax administration emerge as the top three 
business environment constraints in transition countries (tax rates and access to fi nancing were not 
included in this ranking).
4. Kosovo is not shown in fi gures 3.1 and 3.2, because it was not included in the BEEPS in 1999 or 
2005. Montenegro is not presented as it was not surveyed as an individual country in 1999 or 2005.
5. Most changes are statistically signifi cant at the 0.10 level (and many at the 0.01 level). The excep-
tions are Georgia, Slovenia, Estonia, Latvia, the Slovak Republic, Croatia, Moldova, Romania, and 
Tajikistan.
6. These shifts in countries’ positions relative to each other over the period are meaningful, if 
changes in the sample design (e.g., excluding very small fi rms) aff ect each country similarly. In 
principal, samples could be adjusted for 1999 and 2008 to improve comparability, following the 
procedures employed for 2005 and 2008 as described in box 2.1. However, the sample sizes were 
only about half as large in 1999 as in 2005, and the additional reduction in sample size caused by 
the adjustment procedures would increase the imprecision of 1999 estimates beyond acceptable 
levels. 
7. Some country rankings for 2008 shift slightly from fi gure 3.4, where we computed the percentage 
of fi rms reporting that bribes were frequent (that is, reported “frequently,” “usually,” or “always” 
on the 6-point scale) instead of taking the mean of the 6-point scale. 
8. Although Turkey is included in fi gure 3.7, it is not included in the comparison described here. 
9. A question in the 2005 BEEPS asks “what percentage of your domestic sales” go to these or to 
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four other categories of purchasers. 
10. h  p://ec.europa.eu/dgs/secretariat_general/cvm/progress_reports_en.htm.
11. In addition to these regulatory questions, the BEEPS asked about many other potential prob-
lems. In contrast to the results for regulation, most of these areas show deterioration from 2005 to 
2008. These include crime, tax rates, infrastructure, workers’ skills, and access to fi nance and land. 
See the technical notes in the Annexes for more information.
12. Unlike in the 2005 survey, the “time tax” question in 2008 included a follow-up statement 
prompting respondents with examples that, in eff ect, invited them to interpret the question more 
broadly, potentially aff ecting the answers. See the technical notes in the Annexes for a more de-
tailed discussion of the implications of this change in wording. 
13. The Doing Business topics “Paying Taxes” and “Dealing with Licenses” were not added until 
the 2006 study. 
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C H A P T E R  4

What Infl uences the Level of 
Administrative Corruption? 

A fi rm’s characteristics, as well as characteristics of the country in which a fi rm is 
located, both infl uence the likelihood it must pay bribes in dealing with public of-

fi cials. Previous reports based on BEEPS 2002 and 2005 data found that fi rms were more 
likely to pay bribes if they were: 

■ private rather than state-owned
■ manufacturing fi rms
■ located in urban areas
■ domestic rather than foreign-owned
■ longer established fi rms.

There is no clear relationship between fi rm size and the likelihood of paying bribes. 
However, taking into account the size of bribes, smaller fi rms pay more as a share of fi rm 
revenues (Anderson and Gray, 2006).

While fi rm-level factors ma  er for the incidence of administrative corruption (see 
ACT-2, Annex 3 for detailed evidence), collectively they ma  er less than characteristics 
of the country in which a fi rm is located. A full discussion of the large cross-country 
empirical literature on the determinants of corruption is beyond the scope of this report. 
Most of that literature is based on global samples, and its fi ndings may not fully apply 
to the transition countries. Nor do many of those studies distinguish administrative cor-
ruption, or bribe-paying in fi rm-state interactions, from other forms of corruption. This 
chapter will present illustrative evidence from BEEPS data on the more limited issue of 
administrative corruption faced by fi rms in the transition countries.

Subregions ma  er for the incidence of administrative corruption, as shown in fi gure 
4.1. Firms in the EU-10 countries are the least likely to report that bribes must be paid fre-
quently. Southeastern Europe shows the largest improvement between 2005 and 2008, 
and the FSU-South experienced the least improvement.

Some subregions are wealthier than others, and bribe frequency tends to be lower in 
countries with higher per capita incomes, as seen in fi gure 4.2. Causation likely runs in 
both directions. Corruption can slow investment and income growth (see, for example, 
Mauro, 2005) but low incomes in turn can aggravate corruption problems in various 
ways. For example, low public sector pay may increase the temptation for rent seeking. 
Low regional income is often associated with poorer rule of law and accountability in-
stitutions, which in turn create greater opportunity for corrupt behavior. Furthermore, 
it may be more diffi  cult to fund eff ective anti-corruption institutions (courts, Supreme 
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Audit Institutions, anti-corruption commissions, ombudsmen, mechanisms to enforce 
income and asset disclosures and confl ict of interest laws, and so forth) in poorer coun-
tries because of less eff ective rule of law and judicial systems. 

Although the correlation between bribe frequency and income is fairly strong, there 
are visible exceptions to this generalization in fi gure 4.2. Georgia is one of the poorest 
countries in the region, but has one of the lower levels of administrative corruption. 
Bribe frequency is much higher than predicted by income level in Romania and Ukraine, 
and in the resource-rich countries of Azerbaijan, Russia, and Kazakhstan.

Figure 4.1. Bribe Frequency by Subregion, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008.
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Figure 4.2. Bribe Frequency and Per Capita Income

Source: BEEPS 2008, World Bank World Development Indicators.
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Excessive regulation also appears to contribute to higher administrative corruption 
levels, as shown in fi gure 4.3. A “Graft Index” is constructed, following the method used 
in Gonzalez et al. (2007), and graphed on the vertical axis. The Graft Index summarizes 
the likelihood that any given fi rm in a country will be asked to pay a bribe when making 
one of the following six requests from public offi  cials: 

■ an electrical connection
■ a water connection
■ a telephone connection
■ a construction permit
■ an import license
■ an operating license. 

Values range from under 1 percent for Slovenia and Croatia up to nearly 27 percent 
for Tajikistan. All EU entrants except for Romania are below 6 percent.

The horizontal axis graphs an index of regulatory burden indicators from Doing 
Business as closely related as possible to the same transactions represented in the Graft 
Index. Indicators in the Doing Business regulatory burden index include the number 
of required procedures, and amount of time required to complete them, for starting a 
business, obtaining construction permits, and trading across borders. The index is stan-
dardized to have a mean value of 0, with higher values indicating more burdensome 
regulatory procedures. Regulations are least burdensome in Estonia, and most burden-
some in Ukraine.

As seen in fi gure 4.3, Graft Index values are low and approximately equal for all 
seven countries with the lowest regulatory burden, despite sizeable variation among 
them in the Doing Business Index values. This fi nding is consistent with the view that 
below some threshold, further reductions in regulatory procedures may have li  le ad-

Figure 4.3. Regulations and Administrative Corruption Levels

Source: BEEPS 2008 and Doing Business 2008.

ALB

ARM

AZE

BGR

BIH
BLR

CZE
EST

GEO
HRVHUN

KAZ

KGZ

KSV
LTU LVA

MDA

MKD

MNE

POL

ROM

RUS

SRB

SVK

SVN

TJK

TUR

UKRUZB

–5

5

15

25

35

–1.5 –1.0 –0.5 0.0 0.5 1.0

Gr
aft

 In
de

x, 
20

08

Doing Business Index Score, 2008



Trends in Corruption and Regulatory Burden in Eastern Europe and Central Asia 31

ditional benefi t (IEG, 2009). Above some minimum level, however, increases in the num-
ber of required procedures and time needed to comply with them appear to create many 
more opportunities for bribe-seeking. The seven countries with the most burdensome 
regulations—with a Doing Business Index value of 0.5 or above—all have high Graft 
Index values.

Many other government policies and actions that do not impose any requirements 
on fi rms may nevertheless aff ect the prevalence of bribe-paying by fi rms to public offi  -
cials. These include rules and procedures intended to restrain the ability and willingness 
of public offi  cials—whether elected or appointed, and whether high-level or low-level—
to extract bribes from the private sector. Anti-corruption institutions and measures in 
the public sector include:

■ a meritocratic civil service
■ fi scal and budgetary transparency
■ supreme audit institutions
■ ombudsman offi  ces
■ anti-corruption commissions and agencies
■ freedom of information laws
■ income and asset disclosure rules
■ confl ict of interest laws. 

Box 4.1. Doing Business Index

The World Bank’s Doing Business Index, an annual exercise measuring business regulations 
in countries around the world, began in 2004. The index measures 10 aspects of the busi-
ness environment including starting a business, employing workers, getting credit, paying 
taxes, trading across borders, and enforcing contracts, among others. The results are based 
on standardized surveys completed by local experts in each country, including lawyers, ac-
countants, business consultants, government offi cials, and others. In 2008, over 6,700 local 
experts were consulted in the process.

Each of the 10 topics is covered by several indicators. For example, Starting a Business in-
cludes four indicators: (1) the number of distinct procedures required, (2) estimated number 
of days required to complete these procedures, (3) compliance costs, and (4) paid-in mini-
mum capital requirements. 

The survey uses a standard business case in order to ensure comparability across countries 
and regions. One caveat is that the case assumes a business of a specifi c type, of a specifi c 
size, and based in the nation’s largest city. Firms meeting these assumptions may not be 
representative of other businesses with different characteristics, including many fi rms in the 
BEEPS sample. 

The countries are ranked based on their ease of doing business as measured by the survey. 
The country with the rank of 1 has the greatest ease of doing business and the last place 
country the least ease of doing business. The index averages the percentile rankings on each 
of the 10 topics, assigning each an equal weight.

In 2008, more than 178 countries were included in the Doing Business rankings, including 28 
of 29 ECA region countries (Kosovo was not assessed in 2008). In each year, the methodol-
ogy of Doing Business underwent small modifi cations clearly described in the methodological 
notes of the annual reports.

Source: Doing Business.
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Global Integrity (GI), an NGO based in Washington DC, has developed an instru-
ment for assessing the adequacy of laws in these (and other) areas, as well as the extent 
to which they are enforced. GI’s assessments cover a diff erent set of countries each year, 
but between 2007 and 2009 it assessed 23 countries in ECA one or more times. The assess-
ments include hundreds of detailed indicators; several of them are analyzed in Chapter 6 
on tax and customs administration, but most of them are beyond the scope of this report.

Here, we simply look at the link between bribe frequency as reported in the BEEPS 
and the overall GI indexes on anti-corruption institutions, without exploring the rela-
tive impact of (for example) civil service meritocracy and access to information. Instead, 
we make use of a second diff erentiation among the GI indicators, into “in law” and “in 
practice” indicators. 

Box 4.2. The Global Integrity Report

The Global Integrity Report employs a network of in-country researchers and journalists to 
generate quantitative data and qualitative reporting on the health of a country’s anti-corrup-
tion framework. Each country assessment contained in the Global Integrity Report comprises 
two core elements: a qualitative Reporter’s Notebook and a quantitative Integrity Indicators 
scorecard, the data from which is aggregated and used to generate the cross-country Global 
Integrity Index.

The Global Integrity Report has been produced annually since 2006, following a pilot report 
produced in 2004. Country coverage varies from year to year, and depends in part on the 
availability of qualifi ed and willing experts in the country.

An Integrity Indicators scorecard assesses the existence, effectiveness, and citizen access 
to key governance and anti-corruption mechanisms through more than 300 actionable indi-
cators. It examines issues such as transparency of the public procurement process, media 
freedom, asset disclosure requirements, and confl ict of interest regulations. Scorecards take 
into account both existing legal measures on the books and de facto realities of practical 
implementation in each country. They are scored by a lead in-country researcher and blindly 
reviewed by a panel of peer reviewers, a mix of other in-country experts as well as outside 
experts. Reporter’s Notebooks are written by in-country journalists and blindly reviewed by 
the same peer review panel.

All scorecard indicators are based on a scale of 0–100, with 0 representing the lowest value. 
In law indicators are scored on a yes/no basis, with yes earning 100 points, no, 0 points. In 
practice indicators are also scored on a 100 point scale, in increments of 24. 

The scores are fi rst averaged by subcategory, then the subcategory scores are again aver-
aged to attain a fi nal score. Countries are grouped by their average fi nal score into perfor-
mance tiers of very strong (90+) to very weak (<60). 

Twenty-four ECA countries were assessed between 2007 and 2009:

Armenia, Azerbaijan, Bosnia and Herzegovina, Georgia, Kosovo, FYR Macedonia, Serbia, 
the Slovak Republic, and Ukraine were last assessed in 2009.

Albania*, Belarus, Bulgaria, Hungary, Kazakhstan, the Kyrgyz Republic, Lithuania, Moldova, 
Montenegro, Poland, Romania, Russia, and Turkey were last assessed in 2008. 

Latvia and Tajikistan were last assessed in 2007.

Croatia, the Czech Republic, Estonia, Slovenia, Turkmenistan, and Uzbekistan have never 
been assessed.

Source: Global Integrity.
*Although Albania was assessed in 2008, data was unavailable at the time of this report.
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Figure 4.4 depicts the BEEPS bribe frequency indicator on the vertical axis, and GI’s 
overall “in law” index.1 There is a very weak, insignifi cant, and positive relationship 
between “in law” anti-corruption indicators and actual bribe frequency. Firms located in 
countries with stronger anti-corruption laws and rules on the books pay bribes slightly 
more often, on average, than in other countries. 

The most likely interpretation of this result is not that these rules are irrelevant to 
anti-corruption eff orts, or that they are measured poorly by GI. More likely, countries 
experiencing more severe corruption problems are the ones that are most motivated to 
enact more stringent anti-corruption legislation in an a  empt to address the issue, often 
under pressure from donor organizations or the EU. Romania and Bulgaria, the two 
most recent EU entrants, have the highest “in law” GI index scores. The relationship—or 
lack thereof—depicted in fi gure 4.4 at least partially refl ects reverse causality from cor-
ruption outcomes to anti-corruption legislation. 

GI’s “in practice” index tells a very diff erent story. Some countries ranking highly in 
the region on “in law” rank much lower on “in practice,” and vice versa.2 Romania and 
Azerbaijan rank 1st and 7th respectively on “in law,” but only 7th and 21st on “in practice.” 
Moreover, higher “in practice” scores are signifi cantly and negatively (as expected) cor-
related with bribe frequency, as shown in fi gure 4.5.

Bribe frequency turns out to be even more strongly correlated with the “implemen-
tation gap,” measured by the diff erence between the GI “in law” index and the “in prac-
tice” index.3 As shown in fi gure 4.6, bribe frequency tends to be lower in countries that 
are best able to enforce the anti-corruption laws and rules on their books, such as Poland, 
which is refl ected by a low implementation gap. 

This result does not necessarily justify complacency with respect to anti-corruption 
legislation: passing laws must often be the fi rst step in an eff ective reform program, and 

Figure 4.4. Bribe Frequency and Strength of Anti-Corruption Laws

Source: BEEPS 2008, Global Integrity 2007-2009 (various years for various countries).

ARM

AZE

BGR

BIH
BLR

GEO

HUN

KAZ

KSV

KGZ

LTU

LVA

MDA

MNE

MKD

POL

ROMRUS

SRB

SVK

TJK

TUR

UKR

0

10

20

30

70 75 80 85 90 95 100

Pe
rce

nta
ge

 of
 fir

ms
 st

ati
ng

 br
ibe

ry 
is 

fre
qu

en
t, 2

00
8

Global Integrity "In Law" Index Score, 2007–2009



World Bank Study34

in at least some cases, enforcement will eventually catch up. In other instances, however, 
passing legislation may be an ineff ective response to external pressure. In such cases, 
an inability to enforce legislation on the books and low quality of institutions entrusted 
with implementation of this legislation may breed disrespect for the law and for public 
authorities, possibly even aggravating corruption problems. 

Figure 4.5. Bribe Frequency and Implementation of Anti-Corruption Laws

Source: BEEPS 2008, Global Integrity 2007-2009 (various years for various countries).
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Figure 4.6. Bribe Frequency and “Implementation Gap”

Source: BEEPS 2008, Global Integrity 2007-2009 (various years for various countries).
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The analyses in this chapter by no means are presented as a comprehensive expla-
nation of the causes of administrative corruption. There are many other factors not con-
sidered here, including some that are diffi  cult to measure adequately across the whole 
region. For example, Albania’s implementation of electronic procedures for taxes, pro-
curement and business licenses may account in part for its improvement on many of the 
BEEPS indicators between 2005 and 2008. The importance of electronic procedures and 
many other anti-corruption reforms beyond the scope of this brief treatment should be 
the subject of a more detailed research study.

Notes

1. Where GI has assessed an ECA country more than once, the 2008 assessment (if available), was 
used to match the date of the BEEPS 2008 surveys. Where a 2008 assessment was not available, 2007 
or 2009, in that order of preference, was used. As GI indicators are used as independent variables in 
the analyses, it was desirable wherever possible to use data produced prior rather than subsequent 
to the BEEPS. 
2. The correlation between the “in law” and “in practice” indexes for the 23 ECA countries in GI 
is only 0.54. Using the “in practice” index may raise concerns regarding subjectivity of scoring, as 
judgments on appropriate scores could be based on observation of outcomes (e.g., the GI research-
er may infer that country X must not enforce its anti-corruption laws very well, because reported 
corruption levels are so high). This is a potential problem, but the wri  en explanations provided 
in GI’s assessments generally refl ect an eff ort to respond faithfully to the question, rather than 
simply inferring answers from observing outcomes. Also, it is highly unlikely that GI’s in-country 
researchers are aware of their respective countries’ performance on administrative corruption in 
the BEEPS compared to other countries. 
3. The correlation of bribe frequency with the GI “in practice” index is −0.35, and with the imple-
mentation gap is 0.45. 
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C H A P T E R  5

Are Transition Countries Diff erent 
from Other Developing Countries? 

The survey modifi cations in the 2008 BEEPS (in survey content and in the sample 
composition) allow us to compare the transition countries, on a range of corruption 

and regulatory-burden indicators, to other countries at similar income levels in the En-
terprise Survey database. Potentially, the transition countries as a group could be expect-
ed to perform either signifi cantly be  er, or worse, than comparators in other regions. On 
the one hand, the legacy of state planning and turmoil of transition to a market economy 
may put the transition countries at a disadvantage in comparison with other countries 
at similar income levels. In 1990, at the outset of transition, legal and other institutions 
necessary for market economies to function effi  ciently and equitably were missing or 
underdeveloped. Privatization and new regulatory systems provided enormous oppor-
tunities for bribe-seeking and improper use of connections and infl uence. 

On the other hand, the possibility (and reality, in many cases) of a  aining member-
ship in the EU creates an incentive (sometimes temporary) for improvements in gov-
ernance and the business climate that may give transition countries an advantage over 
their peers in other regions, in comba  ing corruption and reducing the regulatory bur-
den on fi rms. Ten of the region’s countries are now EU members, having met the EU’s 
conditions on (among other things) limiting corruption, although the recent EU prog-
ress report suggests that for the two most recent entrants, Bulgaria and Romania, recent 
progress on implementation of anti-corruption programs has slowed down, particularly 
in Romania. This raises the issue of commitment to the reforms once membership is 
a  ained.1 For the region overall, however, even among many nonmembers of the EU, 
there has been substantial progress with respect to administrative corruption, as shown 
in Chapter 3. 

The ACT-3 report (Anderson and Gray, 2006) compared ECA countries to others 
they tend to look to as models. The 2005 BEEPS included surveys in Germany, Ireland, 
Portugal, Spain, and Greece. The report concluded that ECA was converging toward the 
old EU on corruption, but that gaps still remained. Because those comparators are higher 
income countries, the bar was set at a high level. The 2008 BEEPS did not include surveys 
in these “old EU” countries, but instead draws comparisons to a large set of countries 
within the same income range. These comparisons implicitly set a lower bar than in ACT-
3, and therefore should not be taken to imply there is not still room for improvement, even 
if ECA countries meet the standards typical of other middle-income countries. 

For these comparisons, all countries included on the World Bank’s Enterprise Sur-
veys web site were examined, including the latest set of BEEPS surveys. Then, all non-
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BEEPS countries with per capita incomes (adjusted for purchasing power parity) in 2008 
outside the range observed in the BEEPS sample were dropped. Specifi cally, all countries 
with incomes below Tajikistan’s level, or above Slovenia’s level were excluded. Among 
ECA countries, Turkey was dropped because it is not a transition country. Surveys com-
pleted prior to 2006 were also removed. 

Even within this income-censored sample, diff erences in per capita income among 
countries are still important predictors of the investment climate. For example, higher 
incomes are associated with signifi cantly be  er outcomes on the administrative corrup-
tion indicators, but signifi cantly worse outcomes on some regulatory burden measures, 
including the time tax, and waiting times for operating licenses and import licenses. 
Hence it is appropriate to control for per capita income in testing whether or not 13 cor-
ruption and regulatory burden outcomes measured in the fi rm surveys (aggregated to 
the country level) diff er signifi cantly in the transition economies. 

Overall, the results of these analyses indicate corruption and regulatory burden are 
not bigger problems in the transition countries than in other countries at similar income 
levels.For six indicators, no signifi cant diff erence was found. These included: 

■ bribe frequency* 2
■ “gifts” expected in obtaining operating licenses
■ the “time tax”*
■ tax administration as a constraint to fi rm operations and growth
■ number of tax inspections
■ waiting time for construction permits. 

For three indicators, transition countries performed be  er than the comparators, con-
trolling for income levels. These included: 

■ corruption as a constraint to fi rm operations and growth*
■ waiting time for operating licenses
■ waiting time for import licenses.

On average, controlling for per capita income, fi rms in nontransition countries had 
to wait 12.5 extra days for an operating license, and 9.5 extra days for an import license. 
Breaking the transition group down by subregion, the EU-10, Southeastern Europe, 
and FSU-South all outperform the nontransition countries on both indicators. The FSU-
North’s performance, however, is very similar to the nontransition group, and signifi -
cantly worse than the other three subregions.

For four indicators, transition countries performed worse than the comparators, 
controlling for income levels. These included:

■ “gifts” to offi  cials are expected in paying taxes 
■ “gifts” to offi  cials are expected in obtaining government contracts
■ tax rates as a constraint to fi rm operations and growth
■ the “Graft Index” (refl ecting the likelihood fi rms must pay a bribe in dealing 

with public offi  cials on six types of transactions; see Gonzalez et al., 2007).

The share of fi rms citing tax rates as a major or severe obstacle to operating a busi-
ness was 6 percentage points higher on average for transition countries, controlling for 
per capita income. This concern was particularly prevalent in the EU-10 and (even more 
so in) FSU-North subregions, while the other two subregions did not diff er signifi cantly 
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from the nontransition countries. Results were very similar for the share of fi rms report-
ing it was necessary to pay bribes to get government contracts. For transition countries 
as a group, there is a diff erence in nontransition countries of 6 percentage points (hold-
ing income constant) in the share of fi rms responding that such payments were neces-
sary. However, there are again large diff erences among the subregions, with the FSU-
North again performing worst, followed by the EU-10. 

The share of fi rms reporting that “gifts” were expected in paying taxes was 8 per-
centage points higher on average for transition countries, controlling for per capita in-
come. Transition countries perform more poorly (by 4.5 percentage points) than non-
transition countries on the Graft Index adjusting for income diff erences. 

Figure 5.1 looks in more depth at the Graft Index, comparing ECA and its subre-
gions to other regional groupings, where all countries are included whatever their in-
come levels. Among the six World Bank regions, the average graft index is 6.9 percent 
for Latin America and the Caribbean (LCR), followed by ECA’s 9.6 percent. South Asia 
(SAR) scores worst on graft, at 22.6 percent. Income is not a strong determinant of this 
regional ranking: Sub-Saharan Africa (AFR) is the poorest region, but its graft average is 
lower than the average for two other regions. 

Among ECA’s subregions, graft is under 5 percent in the EU-10, outperforming 
even LCR. Graft is lower in the seven countries of Southeastern Europe than in any re-
gion but LCR. Graft in the seven countries of the FSU-South slightly exceeds the levels 
for East Asia and the Pacifi c (EAP), but is still lower than in the Africa (AFR), the Middle 
East and North Africa (MNA) and South Asia (SAR) regions. 

Based on the 13 outcome indicators from fi rm surveys considered in this section, 
evidence is mixed regarding whether the transition countries are diff erent from other re-
gional groupings on corruption and related aspects of governance. The transition coun-

Figure 5.1. Graft by Region

Source: BEEPS 2008, Enterprise Surveys 2006–09.
Note: Turkey is not included in the ECA average as it is not a transitional economy.
* The number indicated within the bars represents the number of countries in each region.
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tries as a group do not diff er signifi cantly from nontransition countries of similar income 
levels on many indicators. Where there are signifi cant diff erences, they are about equally 
divided between those where the transition countries do be  er and those where they do 
worse. As a group, therefore, corruption and regulatory burden in transition countries 
are at a level one would expect based on their per capita income levels. Their common 
heritage of central planning and highly fl awed privatization experiences does not seem 
to have left them disadvantaged in these respects, beyond any direct impact of that heri-
tage in depressing income levels below what they might have been otherwise.

As the Graft Index results in fi gure 5.1 indicate, there are often important diff erences 
across subregions among the transition countries. The governance dimensions of transi-
tion are most advanced in the EU accession countries, and least advanced in the FSU 
countries (particularly those in Central Asia).

Mitra et al. (2010) present similar comparisons between transition and nontransition 
countries, but diff er in two important respects from the above analysis. They look at all 
of the various perceived obstacles to doing business—not only those related to corrup-
tion and regulatory burden—but they do not look at other BEEPS indicators, including 
“objective” measures. They found that tax administration was a much bigger obstacle 
in the transition countries than in nontransition countries at similar income levels in 
1999, but this diff erence had disappeared by 2008. There was a similar convergence (but 
from a smaller initial gap) in customs administration. However, a gap in corruption as 
an obstacle that favored the transition countries in 2002 and 2005 also disappeared in 
2008. Transition and nontransition countries were similar over the whole 1999–2008 pe-
riod in terms of business licensing as an obstacle. In other areas beyond corruption and 
regulation, infrastructure and labor skills posed less of a problem to fi rms in transition 
countries through 2005, but more of a problem in 2008, than in nontransition countries. 
Infrastructure and labor issues are addressed in detail in a companion study to this one, 
also using BEEPS data. 

Notes

1. The July 2010 EC updates on progress (or lack thereof) in meeting commitments by Bulgaria 
and Romania can be found at: h  p://ec.europa.eu/dgs/secretariat_general/cvm/progress_reports_
en.htm. 
2. Three of these indicators—the ones marked with asterisks—were included in the 2000 World 
Business Environment Surveys (WBES). They showed no signifi cant diff erence even then between 
transition and nontransition countries as a group. For bribe frequency and time tax, there is still 
no diff erence in 2008, but on corruption as a constraint, transition countries now outperform other 
countries, controlling for income diff erences. 



40

C H A P T E R  6

Tax Administration and Customs 

Tax administration is an area in which transition countries as a group have made im-
pressive progress in the last few years, based on evidence from BEEPS. In 2005, fi rms 

in six countries ranked tax administration as the most severe obstacle to doing business. 
In a majority of countries it ranked among the top three problems. However, in 2008 it 
was ranked among the top three problems only in Hungary (2nd), Romania (2nd), and 
Croatia (3rd). In several countries where tax administration was the top-ranked problem 
in 2005, it had moved far down the list of problems by 2008, for example to 5th in Azer-
baijan, 7th in Armenia, 10th in Russia, and 11th in Slovenia. 

This improvement can be traced in large part to a reduced need to pay bribes in tax 
collection. As shown in fi gure 3.6, bribe-paying in tax administration declined mark-
edly among transition countries overall between 2005 and 2008. This region-wide de-
cline applies to all but a handful of countries, as seen in fi gure 6.1. This chart shows the 
percentage of fi rms in each country reporting that fi rms must “frequently,” “usually,” 
or “always” make unoffi  cial payments or “gifts” in dealing with taxes and tax collection. 
Some of the most impressive declines occurred in Albania, Armenia, Azerbaijan, and 
Bosnia and Herzegovina. Bribery in tax collection remained most frequent in the Kyrgyz 
Republic, as in the 2005 survey, despite a large decline there as well. Countries across 
the region have adopted measures modernizing tax administration, including e-fi ling, 
risk-based audit (RBA), centralized processing, and web-based information, which have 

Figure 6.1. Bribe Frequency in Tax Administration by Country, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008.

0

10

20

30

40

50

60

Mont
ene

gro

Slov
eni

a
Esto

nia

Slov
ak 

Repu
blic
Koso

vo

Bosn
ia a

nd 
Herz

ego
vin

a

Lith
uan

ia

Czec
h R

epu
blic

Pola
nd
Croa

tia
Bela

rus

Geor
gia

Lat
via

FYR Mace
don

ia
Tur

key

Bulg
aria

Russ
ian

 Fede
rati

on

Rom
ani

a
Serb

ia

Mold
ova

Hung
ary

Kaza
khs

tan

Azer
bai

jan
Alba

nia

Armeni
a

Taj
ikis

tan
Ukra

ine

Uzbe
kis

tan

Kyrg
yz 

Repu
blic

Pe
rce

nta
ge

 of
 fir

ms
 st

ati
ng

 br
ibe

ry 
is 

fre
qu

en
t in

 de
ali

ng
 w

ith
 ta

xe
s, 

20
08

Level in 2008

Decrease between 2005 
& 2008

Increase between 
2005 & 2008



Trends in Corruption and Regulatory Burden in Eastern Europe and Central Asia 41

reduced the amount of contact between taxpayers and tax offi  cials. The smaller amount 
of interactions may have reduced opportunities for rent-seeking. 

Six of the 10 countries in which fi rms report the least bribe-paying in tax administra-
tion are in the EU-10 group; the other four are in the SEE subregion. Of the remaining 
EU-10 countries, the two newest EU members, Bulgaria and Romania, are middle-rank-
ing, while Hungary is 9th-worst. Moreover, the la  er three countries all exhibit adverse 
trends from 2005 to 2008, although these changes are statistically signifi cant only in Ro-
mania and Hungary. 

Figure 6.2 displays the longer trend from 1999 to 2008 in bribe-paying in tax adminis-
tration, showing which countries progressed (or deteriorated) the most in this area.1 Coun-
tries located close to the reference line (least squares line) have not changed their relative 
position very much. Those located well above the line such as Hungary and the Kyrgyz 
Republic have experienced increases or only modest declines in bribery. Those located well 
below the line have shown the most improvement. This group includes Lithuania and FYR 
Macedonia, which had relatively low corruption in tax administration by 2005, as well as 
others including Albania, Azerbaijan, and Georgia, with signifi cant recent improvements. 

In general, the Global Corruption Barometer (GCB) household surveys sponsored 
by Transparency International (TI) identify the same set of problem countries with re-
spect to the need to pay bribes in dealing with tax payments. The horizontal axis of fi g-
ure 6.3 plots the percentage of households in each country who report they paid bribes 
for this purpose. The vertical axis depicts the same BEEPS values as in fi gure 6.2. Ukraine 
ranks at the upper end on both surveys, followed by Armenia and Azerbaijan.2 How-
ever, countries performing well according to the GCB do not necessary perform well ac-
cording the BEEPS results. Hungary is the clearest exception, with only about 1 percent 
of households reporting they paid bribes to tax offi  cials. The other two EU members 
with relatively frequent bribe-paying as measured by BEEPS (Bulgaria and Romania) 
also fare be  er in the GCB. These results suggest that there is relatively li  le “discrimi-
nation” by tax authorities between fi rms and households; i.e., in some countries, tax 
authorities may simply be poorly managed.

Figure 6.2. Bribe Frequency in Tax Administration, 1999 and 2008

Source: BEEPS 1999, BEEPS 2008.
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The BEEPS and other data sources can potentially point toward reforms in tax ad-
ministration that would reduce the incidence of corruption. For example, the BEEPS 
asks fi rms how many times over the last year that they were “either inspected by tax 
offi  cials or required to meet with them.” These inspections or meetings often may occur 
for good reasons, but they also create opportunities for seeking and/or off ering bribes. 

The horizontal axis in fi gure 6.4 plots the number of meetings (including inspec-
tions) reported averaged over all fi rms in each country. The vertical axis plots the per-
centage of fi rms reporting bribe-paying is frequent in tax administration. 

Box 6.1. Transparency International Global Corruption Barometer

The Transparency International Global Corruption Barometer (GCB) is a wide-scale public 
opinion survey on perceptions and experiences with corruption. Transparency International 
has conducted this study annually since 2003, and in the 2009 round included responses 
from 73,000 citizens in 69 countries, including 19 in the ECA region. Respondents were sur-
veyed via face to face interviews, telephone, and online methods. 

The survey asks respondents about corruption affecting institutions, including parliament/
legislature, judiciary, and business/private sector. They are also asked about their experi-
ences with bribery, including questions on bribe solicitation during interactions with different 
public services, such as tax revenue institutions, registry and permit services, the judiciary, and 
utilities, among others. ECA countries surveyed in 2009 include: Armenia, Azerbaijan, Belarus, 
Bosnia and Herzegovina, Bulgaria, Croatia, the Czech Republic, FYR Macedonia, Georgia, 
Hungary, Kosovo, Lithuania, Moldova, Poland, Romania, Russia, Serbia, Turkey, and Ukraine.

The most common sample size in the GCB is 1,000. In ECA, sample sizes vary from 500 in 
Bosnia and Herzegovina to 1,500 in Russia in the 2009 GCB. Most samples are designed to 
be nationally representative, but some are urban only, including Kosovo and Poland. 

Source: Transparency International, Riano et al. (2009).

Figure 6.3. Bribe Frequency for Taxes: Firm and Household Views

Source: BEEPS 2008, Transparency International’s Corruption Barometer report (Riano et al., 2009).
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As indicated by the regression line, bribe-paying tends to be more frequent in coun-
tries with more meetings. On average, each additional meeting is associated with an in-
crease of 4 percentage points in the number of fi rms reporting bribe-paying is frequent. 
Some countries clearly do not fi t this generalization very well, however. Tax meetings 
are as frequent in Lithuania as in Uzbekistan, but reported bribe-paying is more than 15 
times higher in the la  er than in the former. Bribe-paying is most frequent in the Kyrgyz 
Republic, but tax meetings occur less frequently there than in eight other countries. Tax 
inspections and other forms of contact provide opportunities for corruption, particularly 
in countries where corruption is the norm. In countries where RBA is used, or in coun-
tries that have less corruption, the number of audits will not necessarily increase the 
amount of bribes. Conversely, taxpayers may collude with tax offi  cials to avoid audits or 
other inspections, thus resulting in a report of a bribe but not an inspection. 

The BEEPS survey also asks about the total number of staff  days required for fi rms 
to fi le and pay taxes. A greater average time in paying taxes likely refl ects more complex 
tax codes and more complicated and less effi  cient payment systems, which in turn may 
create opportunities for bribery. However, there was no relationship found between 
bribe frequency in tax administration and the average time required to pay taxes.

The World Bank’s Doing Business study on “Paying Taxes” also includes a country-
level indicator on the time required for fi rms to pay required taxes. This indicator diff ers 
in two important ways from the BEEPS question. First, to enhance comparability across 
countries it applies to a “standardized case”—that is, a hypothetical fi rm with a particu-
lar set of characteristics, in terms of size, ownership, location, transactions, etc. (see box 
4.1 for more information). Second, it is estimated based on the formal rules and pro-
cedures in place, and assumes they are not circumvented by bribe-paying. This Doing 
Business indicator on time required to pay taxes also turns out to be unrelated to bribe 
frequency in tax administration. Bribery is no more common where time requirements 
are high than where they are low.

Figure 6.4. Bribe Frequency and Number of Meetings with Tax Offi cials

Source: BEEPS 2008.
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A second indicator of administrative burden from paying taxes in Doing Business 
turns out to be more important. This indicator measures the total number of separate 
tax payments required annually.3 The horizontal axis in fi gure 6.5 plots the number of 
required tax payments as measured by Doing Business in 2008. The median value is 37 
(Azerbaijan), with a low of 7 for Latvia, and a maximum of 147 for Ukraine. The vertical 
axis plots the percentage of fi rms reporting bribe-paying is frequent in tax administration. 

As indicated by the least-squares line in fi gure 6.5, bribe-paying tends to be more 
frequent in countries with more required payments.4 On average, an increase of 8 pay-
ments (for example, from 37 to 45) is associated with a 1 percentage point increase in 
the number of fi rms reporting bribe-paying is frequent. As with tax meetings, some 
countries do not fi t the pa  ern very well. For example, reported bribe-paying is low in 
Belarus despite 124 required tax payments; Montenegro and the Kyrgyz Republic have 
similar number of required tax payments (89 and 75, respectively), while the former 
has one of the lowest incidents of bribe paying, and the la  er has the highest among all 
surveyed ECA countries. 

For 23 BEEPS countries, a third data source permits further analysis of factors that 
may be associated with lower corruption in tax administration. GI’s assessments of anti-
corruption policies and institutions include several indicators in the area of tax adminis-
tration. Countries are assigned a rating of 0, 25, 50, 75, or 100 on each indicator. 

Box 6.2. E-fi ling: Simplifi cation or Lip Service?

Among countries with high levels of corruption in tax administration, it is interesting to contrast 
the strong improvement in Azerbaijan with the continuing deterioration in Ukraine and Uzbeki-
stan. In the mid-2000s, the tax administrations in all three countries were characterized by 
a high degree of face-to-face interaction between tax offi cials and taxpayers. Most business 
taxpayers in all three countries were in the habit of fi ling their tax returns in person at the tax 
offi ce. These meetings are different from inspections or meetings requested by tax offi cers; 
therefore they can be seen as “voluntary” or initiated by tax payers.

As described by many tax accountants and businesspeople interviewed for Tax Compliance 
Cost Studies conducted by the World Bank, the taxpayer would often pay a bribe to the relevant 
tax offi cial to avoid any “queries” following tax fi ling. All three countries, following recommenda-
tions by the World Bank and outside experts, introduced “e-fi ling,” which should permit taxpay-
ers to comply with their tax obligations without any need for face-to-face interactions with tax of-
fi cials. Implementation of the new e-fi ling systems, however, varied among the three countries. 
Following the introduction of the Automated Tax Information System (AVIS) in 2006, the e-fi ling 
system in Azerbaijan was implemented and taken up by taxpayers relatively quickly and eas-
ily. The follow-up surveys show noticeable progress in tax administration in Azerbaijan.

At the same time, surveys of business taxpayers in Ukraine and Uzbekistan found that most 
business taxpayers continued to make physical visits to the tax authorities. In the case of 
Uzbekistan, business managers complained that the e-fi ling software was unreliable and 
not user-friendly. In the case of Ukraine, business managers expressed fear that required 
back-up documentation, which they are legally allowed to send by registered mail, would be 
lost and that they could face punishment, even though the relevant legislation provides for 
legal protection in such cases. Since the introduction of e-fi ling was not well implemented in 
Ukraine and Uzbekistan, businesses still feel the need to make physical “voluntary” visits to 
tax offi ces, where the face-to-face interactions with tax authorities tends to encourage infor-
mal payments.

Source: “The Costs of Tax Compliance in Ukraine” (World Bank, 2009), and the forthcoming report on “Tax 
Compliance Cost Studies in Azerbaijan.”
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Two indicators pertain to the capacity of the national tax administration agency. 
One measures the degree to which the agency has a suffi  cient number of professional 
full-time staff  to fulfi ll its mandate. The other measures the extent to which it has a pre-
dictable, consistent source of funding not subject to political considerations. Most transi-
tion countries score well on these two indicators. They exhibit relatively li  le variation 
across the 23 countries, and this variation is unrelated to bribe frequency in tax adminis-
tration: bribe-paying is not signifi cantly more frequent in the few countries with capac-
ity problems as judged by GI.

A third GI indicator is linked much more strongly to bribe frequency. This indi-
cator measures the degree to which tax laws are enforced uniformly and without dis-
crimination. For countries receiving the lowest score of 0, tax laws may be designed to 
be discriminatory and arbitrary. In fi gure 6.6, the vertical axis shows the percentage of 
fi rms reporting bribe-paying is frequent (weighting each country equally). Five sets of 
countries are represented on the horizontal axis, in order of their scores on the GI in-
dicator. As shown, bribes are paid far more frequently on average in countries scoring 
0 (Armenia and Ukraine) or 25 (the Kyrgyz Republic, Moldova, Montenegro, Russia, 
and Tajikistan) on this indicator, and least frequently among those scoring 100 (Belarus, 
Georgia, and Poland).

Unequal tax treatment of fi rms as measured by this GI indicator appears to be a  rib-
utable more to “state capture” problems than to capacity constraints.5 Ukraine’s lowest-
possible score on the indicator is based in part on the judgment that “tax exemptions or 
tax breaks are typically granted by the legislative branch as a result of lobbying, a clear 
manifestation of state capture by infl uential business.”6 Similarly, an IMF (2009) report 
on Armenia—the other country scoring 0 on the GI indicator—blames “vested interests” 
and “political limitations” for the failure of a  empted reforms of tax policy and tax and 
customs administration.

Figure 6.5. Bribe Frequency for Taxes and Number of Required Tax Payments

Source: BEEPS 2008, Doing Business 2008.
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Of course, countries diff er with respect to the specifi c reforms that are most feasible 
or most eff ective in reducing corruption in tax administration. Results here provide sug-
gestive evidence, however, for two broad approaches. First, fi rms in most of the transi-
tion countries would benefi t from reduced administrative complexity, as refl ected in the 
number of tax payments required and the number of tax meetings and inspections to 
which fi rms are subject. This move would also increase transparency and accountability 
in the tax administration process. Second, corruption in tax administration appears to 
refl ect in part a persistent problem of state capture; addressing this issue adequately 
may require more signifi cant reforms beyond technical or administrative areas of tax 
administration.

Box 6.3 summarizes recent reforms in tax administration for Azerbaijan, a country 
showing marked progress in the 2008 BEEPS in terms of a reduced incidence of bribe-
paying and in the prominence of tax administration as a problem for fi rms. 

Box 6.3. Reform of Tax and Customs Administration in Azerbaijan

By 2004, prior to the BEEPS 2005 survey, the Azerbaijan Tax Administration had already 
made signifi cant changes to modernize the system, mainly by the introduction of computer 
systems in collecting taxes. The government implemented reforms that included (i) the en-
actment of a consolidated tax code, (ii) the establishment of a full service large taxpayers 
unit, (iii) the adoption of automated systems in several functions, and (iv) the creation of a 
taxpayer services program.

Since 2005, the modernization process continued with (i) the tightening of the VAT registra-
tion controls, (ii) the implementation of an integrated computer system for all taxes, (iii) the 
introduction of electronic fi ling, (iv) the establishment of a one-stop shop business registration 
in early 2008. and (v) the strengthening of human resources management and performance 
measurement. These improvements made it easier to fi le taxes and make payments. In the 
“Paying Taxes” component of Doing Business, the number of required payments for a typical 
fi rm fell from 37 to 22, and the estimated time required declined from 952 hours to 376. 

(continued)

Figure 6.6. Bribe Frequency in Dealing with Taxes and Enforcement of Tax Laws

Source: BEEPS 2008, Global Integrity 2007–09.

0

5

10

15

20

25

0 25 50 75 100

Pe
rce

nta
ge

 of
 fir

ms
 st

ati
ng

 br
ibe

ry 
is 

fre
qu

en
t in

 de
ali

ng
 w

ith
 ta

xe
s, 

20
08

Global Integrity Score on "Tax laws enforced uniformly & without discrimination", 2007–2009 



Trends in Corruption and Regulatory Burden in Eastern Europe and Central Asia 47

As shown in fi gure 3.6, bribe frequency declined from 2005 to 2008 not only for 
tax collection, but also for fi rms dealing with customs and imports. As shown in fi gure 
6.7, this trend applies to most countries in the region. Bribery in customs and imports 
increased signifi cantly only for Uzbekistan. 

Box 6.3 (continued)

These changes also resolved tax administration irregularities regarding VAT collection, such 
as the fraudulent establishment of businesses with the sole purpose of requesting VAT re-
funds and noncompliance with registration procedures. As a result, between 2005 and 2007 
the tax administration saw a 50 percent reduction in the number of registered VAT taxpayers. 
In addition, registration controls were strengthened and a system of VAT bank accounts be-
came effective on January 1, 2008.

Due to administrative loopholes, signifi cant tax evasions at customs have led to low collec-
tions of VAT imports and customs duties. To correct this problem, the Customs Committee 
implemented a system where custom clearance and card payments are made through a 
“single window.” This practice increases transparency in the implementation of customs and 
minimizes the one-to-one interaction between importers and customs offi cers, thus reducing 
chances of quid pro quo arrangements. 

Although the Tax Administration has strengthened its system, some irregularities remain to 
be corrected. Firms that participate in the production sharing agreements (PSA) and joint 
ventures (JV) are favored by special regimes and thereby enjoy the acquisition of goods and 
services free of VAT. This framework jeopardizes the integrity of the tax system and makes it 
diffi cult to enforce compliance. 

There is also potential for further reductions in the administrative burden of paying taxes and 
complying with customs procedures. Despite ranking 38th out of 183 countries on the overall 
“Ease of Doing Business” index, Azerbaijan ranks only 108th on the “Paying Taxes” sub-index, 
and only 177th on “Trading Across Borders.” 

Sources: Zermeño (2008), Doing Business (various years), and internal World Bank documents.

Figure 6.7. Bribe Frequency in Customs and Imports by Country, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008.
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Bribe-paying in customs tends to be more frequent in countries with more burden-
some procedures required for importing a standardized cargo of goods, as measured by 
Doing Business. The “Trading Across Borders” component of Doing Business measures 
the number of required documents, the estimated time needed to comply with all pro-
cedures and the total cost in fees and administrative expenses of complying. All three of 
these measures are signifi cantly higher in countries where fi rms report more frequent 
need to pay bribes in dealing with customs and imports. 

Figure 6.8 depicts this positive relationship for one of the three variables, namely 
the number of days to complete procedural requirements to import. The Central Asian 
countries and former FSU countries, more generally, tend to have more burdensome 
customs procedures and more frequent bribery than countries in other subregions of 
ECA. The new EU members tend to have less prevalent bribery in customs and fewer 
required documents. 

Figure 6.8. Bribe Frequency in Customs and Imports and Length of Import 
Procedures

Source: BEEPS 2008, Doing Business 2008.
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GI provides several indicators on customs administration similar to those it provides 
on tax administration. Specifi cally, two indicators assess the capacity of the customs 
agency, with one measuring the adequacy of human resources and the other the predict-
ability and nonpoliticization of funding. The frequency of bribery in customs turns out 
to be unrelated to the two resource indicators. This result parallels one described above 
for bribery in tax administration. 

A third GI indicator measures the degree to which customs laws are enforced uni-
formly and without discrimination. Bribery in customs tends to be less frequent in coun-
tries scoring higher on this indicator. Among the seven countries receiving a score of 25 
or below, the median percentage of fi rms reporting that bribes are frequent is 13.4 percent. 
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Among the 16 countries scoring 50 or above, the median is only 3.7 percent. Again, this 
fi nding is very similar to a result reported above for tax administration.

Overall, the evidence is consistent with the view that streamlining of administrative 
procedures in tax and customs in countries where they are particularly burdensome 
would likely reduce corruption levels. Of equal or even greater importance, however, 
is the need to avoid favoritism toward politically infl uential fi rms when designing and 
enforcing tax and customs laws and procedures.

Notes

1. Although based on the same survey question, fi gures 6.1 and 6.2 summarize the information 
somewhat diff erently. For consistency with the available data from the 1999 survey, fi gure 6.1 
shows the percentage of fi rms indicating unoffi  cial payments are needed “frequently,” “usually,” 
or “always.” Figure 6.2 plots country averages of the full response scale ranging from 1 (fi rms 
“never” need to make unoffi  cial payments) to 6 (“always”). In contrast, the two methods produce 
very similar but not identical country rankings for 2008 (the Spearman correlation is 0.95). 
2. Other countries ranked poorly by BEEPS on this indicator (the Kyrgyz Republic, Uzbekistan, and 
Tajikistan) were not included in the TI survey. 
3. Where electronic fi ling for a certain tax is allowed, only one required payment is counted even if 
payments can be made more frequently (for example, quarterly). 
4. The correlation is 0.46, signifi cant at the 0.01 level. Required tax payments (from Doing Business) 
and number of tax meetings (from BEEPS) are both signifi cant at the 0.05 level when included 
together in a multiple regression. Together, they explain 34 percent of the variation in bribe fre-
quency in tax administration in the 28-country sample. 
5. The indicator is correlated much more strongly (0.57) with the WEF state capture indicator and 
Global Integrity’s Political Financing indicator (0.33) than with the Global Integrity indicators on 
adequate staffi  ng (0.29) and funding (0.20). 
6. See h  p://report.globalintegrity.org/Ukraine/2009/scorecard/75.
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C H A P T E R  7

Legal and Judicial Systems

Reforming legal institutions was one of the key challenges facing ECA economies at 
the beginning of the transition. Weaknesses in legal and judicial systems have been 

a major obstacle to the growth and operation of fi rms in many countries in the region 
(Anderson, Bernstein, and Gray, 2005). 

An eff ective and effi  cient justice system is a key ingredient for a growing market 
economy. Judges and courts serve to interpret the rules under which markets function, 
provide the means to resolve disputes peacefully, protect economic and social rights 
and hold governments accountable for their actions. Businesses need to ensure that the 
contracts they enter into will be enforced and the property rights they possess will be 
protected. In this chapter, the BEEPS data are used to measure the eff ectiveness and in-
tegrity of judicial institutions as perceived by the businesses that use and rely on these 
institutions.

As shown in fi gure 3.6, bribe-paying by fi rms in dealing with the courts declined 
markedly among transition countries overall between 2005 and 2008. This region-wide 
decline applies to all but a few countries, as seen in fi gure 7.1. This chart shows the per-
centage of fi rms in each country reporting that fi rms must “frequently,” “usually,” or 
“always” make unoffi  cial payments or “gifts” in dealing with courts. Some of the most 

Figure 7.1. Bribe Frequency in Courts by Country, 2005 and 2008

Source: BEEPS 2005, BEEPS 2008.
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impressive declines occurred in Albania, Bulgaria, Armenia, and Bosnia and Herzegov-
ina. Signifi cant increases occurred only in Romania and Uzbekistan. 

Figure 7.2 takes a longer view, depicting countries’ relative positions on bribery in 
the courts in 1999 and 2008. Even after experiencing a major improvement from 2005 
to 2008, Armenia and the Kyrgyz Republic stand out in 2008 as countries with a higher 
level of bribe-paying in dealing with courts, relative to their positions in 1999. Ukraine, 
Uzbekistan, and the Kyrgyz Republic also regressed relative to other countries in the 
region, while Albania, Azerbaijan, and the Slovak Republic (among others) improved. 
Notably, all but one (Romania) of the EU-10 countries are located below the reference 
line; i.e., performing be  er on this question in 2008 than one would predict based on 
their 1999 performance.

Figure 7.2. Bribe Frequency in Courts, 1999 and 2008

Source: BEEPS 1999, BEEPS 2008.
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In addition to this bribe-paying indicator, the 2008 BEEPS contains other questions 
on the performance of the legal and judicial system. The survey assessed fi rm managers’ 
level of agreement with statements that the court system is: 

■ “quick”
■ “fair, impartial and uncorrupted” 
■ “able to enforce its decisions.”

The responses to these three questions were aggregated, and then averaged over 
the fi rms in each country, to create a “Court Quality Index.” Higher values refl ect more 
positive evaluations of the court system by fi rms. Figure 7.3 ranks countries in the region 
from high to low on the Court Quality Index. 

Somewhat counter intuitively, those countries that rank highest are Belarus, Mon-
tenegro, Uzbekistan, Tajikistan, and Azerbaijan. With the exception of Azerbaijan, these 
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countries have generally lagged behind in the economic and political transitions in the 
region. In contrast, those countries that have led the transition, many of which have now 
joined the EU, can be found at the low end of the Court Quality Index such as Bulgaria, 
Croatia, the Slovak Republic, Hungary, and the Czech Republic. One explanation for 
these results will be explored below in the discussion of court use.

Disaggregating the Court Quality Index reveals diff erences in evaluations of its 
three components. Figures 7.4, 7.5, and 7.6 respectively show fi rms’ perceptions of how 
quick, fair, and eff ective are the courts. In each chart, results for fi rms that reported they 
had actually used the courts to resolve disputes in the last three years are compared with 
results for all fi rms participating in BEEPS. These charts reveal that, in general, fi rms had 
a more negative view of the speed of court proceedings than of courts’ fairness and en-
forcement abilities. Speed is always a delicate issue in justice—eff ective (including fair, 
impartial, and uncorrupt) and effi  cient justice systems should be able to resolve issues 
quickly enough to provide a meaningful resolution to parties, yet allow due time and 
consideration for the process and outcome to be “fair.”

With the exception of seven countries, fi rms that had been plaintiff s or defendants 
in courts within the past three years (court users) had a worse view of the speed of court 
proceedings than all responding fi rms (fi gure 7.4). The diff erence is most marked for 
countries in Southeastern Europe such as Albania, Kosovo, and Montenegro. In nine 
countries court users rated their courts quite poorly, with fewer than 10 percent agreeing 
that the courts were quick, including fi ve EU-10 countries: Bulgaria, the Czech Republic, 
Hungary, the Slovak Republic, and Slovenia. The fi rst-hand experience of court-using 
fi rms points to the need for countries to continue their eff orts to improve the effi  ciency of 
their judicial proceedings. A fi rst step in this eff ort should be to gather accurate statistics 
on case processing times, based on the type of case, and to use the data to set realistic 
timelines which judges will need to enforce. Procedural reviews may reveal that stream-
lining can reduce processing times. Further integration of court automation may also 
have a positive impact on the effi  ciency of court processes.

Figure 7.3. Court Quality Index by Country, 2008

Source: BEEPS 2008.
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Firms’ views on the fairness and impartiality of courts in the region were somewhat 
more favorable, but in no subregion did the ratings for court fairness exceed 50 percent 
for all fi rms, and they exceeded 40 percent only in the EU-10 and Southern FSU countries 
(fi gure 7.5). Perceptions of fairness and impartiality by court users diverge less from per-
ceptions of all fi rms than in the case of the speed of court proceedings. In 11 countries, 
the values for all fi rms show they rated courts as more impartial than court using fi rms 
did. This divergence was most extreme in the cases of Kosovo and Montenegro. In 18 
other countries, however, the results are reversed. The largest positive diff erence was ob-
served in Bulgaria. However, in some countries such as Armenia, Croatia, and FYR Mace-
donia, the diff erences in perceptions between all fi rms and court-using fi rms are small. 

Figure 7.4. Speed of the Court System by Country, 2008

Source: BEEPS 2008.
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Figure 7.5. Integrity of the Court System by Country, 2008

Source: BEEPS 2008.

0

10

20

30

40

50

60

70

80

Alba
nia

Armeni
a

Azer
bai

jan
Bela

rus

Bosn
ia a

nd 
Herz

ego
vin

a

Bulg
aria

Croa
tia

Czec
h R

epu
blic

Esto
nia

FYR Mace
don

ia
Geor

gia

Hung
ary

Kaza
khs

tan
Koso

vo

Kyrg
yz 

Repu
blicLat

via

Lith
uan

ia

Mold
ova

Mont
ene

gro
Pola

nd

Rom
ani

a

Russ
ian

 Fede
rati

on
Serb

ia

Slov
ak 

Repu
blic

Slov
eni

a

Taj
ikis

tan
Tur

key
Ukra

ine

Uzbe
kis

tan

Pe
rce

nta
ge

 of
 fir

ms
 ag

re
ein

g t
ha

t c
ou

rts
 ar

e 
fai

r, i
mp

ar
tia

l, a
nd

 un
co

rru
pte

d, 
20

08

All firms Court users



World Bank Study54

In considering these results, we should keep in mind the fact that up to one half of 
fi rms that use courts may be dissatisfi ed because they have lost a court case and may for 
this reason hold a negative view on the fairness of the proceedings. However, a focus on 
improving the enforcement of corruption and confl ict of interest laws and rules, as well 
as an emphasis on merit-based appointment and promotion of judges, can help to improve 
the quality of judges and judicial staff  and impact the perceived fairness of the courts. 

Enforcement is also a critical component of a well-functioning court system, as an 
inability to enforce decisions erodes confi dence in the courts. Of the three components of 
the Court Quality Index, fi rms’ views were most favorable regarding the courts’ ability 
to enforce their decisions (fi gure 7.6). Most often, low values can be found in the coun-
tries of the former Yugoslavia and the Balkans, where less than 50 percent of court users 
felt that courts were able to enforce their decisions. Many of these countries are working 
to implement a variety of court reforms to improve their notoriously ineffi  cient judicial 
systems, including the introduction of a system of private court “bailiff s” licensed to en-
force court decisions. As with their views on court speed, court users tend to have a more 
negative view of the ability of the court system to enforce decisions than do all fi rms.

Figure 7.6. Enforcement  of Court Decisions by Country, 2008

Source: BEEPS 2008.
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When the fi rm data are disaggregated by fi rm sector or fi rm size, relatively li  le 
variation in perceptions of court quality is found. While evaluations of the courts are not 
particularly positive for any subsample, this lack of variation does suggest an equality of 
treatment in the courts across industries, fi rms sizes, and sectors. For example, if percep-
tions of large fi rms about the fairness or quickness of courts were much more positive 
than those of small fi rms, it might refl ect a (perceived) advantage of large over small 
fi rms in a dispute. While perceptions of large fi rms tend to be somewhat more favorable, 
the diff erence is modest.

How much or how li  le a country’s fi rms use its judicial system can have an impact 
on how the performance of that system is perceived and on the actual operation of the 
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system. There is signifi cant variation among sectors in the use of courts. The electron-
ics sector (45 percent of fi rms) made the greatest use of the courts, followed closely by 
transport and construction sectors (at 43 percent and 42 percent respectively). Firms in 
the information technology (IT) sector were least likely (13 percent) to state that they had 
used the courts in the past three years. One explanation for this disparity could be that 
the legal framework for the IT sector in ECA countries is still developing and has not 
kept pace with the needs of the sector. This is a common challenge throughout the world 
where technology evolves more quickly than the laws which govern it. 

Judicial systems undergoing transition and reform, like the ones in ECA, face two 
serious challenges: a lack of fi nancial and human resources and a rising demand for 
court services. These challenges are often exacerbated by laws and legislation that are in-
complete, unenforced, or poorly implemented. While most transition countries focused 
their eff orts on building market economies and democratic political systems, reform 
and upgrading of judicial systems usually received lower priority. As a result, reform 
of the justice system lagged at a time when fi rms in the region had a growing need for 
impartial and effi  cient judicial systems to protect new contract and property rights and 
to mediate commercial disputes. As fi gure 7.7 illustrates, this clash between fi rm needs 
and judicial system capacity can produce a negative correlation between court use and 
the Court Quality Index—the more fi rms use the courts, the more stress the courts are 
subject to, and the worse is fi rms’ perceptions of their quality (Anderson, Bernstein, and 
Gray, 2005).

This argument provides a possible explanation as to why countries such as Monte-
negro, Uzbekistan, Tajikistan, and Azerbaijan have high Court Quality ratings—fi rms 
in these countries have not made signifi cant use of the courts so they have not strained 
the judicial system to the same extent as fi rms in countries such as Croatia, Slovenia, the 
Slovak Republic, and FYR Macedonia, which have lower Court Quality ratings. In ad-
dition, fi rms located in countries that are more advanced in the transition process may 

Figure 7.7. Court Use and Court Quality Index Score

Source: BEEPS 2008.
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have heightened expectations of judicial systems, but these expectations have often been 
disappointed by lagging reforms and lack of resources. 

Figure 7.8 provides further suggestive evidence of the impact of court use on fi rms’ 
perceptions of the court system. In countries where fi rms use courts more, fi rms are 
less likely to believe that courts are not an obstacle to the operation and growth of their 
businesses. 

These results suggest two key conclusions for future judicial reform in the region. 
First, as market economies take hold and private industry and businesses expand and 
grow, the business community could provide a strong external demand for improving 
judicial systems. Second, reforming governments should anticipate the need to increase 
the capacity, effi  ciency and eff ectiveness of their judicial systems as part of their overall 
reform eff orts. If they do not do so, a lagging judiciary could become a more serious 
constraint to business operations and investment.

Figure 7.8. Court Use and Courts as No Obstacle to Doing Business

Source: BEEPS 2008.
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C H A P T E R  8

Conclusion 

This report updates and extends in certain respects the analysis of anti-corruption 
and regulatory burden on fi rms provided in the ACT series. The most notable and 

defi nitive fi nding from the 2008 BEEPS is a continuation in the favorable trend regarding 
fi rms’ payment of administrative bribes. In 2005, about 20 percent of fi rms in 27 transi-
tion countries reported that bribes were frequently needed “to get things done with re-
gard to customs, taxes, licenses, regulations, services, etc.” For the same countries in 2008, 
less than 14 percent reported that bribes were frequently needed. This favorable trend ap-
plied to nearly every country, and bribe frequency in the two new countries (Kosovo and 
Montenegro) included for the fi rst time in the 2008 BEEPS was also very low.

Three additional questions in BEEPS asked more specifi cally about frequency of 
bribe-paying in dealing with courts, tax collection, and customs. Bribe-paying fell sig-
nifi cantly in all three areas, for the region overall and in most countries. This improve-
ment was particularly encouraging in the case of courts, an area in which the prevalence 
of bribe-paying had shown an unfavorable trend between the 2002 and 2005 rounds of 
BEEPS. 

Due largely to changes in the BEEPS questionnaire and sample design, trends on 
other aspects of anti-corruption and regulatory burden experienced by fi rms are less 
defi nitive. The 2008 BEEPS did not include any questions on state capture, one aspect of 
corruption in which the transition countries had not shown much evidence of progress 
in previous rounds of the BEEPS. Similar questions are still contained in the WEF’s Exec-
utive Opinion Surveys of fi rm managers, which cover the majority of transition countries. 
The region overall exhibits modest improvement on these questions over the last several 
years, but this change is too small to be statistically signifi cant. Some countries such as 
Georgia demonstrate impressive progress, but others such as Hungary have regressed.

The lack of progress for most countries in the region on state capture may be re-
sponsible in large part for the fact that corruption remains one of the most frequently 
cited obstacles to doing business. It ranked as a top-three problem in 12 countries in the 
2005 BEEPS, behind only tax rates (26 countries) and tax administration (16 countries). 
In 2008, corruption ranked as a top-three problem in 17 countries, behind only tax rates 
(still 26 countries). Corruption may rank higher as a problem for fi rms in 2008 more due 
to progress in tax administration than because of any actual worsening of corruption. 

A question on prevalence of “kickbacks” required to obtain government contracts is 
still included in the BEEPS. Data for 2005 and for 2008 are not strictly comparable, as the 
question was asked in the 2008 BEEPS only of fi rms that reported they obtained or at-
tempted to obtain a government contract.1 Based on this question, bribery in public pro-
curement appears to have changed very li  le from 2005 to 2008 for transition countries 
as a group. Sizeable changes were observed for particular countries, including declines 
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in kickbacks in Albania, Azerbaijan, Bulgaria, Georgia, Hungary, and FYR Macedonia, 
balanced by increases in other countries including Kazakhstan, the Kyrgyz Republic, 
Latvia, Romania, the Slovak Republic, and Uzbekistan. 

Corruption and related issues were explored in more depth in the case of tax and 
customs, as well as for courts. Tax administration is the single area exhibiting the most 
impressive progress in the BEEPS. It ranked as a top-three problem in 16 countries in 
2005, but in only three countries in 2008. Bribe frequency in tax collection declined in 
all but a few countries in the region between 2005 and 2008. Across countries, more fre-
quent bribe-paying in tax administration is associated with (i) more frequent meetings 
with tax offi  cials, as measured by the BEEPS; (ii) a higher number of required tax pay-
ments, as measured by Doing Business, and (iii) with more unequal and discriminatory 
enforcement of tax laws, as measured by GI.

Customs and trade regulations was another area of progress as refl ected in the BEEPS 
data. It ranked among the top-seven problems in doing business for 17 countries in 2005, 
but in only two countries in 2008. Firms report less prevalent bribe-paying in dealing with 
customs and imports in 2008, compared to 2005, in all but a few countries in the region. 
Bribe-paying in customs tends to be more frequent in countries (i) with more burden-
some customs procedures, as measured by Doing Business; and (ii) with more unequal 
and discriminatory enforcement of customs laws and procedures as measured by GI.

Firms report less prevalent paying of bribes in dealing with courts in all but a few 
countries in 2008, compared to 2005. Perceptions of court performance remain unfavor-
able for a majority of fi rms, particularly those fi rms that have actually used the courts. 
Reform of the judicial system appears to have lagged behind increasing demand on the 
part of fi rms to enforce newly defi ned property rights and to mediate disputes.

In a cross-regional analysis of a range of corruption and regulatory-burden indica-
tors, transition countries do not show up as outliers. On most indicators, corruption and 
regulatory burden do not appear to be more serious problems in the transition countries, 
as a group, than in other countries at similar income levels. This fi nding suggests that 
the transition process—from central planning to markets—they all began around 1990 
has receded in importance as a common factor determining the challenges they face 
and their reform paths. The history of central planning they all share, and their com-
mon experience with market reforms (however diff erently implemented) over the last 
20 years still ma  ers. Its relative importance has declined as EU accession and other fac-
tors applicable only to certain countries or subregions have risen in importance. Even-
tually, the common experience of transition from central planning is likely to be much 
less infl uential than longer-run historical factors, associated with geography, religion, 
and other cultural infl uences, in determining the design of public sector institutions and 
their eff ects on corruption and development outcomes. However, Georgia’s experience 
to date in combating corruption and reducing the administrative burden of regulations 
suggests that reform success is unpredictable and not necessarily confi ned to countries 
with seemingly favorable geography and history. 

Notes

1. A rough adjustment can be made by excluding fi rms from the 2005 BEEPS that report no sales 
to the public sector. 
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A N N E X

Technical Notes and Data Tables 

Technical Note

BEEPS 2008 Survey Questions:

Bribe Frequency:
Q. 39 Thinking about offi  cials, would you say the following statement is always, usu-
ally, frequently, sometimes, seldom, or never true?…It is common for fi rms in my line of 
business to have to pay some irregular “additional payments or gifts” to get things done 
with regard to customs, taxes, licenses, regulations, services, etc.

(Never=1 Seldom=2 Sometimes=3 Frequently=4 Usually=5 Always=6)

Sector-specifi c bribe frequency: 
Q. 41 Thinking now of unoffi  cial payment/gifts that establishments like this one would 
make in a given year, please tell me how often would they make payments/gifts for the 
following purposes:… 

(Never=1 Seldom=2 Sometimes=3 Frequently=4 Usually=5 Always=6)

-To deal with customs/imports
-To deal with courts
-To deal with taxes and tax collection

Bribes in Public Procurement/Kickback Tax:
Q.J6a Over the last year, has this establishment secured or a  empted to secure a govern-
ment contract?

If YES:

Q. J6 When establishments like this one do business with the government, what percent 
of the contract value would be typically paid in informal payments or gifts to secure the 
contract? __% 

Problems Doing Business: Corruption, Tax Rates, Courts 
Q. J30 As I list some factors that can aff ect the current operations of a business, please 
look at this card and tell me if you think that each factor is No obstacle, a Minor obstacle, 
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a Moderate obstacle, a Major obstacle or a Very severe obstacle to the current operations 
of this establishment:…

(No obstacle=0 Minor obstacle=1 Moderate obstacle=2 Major obstacle=3 Very severe 
obstacle=4)

-Corruption (Q. J30f)
-Tax Rates (Q. J30a)
-Courts (Q. H30)

Number of Tax Inspections:
Q. J4 Over the last year, how many times was this establishment either inspected by tax 
offi  cials or required to meet with them? ___.

Court Use:
Q. 31e Has this establishment been to court as a plaintiff  or as a defendant in the last 
three years? (Yes=1 No=2)

Court Perception Questions:
Q. J1 I am going to read some statements that describe the court system and how it could 
aff ect business. For each statement, please tell me if you Strongly disagree, Tend to dis-
agree, Tend to agree, or Strongly agree. 

(Strongly disagree=1 Tend to disagree=2 Tend to agree=3 Strongly agree=4)

-The court system is fair, impartial, and uncorrupted (Q. H7a)
-The court system is quick (Q. J1b)
-The court system is able to enforce its decisions (Q. J1c)

Time Tax: 
Q. J2 In a typical week over the last year, what percentage of total senior management’s 
time was spent on dealing with requirements imposed by government regulations? 
[By senior management I mean managers, directors, and offi  cers above direct supervi-
sors of production/sales workers. Some examples of government regulations are taxes, 
customs, labor regulations, licensing and registration, including dealings with offi  cials 
and completing forms] ___%

Other Survey-Based Indicators: 

Source: Transparency International Global Corruption Barometer

Household Bribe Frequency
On the past 12 months, have you or anyone living in your household paid a bribe in any 
form?

Living in household = people included in your house e.g. parents, children, etc. (Yes=1 
No=2)

In the past 12 months have you or anyone living in your household paid a bribe in any 
form to each of the following institutions/organisations?...Tax Revenue (Yes=1 No=2) 
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Source: World Economic Forum Executive Opinion Survey

Extent of Bureaucratic Red Tape (2004 and 2006)
How much time does your fi rm’s senior management spend dealing/negotiating with 
government offi  cials (as a percentage of work time)?

(1 = 0%, 2 = 1% to 10%, 3 = 11 to 20%, 4 = 21 to 30%, 5 = 31 to 40%, 6 = 41 to 60%, 7 = 61 to 
80%, and 8 = 81% to 100%) 

Burden of Government Regulation (2005 and 2008)
Complying with administrative requirements (permits, regulation, reporting) issued by 
the government in your country is 

(1=burdensome, 7= not burdensome)

Business Costs of Corruption (2005 and 2008)
Do other fi rms’ illegal payments infl uence government policies, laws, or regulations im-
pose costs or otherwise negatively aff ect your company? 

 (1=yes, signifi cant negative impact, 7 = no impact)

Diversion of Public Funds (2005 and 2008)
In your country, diversion of public funds to companies, individuals, or groups due to 
corruption

 (1=is common, 7 = never occurs)

Public Trust of Politicians (2005 and 2008)
Public trust in the fi nancial honesty of politicians is:

(1=very low, 7=very high)

Notes on Regional and Subregional Averages:

For many graphs and tables, the regional and subregional averages are presented. The 
following notes describe the composition of the ECA region and subregional averages 
(unless otherwise stated in individual table and fi gure notes).

■ The ECA average for the BEEPS 2005 indicators includes 27 countries: Albania, 
Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, the 
Czech Republic, Estonia, Georgia, Hungary, Kazakhstan, the Kyrgyz Repub-
lic, Latvia, Lithuania, FYR Macedonia, Moldova, Poland, Romania, the Russian 
Federation, Serbia, the Slovak Republic, Slovenia, Tajikistan, Turkey, Ukraine 
and Uzbekistan.

■ The ECA average for the BEEPS 2008 indicators includes 29 countries: Albania, 
Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, the 
Czech Republic, Estonia, Georgia, Hungary, Kazakhstan, Kosovo, the Kyrgyz 
Republic, Latvia, Lithuania, FYR Macedonia, Moldova, Montenegro, Poland, 
Romania, the Russian Federation, Serbia, the Slovak Republic, Slovenia, Tajiki-
stan, Turkey, Ukraine and Uzbekistan.
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■ Northern FSU (FSU-N) averages for both the BEEPS 2005 and BEEPS 2008 in-
clude Belarus, Kazakhstan, the Russian Federation, and Ukraine.

■ Southern FSU (FSU-S) averages for both the BEEPS 2005 and BEEPS 2008 in-
clude Armenia, Azerbaijan, Georgia, the Kyrgyz Republic, Moldova, Tajikistan, 
and Uzbekistan.

■ South Eastern Europe (SEE) averages for the BEEPS 2005 include Albania, Bos-
nia and Herzegovina, Croatia, FYR Macedonia, and Serbia. Averages for BEEPS 
2008 include these countries in addition to Kosovo and Montenegro.

■ European Union (EU-10) averages for both the BEEPS 2005 and BEEPS 2008 
include Bulgaria, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Po-
land, Romania, the Slovak Republic, and Slovenia. For comparative purposes, 
the 2005 subregional averages for the EU-10 include Romania and Bulgaria al-
though they were not member countries of the European Union until 2007.

■ Turkey is included in the ECA average, unless otherwise indicated, but is not 
included in any subregional category.

Individual Figure/Table Notes

Reference Notes: 

1) Bribe Frequency is calculated as the percentage of fi rms by country that stated that 
bribes were “frequently,” “usually,” or “always” expected to get things done from the 
BEEPS 2005 and BEEPS 2008. (See BEEPS Q. 41) The higher the value the more frequent-
ly bribes are requested or expected. The same calculation method is used for Bribe Fre-
quency and Bribe Frequency by sectors: tax administration, customs and imports, and 
courts. Regional averages were calculated such that all countries are weighted equally.

2) The Graft Index is calculated from data from BEEPS 2008 for ECA countries and En-
terprise Surveys from 2006 to 2009 for non-ECA countries In each case the Graft Index 
is constructed by comparing the number of applications to obtain (over the two years 
prior to the survey) three public services (water, electrical, and telephone connections) 
and three licenses/permits (construction permit, import license, and operating license) 
to the number of bribes elicited to receive each service/license. Further discussion of this 
methodology can be found in Gonzalez et al. (2007).

Executive Summary

Figure 1 presents the mean value of bribe frequency (see Reference 1 and BEEPS Q. 41) 
for all ECA fi rms for 2005 and 2008. The higher the value the more frequently bribes are 
requested or expected when dealing with each subsector. The average is calculated so 
that each country has an equal weight.

Figure 2 presents the diff erence in values in the percentage of the contract value paid to 
secure a government contract (see BEEPS Q. J6) from the BEEPS 2005 and BEEPS 2008 
by subregional and regional average. Downward arrows show a decrease between 2005 
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and 2008, whereas upward arrows show an increase between 2005 and 2008. The base of 
the arrow refl ects the 2005 value, whereas the 2008 level is represented by the black bars. 
The higher the value, the greater the average percentage of the contract is paid in bribes 
to secure the contract. The regional and subregional averages are calculated so that each 
country has an equal weight. The regional values for 2005 are based on 27 countries, 
whereas the 2008 values are based on the averages for 29 countries. The 2008 SEE aver-
age without Kosovo and Montenegro is 1.27, and the ECA average without Kosovo and 
Montenegro is 2.29.

Figure 3 depicts the relation between bribe frequency (see Reference 1 and BEEPS Q. 39) 
from the BEEPS 2008 and the Implementation Gap Score from Global Integrity 2006 to 
2009. The implementation gap groupings were calculated such that a “medium” level is 
any score within one standard deviation of the mean score. Scores below this range were 
classifi ed as “low” and scores above this range were classifi ed as “high.” The higher the 
value for the implementation gap score, the greater the diff erence between the in-law 
and in-practice indicators from Global Integrity.

Figure 4 shows graft scores calculated from data from Enterprise Surveys from 2006 to 
2009. For more information on calculation, see Reference 2. The regional averages were 
constructed as follows:

■ East Asia & Pacifi c: Fiji, Indonesia, the Lao People’s Democratic Republic, Micro-
nesia, Mongolia, the Philippines, Samoa, Timor Leste, Tonga, Vanuatu, Vietnam.

■ South Asia: Afghanistan, Bangladesh, Bhutan, India, Nepal, Pakistan.
■ Latin America & Caribbean: Argentina, Bolivia, Brazil, Chile, Colombia, Ecua-

dor, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, 
Peru, Uruguay, República Bolivariana de Venezuela.

■ Africa: Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Cape 
Verde, Chad, Congo, Democratic Republic of the Congo, Eritrea, Ethiopia, Ga-
bon, Gambia, Ghana, Guinea, Guinea Bissau, Côte d’Ivoire, Kenya, Lesotho, 
Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius, Mozambique, Na-
mibia, Niger, Nigeria, Rwanda, Senegal, Sierra Leone, South Africa, Swaziland, 
Tanzania, Togo, Uganda, Zambia.

■ Europe & Central Asia: Albania, Armenia, Azerbaijan, Belarus, Bosnia and 
Herzegovina, Bulgaria, Croatia, the Czech Republic, Estonia, FYR Macedonia, 
Georgia, Hungary, Kazakhstan, Kosovo, the Kyrgyz Republic, Latvia, Lithu-
ania, Moldova, Montenegro, Poland, Romania, Russia, Serbia, the Slovak Re-
public, Slovenia, Tajikistan, Ukraine, Uzbekistan.

■ Middle East & North Africa: Algeria, the Arab Republic of Egypt, Jordan, the 
Syrian Arab Republic, West Bank and Gaza, the Republic of Yemen.

Chapter 2: Data Issues 

Figure 2.1 is based on a simple correlation between bribe frequency (see Reference 1 and 
BEEPS Q. 39) aggregated to the country level from the 2008 BEEPS survey and bribe fre-
quency of households measured by the 2009 Corruption Barometer from Transparency 
International. 
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Chapter 3: Trends in Corruption and Regulatory Burden

Notes on Results:

“Time Tax” 
The “time tax” imposed on fi rms in managers’ eff orts to comply with regulations rough-
ly doubled from 6 percent in 2005 to 12 percent in the 2008 BEEPS. This change ap-
pears to be spurious, however. Unlike in the 2005 survey, the “time tax” question in 2008 
included a follow-up statement prompting respondents with examples that, in eff ect, 
invited them to interpret the question more broadly, potentially aff ecting the answers. 
The main question reads: “In a typical week over the last year, what percentage of total 
senior management’s time was spent on dealing with requirements imposed by govern-
ment regulations?” The following explanatory sentence was read out to respondents in 
2008 but not in 2005: “Some examples of government regulation are taxes, customs, labor 
regulations, licensing and regulation, including dealing with offi  cials and completing 
forms.” Prompting respondents with specifi c examples appears to have generated larger 
estimates. In the survey methodology literature, it is conventional wisdom that these 
sorts of prompts can have sizeable impacts on responses (Payne, 1951; Rooney, Stein-
berg, and Schervish, 2004). However, to demonstrate conclusively that the expanded 
wording of the time tax question in 2008 accounted for the increase over 2005 levels, we 
would need to ask both versions in the same survey to a split sample, with respondents 
randomly assigned to one subsample or the other. 

As detailed in the main text, the preponderance of evidence from other BEEPS ques-
tions and from other data sources suggests it is more likely that the true time tax actually 
declined than increased from 2005 to 2008. 

“Bribe Tax”
In ACT-2 and ACT-3, the “bribe tax” was a key indicator of administrative corruption. 
Measured as the share of fi rm sales that were paid as bribes to public offi  cials, it de-
creased signifi cantly region-wide from 2002 to 2005, and again from 2005 to 2008. 

Due to changes in the questionnaire in 2008, the “bribe tax” cannot be used to assess 
trends in this report. In the previous rounds of the BEEPS, respondents were all asked to 
state their answer as a percentage. In the 2008 survey, respondents were given a choice 
of (1) stating their answer as a percentage, or instead (2) providing an estimate of total 
bribes paid to offi  cials in local currency units. For fi rms responding in this way, the bribe 
tax can be computed using this answer coupled with fi rm sales in local currency units 
that is ascertained in another question in the survey. 

The bribe tax is measured for about 20 percent of fi rms in the BEEPS 2008 using 
Method 1, and about 80 percent using Method 2. The average bribe tax for fi rms in the 
former group is roughly 7.5 times as large as the average bribe tax for fi rms in the la  er 
group. One possible explanation for the discrepancy is that survey respondents simply 
do not think in terms of percentages very accurately, and in particular tend to over-
report amounts when true percentages are very low. In any case, the change in the way 
the bribe tax question is asked introduces a bias toward fi nding reductions in the bribe 
tax between 2005 and 2008, because the method that generates lower values was an op-
tion in 2008 but not in 2005. 

To estimate the average eff ect on responses of the change in question wording, it 
would be necessary to conduct a controlled experiment, for example, in which half of 
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the fi rms were randomly assigned to use Method 1 and the other half Method 2. In the 
2008 survey, in contrast, fi rms could choose for themselves which method to use, and 
their decisions were not random, but systematically associated with other corruption 
outcomes in the survey. In particular, fi rms reporting more frequent bribe paying were 
more likely than other fi rms to answer the bribe tax question in terms of percentages—
the method generating higher values. This selection bias—whereby fi rms facing more 
severe corruption problems chose Method 1—implies that we cannot merely drop the 
fi rms reporting by Method 2 and compute country aggregates from respondents report-
ing by Method 1, for comparisons with 2005. The estimates for 2008 would be biased 
upwards, compared to those for 2005, when all fi rms used Method 1. 

There is also tremendous variation across countries, with 48 percent in Turkey an-
swering in percentages (that is, Method 1) while only 2 percent in Slovenia. Therefore, 
the presence of two diff erent methods for determining the bribe tax not only creates 
comparability issues in assessing trends from 2005 to 2008, but also makes it diffi  cult to 
conduct valid comparisons across countries in 2008. We therefore do not use the bribe 
tax indicator in this report. 

Notes on Figures and Tables:

Figure 3.1 is based on a simple correlation between the mean value of corruption as an 
obstacle to doing business from the BEEPS 2005 and the mean value of corruption as an 
obstacle from BEEPS 2008 (see BEEPS Q. J30). Higher values represent a greater severity 
of the problem. The values for 2005 are based on a four-point scale ranging from 1–4, 
with 1 representing no obstacle, 4 representing a major obstacle. The values for 2008 are 
based on a fi ve-point scale ranging from 0–4 where 0 represents no obstacle, 4 a very 
severe obstacle. In order to make the scales comparable, the values for 2008 were shifted 
one point to match the base value of 2005; therefore in this graph, the values for 2008 
are still based on a fi ve-point scale, with 1 representing no obstacle and 5 representing 
a very severe obstacle. For this chart, both 2005 and 2008 samples have been adjusted as 
discussed in box 2.1.

Figure 3.2 is based on a simple correlation between the mean value of corruption as an 
obstacle to doing business from the BEEPS 1999 and the mean value of corruption as 
an obstacle from the BEEPS 2008 (see BEEPS Q. J30). Higher values represent a greater 
severity of the problem. The values for 1999 are based on a four-point scale ranging from 
1–4, with 1 representing no obstacle, 4 representing a major obstacle. The values for 2008 
are based on a fi ve-point scale ranging from 0–4 where 0 represents no obstacle, 4 a very 
severe obstacle. In order to make the scales comparable, the values for 2008 were shifted 
one point to match the base value of 1999; therefore in this graph, the values for 2008 
are still based on a fi ve-point scale, with 1 representing no obstacle and 5 representing a 
very severe obstacle. For this chart, the full samples for both 1999 and 2008 are used: no 
adjustments were made to either sample.

Figure 3.3 is based on a simple correlation between the percentage of fi rms that ranked 
corruption as one of the three top obstacles to doing business and the percentage of fi rms 
citing corruption as either a major or very severe obstacle. Both indicators come from the 
BEEPS 2008 (See BEEPS Q. J30).



World Bank Study68

Figure 3.4 presents the diff erences in the average bribe frequency (see Reference 1 and 
BEEPS Q. 39) from the BEEPS 2005 and BEEPS 2008. Downward arrows show a decrease 
between 2005 and 2008, whereas upward arrows show an increase between 2005 and 
2008. The base of the arrow refl ects the 2005 value, whereas the 2008 level is represented 
by the black bars. Only 2008 values are presented for Montenegro and Kosovo as they 
were not surveyed individually in 2005.

Figure 3.5 is based on a simple correlation between the mean value of bribe frequency 
from the BEEPS 2005 and BEEPS 2008 (see BEEPS Q. 39). Values are based on a 6-point 
scale, with 1 representing bribes are “never” expected or requested to get things done, 
and 6 representing bribes are “always” expected or requested to get things done. 

Figure 3.6 presents the mean value of bribe frequency (see Reference 1 and BEEPS Q. 
41) for all ECA fi rms when dealing with customs, courts, and taxes, respectively in the 
BEEPS 2005 and BEEPS 2008. The higher the value the more frequently bribes are re-
quested or expected when dealing with each subsector. The average is calculated so that 
each country has an equal weight.

Figure 3.7 presents the diff erences in the average percentage of government contracts 
typically paid to secure the contract from the BEEPS 2005 and BEEPS 2008 (see BEEPS 
Q. J6). The 2005 average only includes fi rms that made domestic sales to government, 
government agencies, or state-owned/controlled enterprises. Downward arrows show 
a decrease between 2005 and 2008, whereas upward arrows show an increase between 
2005 and 2008. The base of the arrow refl ects the 2005 value, whereas the 2008 level 
is represented by the black bars. Only 2008 values are presented for Montenegro and 
Kosovo as they were not surveyed individually in 2005.

Figure 3.8 presents the diff erences in the mean value of the perceived costs of corruption 
on businesses from the World Economic Forum Executive Opinion Survey 2005 and 
2008. Responses are based on a 7-point scale with 1 representing signifi cant costs and 
7 representing no costs. Higher values represent lower costs. Downward arrows show 
a decrease between 2005 and 2008, whereas upward arrows show an increase between 
2005 and 2008. The base of the arrow refl ects the 2005 value, whereas the 2008 level is 
represented by the black bars.

Figure 3.9 presents the diff erences in the mean value of how common is diversion of 
funds from the World Economic Forum Executive Opinion Survey 2005 and 2008. Re-
sponses are based on a 7-point scale with 1 representing very common and 7 represent-
ing never occurs. Higher values represent lower commonality. Downward arrows show 
a decrease between 2005 and 2008, whereas upward arrows show an increase between 
2005 and 2008. The base of the arrow refl ects the 2005 value, whereas the 2008 level is 
represented by the black bars. 

Figure 3.10 is based on a simple correlation between the mean value of bribe frequency 
(see BEEPS Q. 39) and the percentage of fi rms indicating corruption is a major or very 
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severe obstacle from BEEPS 2008 (see BEEPS Q. J30f). Bribe Frequency values are based 
on a 6-point scale, with 1 representing bribes are “never” expected or requested to get 
things done, and 6 representing bribes are “always” expected or requested to get things 
done. Higher values refl ect a greater bribe frequency.

Figure 3.11 shows the correlation between the percentage of fi rms that perceive corrup-
tion as a major or very severe obstacle to doing business, per the BEEPS 2008, (see BEEPS 
Q. J30f) and the mean value of the state capture indicator from the World Economic 
Forum Executive Opinion Survey of 2008.

Chapter 4: What Infl uences the Level of Administrative Corruption?

Figure 4.1 compares overall bribe frequency (see Reference 1 and BEEPS Q.39) over the 
ECA subregions using BEEPS 2005 and BEEPS 2008 data. Regional averages are com-
puted such that each country has an equal weight. The regional values for 2005 are based 
on 27 countries, whereas the 2008 values are based on the averages for 29 countries. The 
2008 SEE average without Kosovo and Montenegro is 13 percent, and the ECA average 
without Kosovo and Montenegro is 14 percent.

Figure 4.2 depicts the correlation between bribe frequency (see Reference 1 and BEEPS 
Q.39) from BEEPS 2008 and the log of per capita GDP, on a purchasing power parity 
basis, from the World Bank’s World Development Indicators data set. The correlation 
between bribe frequency and per capita income is −0.66, signifi cant at the 0.0001 level. 
If there are diminishing returns (in combating bribery) beyond some point to further 
increases in income, it would be appropriate to use the log of income instead. The rela-
tionship appears to be roughly linear in the chart, however, and the correlation between 
bribe frequency and log of per capita income is a marginally weaker −0.65 (but still sig-
nifi cant at the 0.0002 level). 

Figure 4.3 the Doing Business Index Score from 2008 is plo  ed against the Graft Index 
(see Reference 2). The correlation between the Graft Index and the Doing Business In-
dex depicted in the chart is 0.62, signifi cant at the 0.0003 level. In a multiple regression 
controlling for per capita income, the Doing Business Index remains highly signifi cant 
(at 0.001). Per capita income itself is also highly signifi cant (at 0.01), with less graft in 
wealthier countries. 

Figure 4.4 shows the correlation between bribe frequency (see Reference 1 and BEEPS 
Q.39) from the BEEPS 2008 and the Global Integrity “In Law” index score which has 
assessed the displayed countries between 2007 and 2009. A higher score on this index in-
dicates stronger laws meant to curb corruption. The correlation between bribe frequency 
and the Global Integrity “In Law” index depicted in the chart is 0.09, and falls far short 
of statistical signifi cance at conventional levels. Controlling for per capita income in a 
multiple regression analysis does not alter the weak result on the “In Law” index. Per 
capita income itself is highly signifi cant, as bribe frequency is lower in higher-income 
countries. More detailed information on the Global Integrity indicators can be found at 
www.globalintegrity.org. 
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Figure 4.5 displays the correlation between bribe frequency (see Reference 1 and BEEPS 
Q.39) from the BEEPS 2008 and the Global Integrity “In Practice” index score which has 
assessed the graphed countries between 2006 and 2009. Higher scores on the “In Prac-
tice” index refl ect be  er enforcement of existing anti-corruption laws.

The correlation between bribe frequency and the Global Integrity “In Practice” in-
dex depicted in the chart is −0.35, signifi cant at the 0.10 level. In a multiple regression 
analysis with both “In Law” and “In Practice” as independent variables, the former is 
positive and signifi cant, while the la  er remains negative and signifi cant. Controlling 
for implementation, therefore, new legislation is associated with more frequent bribe 
paying. This does not necessarily mean that unenforced laws increase corruption, but in-
stead may refl ect reverse causation: where corruption is higher, governments (whether 
to placate aid donors, foreign investors, or domestic interests) may be under more pres-
sure to adopt reforms, even if they exist only on paper. 

Controlling for per capita income in a multiple regression analysis, the “In Practice” 
index is no longer signifi cant. Per capita income itself is only marginally signifi cant in 
the regression, with bribe frequency lower in higher-income countries. Income is highly 
correlated (0.68) with the “In Practice” indicator, and with only 22 observations in the 
regression multicollinearity is a problem in estimating the eff ects of income and anti-
corruption practices. More detailed information on the Global Integrity indicators can 
be found at www.globalintegrity.org. 

Figure 4.6 displays the correlation between bribe frequency (see Reference 1 and BEEPS 
Q.39) from the BEEPS 2008 and the Global Integrity “Implementation Gap” score. This 
score is calculated as the diff erence between the “In Law” score and the “In Practice” 
score from fi gures 4.5 and 4.6, respectively.

The correlation between bribe frequency and the “Implementation Gap” (between 
Global Integrity’s “In Law” and “In Practice” indexes) depicted in the chart is 0.54, sig-
nifi cant at the 0.01 level. Controlling for per capita income in a multiple regression anal-
ysis, the “implementation gap” is no longer signifi cant. Per capita income itself is also 
insignifi cant. Income is highly correlated (-0.64) with the “Implementation Gap,” and 
with only 22 observations in the regression multicollinearity is a problem in estimating 
the eff ects of income and the implementation gap. More detailed information on the 
Global Integrity indicators can be found at www.globalintegrity.org. 

Chapter 5: Are Transition Countries Different from Other Developing Regions?

Notes on Results:

Table A1 shows details of the multiple regression analysis results described in Chapter 5. 
The samples include all transition countries, and all nontransition countries with per 
capita incomes within the range characterizing the transition countries, with available 
Enterprise Survey data. Countries with per capita incomes below the level of Tajikistan 
(the poorest transition country) or above the level of Slovenia (the wealthiest transition 
country) were dropped. Countries were also dropped if their most recent Enterprise 
Survey was done before 2006. Each outcome variable was regressed on the log of per 
capita income for 2008, and a dummy variable coded 1 for the transition economies and 
0 for other economies. 
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 Table A1. Transition and Nontransition Compared

BEEPS/Enterprise Survey outcome variable
ECA 

dummy 
Log GDP 
per capita Intercept

No. of 
countries R2

“Informal payments” to public offi cials “to get 
things done” 

−1.03
(−0.26)

−10.65***
(−4.40)

116.11
(5.51)

71 .20

“Gifts” expected in obtaining operating 
licenses

6.29
(1.49)

−12.13***
(−3.31)

117.46
(3.68)

72 .20

Time tax (senior managers’ time in % spent 
dealing with regulations)

−0.36
(−0.23)

2.47**
(2.43)

−11.57
(−1.41)

74 .08

Tax administration as a constraint to fi rm 
operations and growth

−3.15
(−0.94)

1.12
(0.42)

14.41
(0.64)

74 .01

Number of tax inspections −0.52
(−0.88)

0.05
(0.10)

1.64
(0.44)

74 .02

Waiting time (in days) for construction 
permits

11.99
(1.15)

6.91
(0.88)

5.45
(0.08)

71 .05

Corruption as a constraint to fi rm operations 
and growth

−8.64
(−2.20)

−1.72
(−0.57)

56.45
(2.12)

74 .07

Waiting time (in days) for operating licenses −12.31**
(−2.09)

12.43***
(3.15)

−74.79
(−2.36)

72 .13

Waiting time (in days) for import licenses −9.36***
(−3.04)

4.21**
(2.13)

−12.88
(−0.78)

72 .10

“Gifts” expected in dealing with taxes 7.26**
(2.42)

−12.16***
(−5.39)

116.70
(5.83)

72 .31

“Gifts” expected in obtaining government 
contracts

7.42*
(1.70)

−7.83***
(−2.60)

90.20
(3.38)

71 .08

Tax rates as a constraint to fi rm operations 
and growth

7.29*
(1.67)

2.21
(0.75)

13.66
(0.56)

74 .07

Graft Index 34.58**
(2.18)

−9.03***
(−4.94)

88.50
(7.50)

69 .45

Note: t-values are in parentheses below regression coeffi  cients, with standard errors adjusted for hetero-
skedasticity. A *, ** and *** respectively indicate signifi cance at the 0.10, 0.05 and 0.10 levels for two-tailed 
tests. 

Notes on Figures and Tables:

Figure 5.1 shows the Graft Index scores calculated from data from Enterprise Surveys 
from 2006 to 2009 (see Reference 2). The regional averages were based on a panel of 
countries available to both data sets and were constructed as follows:

■ East Asia & Pacifi c: Fiji, Indonesia, Lao PDR, Micronesia, Mongolia, the Philip-
pines, Samoa, Timor Leste, Tonga, Vanuatu, Vietnam.

■ South Asia: Afghanistan, Bangladesh, Bhutan, India, Nepal, Pakistan.
■ Latin America & Caribbean: Argentina, Bolivia, Brazil, Chile, Colombia, Ecua-

dor, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, 
Peru, Uruguay, República Bolivariana de Venezuela.

■ Africa: Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Cape 
Verde, Chad, Congo, Democratic Republic of the Congo, Eritrea, Ethiopia, Ga-
bon, Gambia, Ghana, Guinea, Guinea Bissau, Côte d’Ivoire, Kenya, Lesotho, 
Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius, Mozambique, Na-
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mibia, Niger, Nigeria, Rwanda, Senegal, Sierra Leone, South Africa, Swaziland, 
Tanzania, Togo, Uganda, Zambia.

■ Europe & Central Asia: Albania, Armenia, Azerbaijan, Belarus, Bosnia and 
Herzegovina, Bulgaria, Croatia, the Czech Republic, Estonia, FYR Macedonia, 
Georgia, Hungary, Kazakhstan, Kosovo, the Kyrgyz Republic, Latvia, Lithu-
ania, Moldova, Montenegro, Poland, Romania, Russia, Serbia, the Slovak Re-
public, Slovenia, Tajikistan, Ukraine, Uzbekistan.

■ Middle East & North Africa: Algeria, the Arab Republic of Egypt, Jordan, the 
Syrian Arab Republic, West Bank and Gaza, the Republic of Yemen.

Chapter 6: Tax Administration and Customs

Figure 6.1 presents the diff erences in bribe frequency when dealing with taxes (see Refer-
ence 1 and BEEPS Q. 41) from the BEEPS 2005 and BEEPS 2008. The higher the value the 
more frequently bribes are requested or expected. Downward arrows show a decrease 
between 2005 and 2008, whereas upward arrows show an increase between 2005 and 
2008. The base of the arrow refl ects the 2005 value, whereas the 2008 level is represented 
by the black bars. Only 2008 values are presented for Montenegro and Kosovo as they 
were not surveyed individually in 2005.

Figure 6.2 shows the correlation between the mean values for bribery in tax administra-
tion from the BEEPS 1999 and BEEPS 2008 (see BEEPS Q. 41). Higher values indicate a 
higher incidence of bribery when dealing with taxes. The correlation between the two 
variables graphed is 0.79, signifi cant at the 0.001 level. 

Figure 6.3 relates bribe frequency in dealing with taxes (see Reference 1 and BEEPS Q. 
41) per the BEEPS 2008, to its household-survey analogue provided by Transparency In-
ternational’s 2009 Global Corruption Barometer report. The correlation between the two 
variables graphed is 0.87, signifi cant at the 0.001 level. This relationship is highly robust 
to controlling for diff erences in per capita income, in a multiple regression analysis.

In Figure 6.4 bribe frequency when dealing with taxes (see Reference 1 and BEEPS Q. 41) 
and the data to calculate the average number of tax meetings are from the BEEPS 2008. 
The average number of tax meetings includes fi rms that were not inspected by tax offi  -
cials over the 12 months prior to the survey (that is, a value of zero for the number of tax 
meetings) (see BEEPS Q. J4). The correlation between the two variables graphed is 0.30 
but is not signifi cant (0.12). Using the log of number of meetings instead, the relationship 
is slightly stronger, with a correlation of 0.39, signifi cant at the 0.04 level. However, the 
partial relationship between bribe frequency in tax, and number of tax meetings (or its 
log), is not signifi cant when controlling for diff erences in per capita income, in a multiple 
regression analysis. 

Figure 6.5 shows the correlation between bribe frequency when dealing with taxes (see Ref-
erence 1 and BEEPS Q.41) from BEEPS 2008 with the number of tax payments made by 
fi rms in 2008, as provided by the Doing Business. The correlation between the two variables 
graphed is 0.46, signifi cant at the 0.01 level. However, the partial relationship between bribe 
frequency in tax and number of required tax payments (from Doing Business) is not signifi -
cant when controlling for diff erences in per capita income, in a multiple regression analysis. 
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In Figure 6.6, bribe frequency when dealing with taxes (see Reference 1 and BEEPS Q. 
41) from the BEEPS 2008 is compared across the quintiles of tax law enforcement scores 
given by Global Integrity and covering the time period 2007–2009.

The countries in each of the 5 Global Integrity (GI) categories are: 

■ 0: Armenia, Ukraine
■ 25: the Kyrgyz Republic, Moldova, Montenegro, Russia, Tajikistan
■ 50: Azerbaijan, Bosnia and Herzegovina, Kosovo, Turkey
■ 75: Bulgaria, Hungary, Kazakhstan, Latvia, Lithuania, FYR Macedonia, Roma-

nia, Serbia, the Slovak Republic
■ 100: Belarus, Georgia, and Poland

Treating the GI indicators as interval level, the correlation with bribe paying in tax 
is -0.58, signifi cant at 0.01. Bribe paying is less frequent in countries where tax laws are 
enforced more uniformly as measured by GI. This relationship remains signifi cant at 
the 0.05 level, in a multiple regression analysis that controls for diff erences in per capita 
income. Income is also signifi cant at the 0.05 level in this regression, with lower bribe 
paying in higher-income countries. 

Figure 6.7 presents the diff erences in bribe frequency when dealing with customs and 
imports (see Reference 1 and BEEPS Q. 41) from the BEEPS 2005 and BEEPS 2008. The 
higher the value the more frequently bribes are requested or expected. Downward ar-
rows show a decrease between 2005 and 2008, whereas upward arrows show an increase 
between 2005 and 2008. The base of the arrow refl ects the 2005 value, whereas the 2008 
level is represented by the black bars. Only 2008 values are presented for Montenegro 
and Kosovo as they were not surveyed individually in 2005.

Figure 6.8 depicts the correlation between bribe frequency when dealing with customs 
and imports (see Reference 1 and BEEPS Q. 41) with the average number of days re-
quired to complete procedural requirements to import in 2008, as provided by the Doing 
Business.

The correlation between the two variables graphed is 0.77, signifi cant at the 0.0001 
level. This relationship is highly robust to controlling for diff erences in per capita in-
come, in a multiple regression analysis. Income is also highly signifi cant, with lower 
bribe paying in customs in higher-income countries. Together, income per capita and 
number of days needed to complete required customs procedures explain 82 percent of 
the variation in bribe paying in customs. 

Chapter 7: Legal and Judicial Systems

Figure 7.1 presents the diff erences in bribe frequency for courts (see Reference 1 and 
BEEPS Q. 41) from the BEEPS 2005 and BEEPS 2008. The higher the value the more fre-
quently bribes are requested or expected. Downward arrows show a decrease between 
2005 and 2008, whereas upward arrows show an increase between 2005 and 2008. The 
base of the arrow refl ects the 2005 value, whereas the 2008 level is represented by the 
black bars. Only 2008 values are presented for Montenegro and Kosovo as they were not 
surveyed individually in 2005.
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Figure 7.2 is based on a simple correlation between the mean value of bribe frequency for 
courts from the BEEPS 1999 and BEEPS 2008 (see BEEPS Q. 41). Values are based on a 
6-point scale, with 1 representing bribes are “never” expected or requested to get things 
done, and 6 representing bribes are “always” expected or requested to get things done. 
The correlation between the two variables graphed is 0.53, signifi cant at the 0.01 level. 

Figure 7.3 presents the Court Quality Index, which is a composite index of the mean 
values for three indicators on perceptions of the judiciary in the BEEPS 2008. The survey 
assessed fi rm managers’ level of agreement with statements that the court system is: (1) 
“quick,” (2) “fair, impartial and uncorrupted,” and (3) “able to enforce its decisions” (see 
BEEPS Q. J1). Each indicator is measured by a 4-point scale (1-4) of agreement where 
1 represents “strongly disagree” and 4 represents “strongly agree.” Each of the mean 
values for these indicators were then averaged with each indicator assigned an equal 
weight. Higher values refl ect more positive evaluations of the court system by fi rms.

Figure 7.4 presents the average percentages of fi rms in each country that indicated they 
“tend to agree” or “strongly agree” with the statement that the court system is “quick” 
from the 2008 BEEPS (see BEEPS Q. J1b). The chart shows the values for court users, de-
fi ned as those who indicated they had been to court as a plaintiff  or defendant in the last 
three years taken from the BEEPS 2008 (see BEEPS Q. 31c), and the values for all fi rms.

Figure 7.5 presents the average percentages of fi rms in each country that indicated they 
“tend to agree” or “strongly agree” with the statement that the court system is “fair, im-
partial and uncorrupted” from the 2008 BEEPS (see BEEPS Q. J1/H7a). The chart shows 
the values for court users, defi ned as those who indicated they had been to court as a 
plaintiff  or defendant in the last three years taken from the BEEPS 2008 (see BEEPS Q. 
31c), and the values for all fi rms.

Figure 7.6 presents the average percentages of fi rms in each country that indicated they 
“tend to agree” or “strongly agree” with the statement that the court system is “able to 
enforce its decisions” from the 2008 BEEPS (see BEEPS Q. J1c). The chart shows the val-
ues for court users, defi ned as those who indicated they had been to court as a plaintiff  
or defendant in the last three years taken from the BEEPS 2008 (see BEEPS Q. 31c), and 
the values for all fi rms.

Figure 7.7 is based on a simple correlation between the mean value of the Court Quality 
Index (see also note for 7.3) and the percentage of fi rms that have used the courts as a 
plaintiff  or defendant in the last three years (see BEEPS Q. 31c). Higher values on the 
Court Quality index refl ect more positive evaluations of the court system by fi rms. The 
Spearman correlation between the two variables graphed is −0.27, but is not signifi cant.

Figure 7.8 is based on a simple correlation between the percentage of fi rms that indicated 
that courts pose “no obstacle” to doing business (see BEEPS Q. H30), and the percentage 
of fi rms that have used the courts as a plaintiff  or defendant in the last three years from 
the BEEPS 2008 (see BEEPS Q. 31c). The Spearman correlation between the two variables 
graphed is −0.34, signifi cant at the 0.10 level.
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Table A2. Sample Summary 2005 and 2008

Country

2005 Sample for All Countries 2008 Sample for All Countries

Dates of Data 
Collection 
2008/2009

Total 
Firms 

Surveyed 
in 2005

Total Firms 
Excluded 

(Size, 
Sector, and 
Ownership)

Percent 
of Firms 
Excluded

Reduced 
Sample 

Size

Total 
Firms 

Surveyed 
in 2008

Total 
Firms 

Excluded 
(Size and 

Age)

Percent 
of Firms 
Excluded

Reduced 
Sample 

Size
ALB1 204 50 24.5 154 304 1 0.3 303 12/2007-3/2008
ARM 351 79 22.5 272 374 52 13.9 322 10/2008–2/2009
AZE 350 63 18.0 287 380 25 6.6 355 9/2008–2/2009
BLR 325 116 35.7 209 273 9 3.3 264 5/2008–8/2008
BIH 200 56 28.0 144 361 26 7.2 335 9/2008–3/2009
BGR 300 138 46.0 162 288 37 12.9 251 9/2008–12/2008
HRV1 236 88 37.3 148 633 3 0.5 630 1/2007-12/2007
CZE 343 176 51.3 167 250 20 8.0 230 9/2008–3/2009
EST 219 91 41.6 128 273 7 2.6 266 4/2008–10/2008
MKD 200 88 44.0 112 366 40 10.9 326 9/2008–1/2009
GEO 200 90 45.0 110 373 19 5.1 354 4/2008–8/2008
HUN 610 170 27.9 440 291 22 7.6 269 8/2008–2/2009
KAZ 585 150 25.6 435 544 44 8.1 500 9/2008–1/2009
KGZ 202 60 29.7 142 235 16 6.8 219 9/2008–3/2009
LVA 205 100 48.8 105 271 19 7.0 252 9/2008–10/2008
LTU 205 76 37.1 129 276 23 8.3 253 9/2008–3/2009
MDA 350 71 20.3 279 363 39 10.7 324 9/2008–2/2009
POL 975 447 45.9 528 455 36 7.9 419 8/2008–3/2009
ROM 600 145 24.2 455 541 38 7.0 503 9/2008–12/2008
RUS 601 209 34.8 392 1004 35 3.5 969 9/2008–3/2009
SRB 282 139 49.3 148 388 35 9.0 353 9/2008–12/2008
SVK 220 110 50.0 110 275 27 9.8 248 9/2008–3/2009
SVN 223 110 49.3 113 276 17 6.2 259 9/2008–3/2009
TJK 200 66 33.0 134 360 38 10.6 322 5/2008–8/2008
TUR 557 183 32.9 374 1152 27 2.3 1125 4/2008–1/2009
UKR 594 238 40.1 356 851 46 5.4 805 6/2008–8-2008
UZB 300 98 32.7 202 366 3 0.8 363 4/2008–8/2008
KSV* 270 12 4.4 258 10/2008–2/2009
MNE* 116 5 4.3 111 9/2008–2/2009
Total 9,637 3,407 35.4 6,235 11,909 721 6.1 11,188

Source: BEEPS 2005, BEEPS 2008.
Note: *Kosovo and Montenegro were included in the 2008 cycle.
1. Results for two countries in the BEEPS 2008– Albania and Croatia—are based on two different surveys: (i) from the 2007 
Enterprise Surveys and (ii) from BEEPS 2008 for ECA-specifi c questions not included in the Enterprise Surveys. Due to a 
small universe of fi rms coupled with survey fatigue in Albania and Croatia, it was not possible to conduct the full BEEPS 
survey on a large sample of fi rms in 2008. 

The numbers in the table above correspond to the Enterprise Surveys 2007 data sets. The 2008 BEEPS dataset for 
Albania consisted of a total of 175 fi rms. In order to best match the 2008 sample to that of 2005, the sample was adjusted. 
Seven fi rms (4.0 percent of the sample) were excluded on the basis of size and age. The reduced sample size was 168 fi rms 
for 2008. The dates of data collection for the 2008 BEEPS in Albania were from 10/2008 to 2/2009. 

For Croatia, the BEEPS 2008 dataset consisted of a total of 159 fi rms. To adjust the 2008 sample to that of 2005, 17 fi rms 
(10.7 percent of the sample) were excluded on the basis of size and age. The reduced sample size was 142 fi rms for 2008. 
The dates of data collection for the 2008 BEEPS in Croatia were from 9/2008 to 3/2009. 
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ALB 4 2 1 3 9 8 5 10 14 7 12 11 13 6
ARM 1 3 9 10 2 4 7 5 12 11 14 6 13 8
AZE 3 1 9 6 4 7 5 13 11 2 8 12 14 10
BLR 1 10 5 2 8 3 9 6 13 7 4 11 14 12
BIH 1 2 9 7 3 8 4 13 5 14 6 12 10 11
BGR 2 1 9 6 8 3 5 4 7 13 12 11 10 14
HRV 1 5 7 4 6 11 3 9 2 12 10 13 8 14
CZE 3 9 1 4 8 10 7 2 6 12 13 5 11 14
EST 2 10 5 1 8 6 11 4 13 9 12 7 3 14
MKD 3 4 7 10 1 5 6 12 2 9 8 13 14 11
GEO 3 9 1 5 2 4 10 7 11 6 13 8 14 12
HUN 1 3 6 11 7 12 2 8 9 14 4 10 5 13
KAZ 2 3 4 1 6 5 8 9 12 11 10 7 14 13
KSV 11 2 1 5 4 3 12 6 7 8 13 10 14 9
KGZ 3 2 1 8 7 5 6 4 10 11 12 9 14 13
LVA 1 3 10 2 5 6 4 13 8 9 11 7 12 14
LTU 1 5 4 2 7 3 6 9 12 13 10 11 8 14
MDA 3 5 8 2 4 6 10 7 9 1 13 12 14 11
MNE 2 6 1 5 3 11 4 14 10 13 8 7 9 11
POL 1 8 3 2 7 6 5 9 11 12 10 13 4 14
ROM 1 3 10 4 5 9 2 14 7 11 6 12 8 13
RUS 2 3 4 1 8 6 10 7 12 5 11 9 14 13
SRB 3 1 6 5 2 10 9 14 4 13 12 11 8 7
SVK 2 3 1 5 8 4 9 7 6 13 10 11 12 14
SVN 1 13 4 7 2 9 11 5 10 8 12 6 3 14
TJK 1 3 2 4 5 6 9 12 13 7 10 11 14 8
TUR 1 2 7 3 9 13 5 6 8 14 4 11 10 12
UKR 1 2 10 6 8 7 4 9 5 3 11 12 14 13
UZB 4 7 3 2 5 1 6 8 11 9 10 13 12 14

Total Countries
Where the Rank
<=3 26 17 10 11 7 5 3 1 2 3 0 0 2 0

Total Countries
Where the Rank
<=7 28 23 21 25 21 19 18 12 10 7 5 7 4 2

Table A3. Problems Doing Business: Ranking of Problems 2008

Source: BEEPS 2008.
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Table A4. Problems Doing Business: Ranking of Problems 2005

Source: BEEPS 2008.
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ALB 1 2 4 9 7 13 3 14 5 12 8 10 11 6
ARM 2 5 13 12 3 14 1 10 8 7 6 9 11 4
AZE 2 3 7 13 4 8 1 14 11 10 6 12 9 5
BLR 2 9 14 5 1 11 4 13 10 7 3 12 8 6
BIH 3 4 11 12 1 7 6 13 2 14 8 9 10 5
BGR 1 3 11 5 6 8 4 12 2 14 7 13 9 10
HRV 2 3 13 6 4 9 10 12 1 14 5 11 7 8
CZE 1 3 14 9 4 8 2 13 5 11 10 12 6 7
EST 7 3 13 2 4 12 8 14 9 11 5 10 1 6
MKD 3 1 10 12 4 8 5 11 2 14 6 13 9 7
GEO 1 4 2 8 3 5 10 14 7 13 11 9 12 6
HUN 1 8 14 4 2 11 3 12 9 13 7 10 5 6
KAZ 2 5 13 6 4 10 1 14 8 9 3 12 11 7
KSV
KGZ 1 3 12 5 7 4 2 14 6 10 8 13 11 9
LVA 1 4 14 3 10 8 2 12 9 13 6 11 5 7
LTU 1 4 12 2 11 8 6 14 7 3 9 13 5 10
MDA 1 7 13 9 5 10 2 14 4 11 6 12 8 3
MNE
POL 1 6 14 8 3 9 2 13 4 11 10 12 5 7
ROM 2 3 13 8 6 10 1 14 4 11 5 12 7 9
RUS 2 3 13 4 6 8 1 14 7 10 5 12 11 9
SRB 1 4 14 9 2 10 5 12 3 11 8 13 7 6
SVK 2 3 12 4 9 5 6 14 1 13 8 11 7 10
SVN 2 9 13 5 6 11 1 14 3 7 8 12 4 10
TJK 1 4 5 9 6 11 2 14 8 10 3 12 13 7
TUR 1 4 10 8 3 6 2 13 7 14 9 12 5 11
UKR 1 3 12 2 5 10 4 14 6 8 7 13 11 9
UZB 1 9 6 8 3 7 2 14 10 13 4 11 12 5

Total Countries
Where the Rank
<=3 26 13 1 4 9 0 16 0 8 1 2 0 1 0

Total Countries
Where the Rank
<=7 27 24 4 13 25 7 24 0 18 4 16 0 11 17

The problems are presented in the table in the order that they rank in severity ECA wide for 2008. The most severe problem, Tax Rates, is presented first in the table. The least severe
problem, Customs and Trade Regulations, is presented last. No data is presented for Kosovo or Montenegro.
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Source: BEEPS 2005, BEEPS 2008.
Note: The table above shows the changes in the percentage of fi rms indicating a certain factor is not an obstacle to doing business from 2005 to 2008. 
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ALB 17.5 7.9 12.5 13.0 6.1 4.6 19.5 2.1 32.7 11.5 22.7 5.8 4.7 13.8 6 3
ARM 4.3 6.8 15.6 3.2 10.2 10.4 28.1 11.5 24.4 25.9 31.1 4.2 11.4 11.3 9 3
AZE 5.7 11.6 4.8 36.0 5.0 26.6 21.0 10.8 21.9 42.6 7.9 15.9 4.3 26.1 5 7
BLR 28.2 30.4 55.2 31.8 1.9 59.8 23.0 50.6 32.1 26.3 15.4 45.9 9.3 17.6 0 13
BIH 4.7 1.0 8.5 13.2 8.1 0.7 7.5 2.0 7.8 3.3 3.7 9.9 8.5 28.8 5 3
BGR 8.0 5.7 38.1 3.6 13.0 16.9 6.0 38.9 5.4 14.8 4.5 25.3 9.2 6.7 1 9
HRV 6.4 4.0 20.6 10.5 3.9 4.5 32.7 19.6 0.8 11.9 16.5 9.6 11.9 10.8 2 8
CZE 6.0 15.2 38.3 5.6 2.9 0.4 14.5 40.4 7.1 5.1 6.2 24.4 3.2 29.5 5 4
EST 24.6 10.0 11.4 14.2 8.5 21.8 6.3 19.9 18.9 1.7 16.5 9.5 26.9 21.1 6 6
MKD 0.2 3.5 9.6 7.6 4.5 2.0 2.9 0.4 7.1 4.5 1.5 4.2 9.4 11.6 2 1
GEO 21.2 27.4 1.8 5.1 1.6 15.0 5.7 15.5 12.3 12.7 18.0 4.6 13.1 28.4 7 2
HUN 7.2 33.3 20.3 36.3 32.0 3.1 17.8 8.8 6.1 11.3 20.5 3.2 2.8 24.4 5 6
KAZ 4.0 22.8 46.3 26.4 19.4 26.7 8.2 39.0 9.6 16.6 12.3 37.8 3.8 0.6 1 11
KGZ 8.1 6.2 60.9 19.0 23.4 11.5 4.6 52.4 8.7 18.2 8.5 39.4 5.0 3.1 1 10
LVA 5.7 23.3 19.1 15.0 28.8 18.3 12.7 16.1 22.8 19.9 1.7 24.3 2.0 3.8 2 9
LTU 3.1 3.2 38.5 4.8 35.4 8.8 6.3 36.3 20.2 30.5 9.8 25.8 4.0 25.8 3 7
MDA 15.7 7.0 21.1 5.1 4.0 1.9 18.5 27.8 20.0 24.1 20.3 15.5 35.7 23.1 7 5
POL 3.2 0.3 33.9 15.5 4.2 10.9 9.5 23.9 13.0 19.4 9.7 14.8 1.9 22.0 4 8
ROM 9.1 2.1 19.6 8.8 3.4 3.6 5.4 10.6 6.2 14.7 3.2 15.6 0.9 9.1 2 9
RUS 9.0 16.4 45.6 27.9 19.0 21.4 5.7 62.9 8.6 27.1 9.1 35.5 0.1 8.1 2 11
SRB 10.6 4.0 16.2 12.9 9.1 2.4 13.6 8.8 18.9 0.4 7.7 7.9 8.2 9.6 8 3
SVK 32.5 31.4 45.2 19.2 41.5 36.4 38.3 48.2 32.5 31.5 33.3 30.5 22.0 4.6 0 13
SVN 5.4 6.2 32.2 5.5 9.7 30.9 30.2 26.7 19.1 8.3 2.7 35.3 4.5 13.3 3 6
TJK 2.2 6.2 10.1 19.5 10.4 7.0 25.7 0.6 18.0 4.0 14.4 5.4 13.2 4.0 4 3
TUR 4.6 20.1 4.0 19.7 11.2 16.9 11.1 11.8 0.8 0.5 15.3 1.2 0.1 1.5 3 5
UKR 2.6 18.5 42.7 7.9 12.4 18.9 15.2 50.6 16.7 18.6 8.8 37.6 5.1 0.8 0 12
UZB 1.3 19.4 35.5 32.3 8.4 46.9 12.4 34.2 5.8 22.0 3.4 7.4 11.7 20.0 2 9

Positive
Change 8 12 0 3 11 4 17 2 18 6 14 3 17 24
Sig. Pos.
Change 7 6 0 2 8 2 14 1 14 3 10 1 8 19
Negative
Change 19 15 27 24 16 23 10 25 9 21 13 24 10 3
Sig. Neg.
Change 13 11 24 19 12 15 9 22 8 17 10 19 6 1

ANALYSIS OF CHANGES

1 Shaded cells indicate changes that are statistically significant at p=0.10 or above.
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