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Business ethicsis now part and parcd of modern business management culture and of
society a large. In the late eighties alarge number of large internationa corporations
moved over to codes of business ethics for their employees. With the diffusion of
market relationsin Bulgariain the early nineties the concept of “business’ regrettably
became to be thought of as a four-letter word associated with fraudulent and unfair
play. Prior to 10 November the people of Bulgariawere led to believe that thiskind of
“budness’ isatypicd feature of the capitaist system and this dso played alarge part

in shgping that perception.

Because of the nature of its operations Unimasters Logistics started gpplying
Sandards of professona service and ethics as early as the beginnings of the nineties.
These were taken on board from the multinationd principas that were provided
services to and became an integra part of the representation and cooperation
contracts. In May 2001 Unimasters Logigtics s Board of Directors adopted a Code of
Ethicd Business Conduct based on the Code of the Bulgarian Business Leaders
Forum and supplemented with the UML’s mission, vison and vaues. The codeisan
important eement of the system to develop high corporate culture among the
employees of the companies within the holding and is handed over to every employee
on joining the company.

This presentation will look at two essentia issues which ought to have entirdy new
implications for the country’ s political and economic landscape: business ethics
among individua economic entities and ethics between businesses and government
bodies.

BUSINESSETHICSAMONG ECONOMIC ENTITIES

The absence of clear regulations and ‘rules of the game”’ for doing business from 1989
t0 1997 led to a number of negative implications for the business environment in
Bulgaria. These practicesweretypica of al no bonafide economic entities, both
Bulgarian and foreign. The view thet in Bulgaria everything is dlowed is ill widdy
held: abuse of monopoaly position; disregard for laws and regulaions in the absence of
efficient control and pendty mechanisms; lack of clear and transparent proceduresto
regulate commercid, technologicd, privatisation and investment processes. Despite
the progress over the last years, alarge number of Bulgaria s economic entities, as
well as some foreign ones (especidly those with regidtration in the neighbouring
countries) are il far below accepted internationa standards. For instance, failure to
honour contract obligations, delays of amounts owed and payments (in many cases no
payment a al), soreading danderous rumours about the competition; arranging for
schemes of political and economic pressure; targeted and persstent harmful and
discrediting media campaigns, etc. Some subsdiaries of foreign companies operating
on the Bulgarian market will dso use some more sophisticated but equally unethical
meanslike large overpricing of low-quality services which are advertised as high
qudlity (consultancy and auditing companies), entering in data bases of highly skilled
Bulgarian specidigts while on training who are later enticed to foreign subsidiaries



with sdariesthat are severd times larger (training and personnel companies). It'sa
long list and every one of you knows about Smilar examples. Recently there has been
atendency of things getting better probably as a result of unviable economic entities
becoming practicaly bankrupt.

ETHICSBETWEEN BUSINESSESAND THE STATE

Thelack of precise rules has led to the emergence of centres of corruption whichisa
redl pain in the neck for businesses. Some serious foreign investors and commercid
companies have been discouraged and pushed back because of corrupted or inefficient
government administration. It's an areawhere the government needs to make
committed steps towards anew and ethical behaviour vis-avis busnesses.

SOME EXAMPLES FROM PRACTICE

EXAMPLE 1

Bulgarian cusoms

A world leader in the trade with acoholic beverages which has operated in Bulgaria
for two years makes alega import of dcoholic drinks with a declared cusoms vaue
which corresponds to the actud price on the invoice. The competition is other
imported products which are usudly under-invoiced to cut customs duties or
counterfeited drinks made in Bulgaria. In order to retain its market position the
company ataches greet importance to good inventory management and thelogitics
for timely ddiveriesto its dientsincluding fast trangt from the port to Sofia,
processing and formditiesin Sofiaand ddivery to the cusomer.

Customs clearance at the port of Burgasis made problematic with the intent of
soliciting good favours for the customs officers in charge a the moment. Ships will
usudly arrive on Friday. By that time dl necessary documents have been received and
preliminary preparation is underway for finalisng customs clearance by early
afternoon on Monday for the goods to leave for Sofiain the afternoon, arrive in Sofia
on Tuesday morning, to be processed on Tuesday and ddlivered to customerson
Wednesday (urgent ddliveries) and on Thursday (sandard deliveries). Thiskind of
delay is unacceptable under European Deliveries Standards but it is acommon
prectice in Bulgaria Asarule the customs office in Burgas will never findiseits
work by Monday. They wil usudly require full ingoection induding unloading of

every container and physicd ingpection which leeds to a minimum of one day of
delay, most oftenit's 2 or 3 days because of lack of coordination between the
customs, the port authorities and the border guard. Customs officers are nearly dways
late and when they arive, ether the port workers hae I€eft or the border guards are
not there. As aresullt the goods will arrive on Friday and the earliest possible ddivery
ison Monday next week, that is, 8 to 10 days for ddivery to the customer.

And dl this happens to:

A wel-known dient with no customsor other offences;

A foreign investor who encourages doing transparent business;

A multinational company which is well-known for its business ethics

- Goods seded in trangit, which are duly inspected when unloaded in Sofia



The customs pasition is

- Itisther right by law. True, but it's not a duty and is done after a subjective
judgement by the customs officer;

- They areinterested to ingpect not only the goods but aso the container (19);

- If the customs officers are rewarded for their work, they will guarantee quick
and unproblematic clearance.

EXAMPLE 2

Border termind authorities in Bulgaria as state monopoly racketeering

One of the three leeding carriers in the world assigns Unimagters Logigtics to do the
processing of its freight at the border termind. UML isaso its agent. The goods are
received from the vehicle and taken with a convoy to the agent’s customs warehouse
from where they are handed over to the respective consignees. The border termina
authorities decide to force the carrier to replace its agent with a company which ison
good terms with the authorities. There starts a targeted campaign to discredit the agent
with suspicions for not complying with the laws and regulations. Following a
febricated video with someore“ opening the backdoor of the agent’ s cargo vehicle
and throwing in apack of Havanapipes’ the border permits of the agent’s employees
are taken away and access to the foreign vehicle is denied. In the absence of other
options the foreign carrier is compelled to gppoint the crony company which leadsto
thefts and problematic handling of goods. The agent files for the competent
authorities to investigate the dlegations againg its employees. Some border termind
officers are found to have taken part in the fabrication and the incident is quickly
hushed up with the words “let degping dogs lie and look ahead”. The agent’ s access
to the vehidle isre.established. And dl thet became possible after intervention by the
parliamentary economic committee and the respective embassy. A year later the head
of the border authority was removed for various abuses and misdemeanors.

CONCLUSIONS:

1. Therapid adoption and gpplication of a code of business ethics for both economic
entities, epecidly smdl and medium enterprises, and officersin government
inditutions will be crucd for reducing corruption.

2. Clear regulaions and guaranteeing of trangparency in business rdations are the
other conditiondity for fair relaions between the business community and the
government adminigiration, which will encourage economic development and
bring in new foreign investment.

3. Thepioneer work of the Bulgarian Business Leaders Forum has contributed alot
to the spread and adoption of the standards of business ethics. A growing number
of companies have adopted and are applying those sandards including the socid
responghilities of the businesses. To be successful these efforts need to involve
the general pubic in Bulgariafor A ZERO TOLERANCE OF CURRUPTION AT
ALL LEVELS. THISSHOULD BE A STRATEGIC OBJECTIVE OF THE
BUSINESSES IN BULGARIA FOR A FEW YEARS AHEAD. THE WORD
“BUSINESS” WILL THEN SOUND ASIT DOESIN ALL DEVELOPED
ECONOMIES.



