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CZECH REPUBLIC

1. Introduction – main features and context
Anti-corruption framework
Strategic approach. Since 1999, the government has adopted consecutive, comprehensive strategies against corruption. Taking into account the limited progress made on the implementation of the strategy for 2011-2012, the European Commission recommended stepping up the fight against corruption.
 Although in this period the government took non-legislative measures, progress in submitting legislative drafts to Parliament and in adopting them by the end of the programme was limited.
 The latest anti-corruption strategy adopted in January 2013, while repeating the majority of measures promised by the previous strategy, covers a wide range of policies but limits itself to listing actions.
 Parliamentary immunity rules were amended following the amendment of the Constitution in May 2013.
In many cases, the government and municipalities worked with civil society to prevent corruption and to identify risks, for instance in public procurement. A considerable amount of data on the perception and experience of corruption is gathered by public institutions, research bodies and NGOs. Research institutes and civil society organisations have created an anti-corruption platform to propose changes to legal provisions, provide training and share good practices.
Legal framework. While the Czech criminal code is largely in line with the Council of Europe Criminal Law Convention on Corruption, the Council of Europe's Group of States against Corruption (GRECO) made four recommendations, specifying the need to amend the criminal code on trading in influence, in particular as regards the acceptance of an offer or promise of an undue advantage and instances of supposed influence. The Ministry of Justice submitted to the government at the end of February 2013 a proposal to amend the provision on trading in influence, but the adoption came to a halt.
 The Czech Republic recently ratified the United Nations Convention against Corruption (UNCAC), having previously rectified problems concerning the sanctioning of legal persons in relation to crimes.
Institutional framework. A government committee is in place to coordinate the fight against corruption. A special unit within the Czech police (UOKFK)
 investigates corruption and financial crime and deals with an increasing number of corruption investigations.
 Transparency International’s 2011 National Integrity System assessment concluded that the Ombudsman and Supreme Audit Office were the strongest institutions on good governance in the Czech Republic.
 Although the Ombudsman does not have specific powers to deal with corruption, he makes recommendations and provides a model for the civil service to function impartially and transparently.
 The legislative recommendations of the previous ombudsman, who resigned in December 2013, have been largely ignored by the legislature. The Supreme Audit Office also plays an important role in anti-corruption policies pointing, for example, to deficiencies in the public procurement process. However, recent legislative efforts to strengthen its competence in relation to corruption powers and to cover local municipalities have not achieved results.
Opinion polling

Perception surveys. In the 2013 Special Eurobarometer,
 95% of Czech respondents believe that corruption is widespread in their country (EU average: 76%). 80% of Czech citizens considered corruption as the most important challenge to be addressed in the country.
 In a 2012 national survey, 92% of respondents stated their dissatisfaction with corruption in the country, while only 1% were satisfied.
 
Experience of corruption 28% of the 2013 Special Eurobarometer respondents felt affected by corruption in their daily lives (EU average: 26%), and 8% of those who dealt with the institutions named in the survey stated that they were expected to pay a bribe in the last 12 months (EU average: 4%).

Business surveys. In the 2013 Eurobarometer business survey,
 71% of Czech respondents, the highest percentage in the EU, noted that corruption is a major obstacle for doing business. Patronage and nepotism are noted by 69% of the respondents as obstacles for business, also the highest figure in the EU. National surveys from 2011 suggest that 12.7% of entrepreneurs had experienced a case of corruption,
 and 44% reported having had an opportunity to obtain an advantage in exchange for a bribe.
 The World Economic Forum's Global Competitiveness Report 2013-14 indicates that in the Czech Republic, corruption is the most problematic factor for doing business.
 This worldwide competitiveness survey ranks the Czech Republic 46th out of 152 countries.
Background issues
Private sector. The Czech Republic fully transposed Framework Decision 2003/568/JHA on combating corruption in the private sector.
 In 2013, the OECD Working Group on Bribery considered that foreign bribery enforcement could be much enhanced by engaging with key actors including representatives of the private sector, and raised concerns about the lack of awareness among them of the foreign bribery offence. 
 The Czech Republic has yet to record an indictment for foreign bribery. Two investigations are ongoing, and one could not be prosecuted due to the absence of rules for the liability of legal persons at the time of the offence.
Parliamentary immunities. A previously burdensome obstacle for successful prosecution of high level bribery has now been partially removed.
 According to the previous wording of the Constitution of the Czech Republic,
 Members of Parliament enjoyed unlimited immunity against criminal proceedings unless the relevant chamber of Parliament voted to waive the immunity of the member in question. If the respective chamber did not waive the immunity, MPs were protected from criminal prosecution for life.
 After several years of discussions in the Parliament, an amendment to the Constitution limited the immunity to the term of the office. Under the amended provision of the Constitution, criminal proceedings may start when an MP loses office, even if the parliamentary chamber had not lifted the immunity.
Whistleblowing. Labour legislation provides general protection against arbitrary dismissal and discrimination of employees but does not include specific protection of whistleblowers.
 The Ethical Code adopted by the government in 2012
 includes an obligation to report corruption to management or to law enforcement bodies, but it does not provide for the protection of whistleblowers. The OECD Working Group on Bribery  reported in 2013 that the Czech authorities had established a working group to strengthen whistleblower protection. This working group suggested amendments to four laws to provide additional protection by implementing non-discrimination principles.
 Recent cases of whistleblowers who exposed illegal practices in public procurement at ministries point to the practical need for such additional guarantees.
Transparency of lobbying. Lobbying is not regulated in the Czech Republic. There is no specific obligation for registration of lobbyists or reporting of contacts between public officials and lobbyists. Practical problems affecting state interests were noted in the annual report of the Czech Security Information Service.

2. Issues in focus
Use of EU funds
The Czech Republic has been allocated EUR 26.7 billion for the 2007-2013 programming period from the EU structural funds. In 2011, the Commission discovered systemic deficiencies in the functioning of the Czech Management and Control System for the implementation of all 14 European Regional Development Fund and Cohesion Fund (ERDF/CF) programmes.
 These deficiencies led the Commission to interrupt payments for all operational programmes (OPs) in March 2012 and to issue an action plan covering five main areas in need of improvement: lack of independence of delegated audit bodies, the functioning of the audit authority, the national system for handling irregularities, management verifications (first-level controls), and administrative capacity.
Several high-ranking officials responsible for the use of EU funds have been investigated for corruption. In the North-West region, the European Commission interrupted payments in 2011 based on audit findings and bribery allegations against the former head of the managing authority, who was sentenced to five years imprisonment for corruption.
 In 2012, the Czech police launched an investigation against the governor of Central Bohemia on charges of corruption. The Commission also interrupted payments to Central Bohemia in 2012.
The Czech Republic succeeded in fulfilling most of the requirements of the Commission action plan, and payments for almost all of the OPs were resumed in October 2012. In relation to Regional Operational Programme (ROP) North-West, a number of corrective measures were introduced in 2012, including financial corrections of approximately 22% of all its expenditure. In addition, payments were stopped fully or partially for another six OPs in March 2013, with further possible financial corrections under discussion. For some programmes, the payments have since been resumed. The causes of deficiencies in the implementation of EU funds include weaknesses in public administration, in the legislation dealing with conflicts of interest, lack of transparency in the ownership of participating companies and bypassing of public procurement legislation.

Given the track record of irregularities leading to the interruption of payments on many occasions, the lack of an independent verification mechanism is an important deficiency in the implementation of EU Funds. The Czech authorities have to put in place effective measures to ensure the independence of the bodies responsible for the implementation of the EU funds, and to tackle the issues agreed under the action plan.
The National Coordination Authority responsible for the implementation of EU funds is established in the Ministry of Regional Development. This ministry has prepared a strategy to combat fraud and corruption in the implementation of ESI funds in 2014–2020. Furthermore, at the national level, the Government Strategy for the Fight against Corruption 2013–2014 has also been prepared and departmental anti-corruption programmes are currently being finalised.
Integrity in public administration
During the European Semester for economic policy coordination, the Commission pointed out that corruption and low operational efficiency in the public administration are perceived as major issues because of the Czech civil service's vulnerability to political influence and weaknesses in the rules regulating it.
 Furthermore, the high rate of fluctuation in the civil service, related to frequent changes in government and lack of guarantees for appointments and dismissals, increases the risk of corruption.

Despite five attempts since 2002 to put in place new legislation, there is no specific legislation for the employment in the public service. While a few provisions of the 2002 bill, for instance on training, entered into force, its full entry into force was postponed for over a decade. The most recent proposal for a Public Servants Act, presented in early 2013, does not adequately address concerns regarding the guarantees for independence and stability of state officials and a well-functioning career system.
 In June 2013 the previous government approved the insertion of several provisions into the bill, aiming for example to establish a state-secretary responsible for human resources in each ministry. This bill, however, was left pending without adoption in Parliament, given the government crisis, which emerged in June 2013 and resulted in dissolution of the Chamber of Deputies in August 2013. After the early elections in October 2013, the political parties forming the new coalition government abandoned the Public Servants Act from 2013, and decided to regulate the legal status of state officials by amending the previously approved, but to a large extent not yet in force, Public Servants Act from 2002. Their amendment bill introduced in December 2013 is still pending in the Chamber of Deputies, together with competing amendment bill approved by the interim government. 
GRECO reported that no specific measures are in place to regulate the situation where public officials move to the private sector.
 The Czech Security Information Service reported cases of officials participating in allocating state aid for renewable energy resources who later invested in the same sector.
 The same authority noted in the previous year that the most significant forms of dysfunction of the institutions of the State Administration and Local Government are corruption, referring to clientelistic ties built to achieve the desired benefit.

The Act on Conflicts of Interest adopted in 2006 covers disclosure of interests and assets, and rules on conflicts of interest of high-level elected and appointed officials.
 It does not apply to civil servants in general; their conflicts of interest would be regulated by the Public Servants Act not yet in force.
 Those public officials who fall into one of the categories defined by the act are required to submit annual disclosures of financial liabilities and of changes in real-estate ownership, ownership of expensive items, securities, ownership shares in companies, and expensive gifts received while in the office. The disclosures are archived and available from the relevant authority. There is no verification procedure, but public concerns have been raised by a certain number of incorrect disclosures. Non-compliance with the disclosure rules is an administrative offence. Complete statistical data on decisions are not available. According to research, the administrative authorities do not impose deterrent penalties. The most severe fine for breaching disclosure rules corresponds to the equivalent of EUR 150.

Public procurement 
Public works, goods and services in the Czech Republic account for 26% of the GDP. The value of calls for tender published in the Official Journal of the European Union as a percentage of total expenditure on public works, goods and services was 17% in 2007 and 21.5% in 2010.

Information on public tenders is centralised in the Journal of Public Tenders and available online.
 The oversight of public tenders is carried out by the Office for the Protection of Competition (UOHS). The Office reported in 2012 that the most common irregularities identified concerned discriminatory and non-transparent conditions for bidders.

According to the 2013 Eurobarometer business survey, 77% of respondents consider that corruption is widespread in public procurement at national level and 67% in tenders managed by local authorities.
 In particular, Czech respondents stated that the following practices were widespread: specifications tailor-made for particular companies (73%); abuse of negotiated procedures (47%); conflicts of interests in the evaluation of the bids (60%); collusive bidding (62%); unclear selection or evaluation criteria (53%); involvement of bidders in the design of the specifications (47%); abuse of emergency grounds to avoid competitive procedures (54%); and amendments of contractual terms after conclusion of contract (51%).
 In a 2010 survey by the Association of Small and Medium-sized Enterprises and Crafts, almost one out of three state that paying a commission or a bribe is necessary to obtain a public contract.
 
According to the findings of a research project, 80% of contracts awarded by ministries between 2006 and 2010 were awarded non-publicly or without tender.
 A total of 67% of these purchases took place outside the public procurement information system (PPIS) and 14% were contracts with the same number of tender participants and winners (one in most cases).

In its annual reports, the Czech Security Information Service consistently raised concerns related to public procurement, pointing to undue influence and conflicts of interest in sectors such as energy, railway infrastructure, forestry and postal services. Railway infrastructure and forestry regularly appears as a particularly risk-prone area.
 Some of the practices highlighted included undue influence over the specifications of the contract, subjective and unclear selection criteria and bid rigging. The Service identified irregular and non-transparent negotiations, elements of which frequently included cooperation between the contracting authority and the tenderer for a contract, the award of public contracts without a competitive tender, the modification of the terms and conditions for the benefit of the pre-selected candidates, overestimation of the contract, influencing the members of the evaluation committee, or the award of contracts for useless services.
 The Service repeatedly noted that corrupt practices in public procurement were based on informal, clientelistic structures which could undermine the activities of public authorities.
 A tender for the introduction of an electronic payment system for public transportation in Prague has revealed risk factors in public procurement such as deficiencies in drafting the tender documentation and conflicts of interest involving public officials.

The Czech Republic has made substantial progress by putting in place a modern legal framework on public procurement. In 2012, the substantially amended Public Procurement Act introduced additional transparency and safeguards through stricter rules for publishing tenders and public contracts with the aim of mitigating corruption-related risks
. Furthermore, it established a new category of a ’significant public tender’, which has to be approved by the government or municipal council, and introduced the requirement of at least two bidders. Nevertheless, while the Commission noted some progress at local level, which previously had insufficient administrative capacity to deal with public procurements, it also highlighted the need for providing further assistance in administrative capacity building. Certain difficulties remain in implementing the Act, notably due to insufficient guidance from the UOHS.
 Further increase in the administrative capacity and better guidance would speed up and smooth the public procurement process at local level.
The 2012 Public Procurement Act still allows to some extent the conclusion of public contracts with companies that have anonymous shareholders and does not offer sufficiently strong safeguards against conflicts of interest, since the companies' true owner may remain hidden.
 The 2013 act regulating anonymous paper shares was expected to address this lack of transparency. However, the new civil code effective from 2014 introduces a new form of property ownership with limited transparency, which makes it difficult to establish the ownership of the proceeds from property, including from shares. Provisions of the 2012 Public Procurement Act aimed at increasing transparency were removed by an amendment adopted in 2013.
 These steps seem to go against the proposed changes in anonymous shareholding.

Financing of political parties 

In the Czech Republic, the largest source of political party funding is the state. State subsidies may amount to up to 85% of a party's budget.
 Political parties that receive over a specified percentage of votes or hold at least one seat in Parliament are entitled to state subsidies, which are calculated on the basis of the percentage of votes received and the number of candidates elected, for both parliamentary (national or European Parliament) and municipal elections. Political parties may also be funded from membership fees and donations.
 Certain restrictions apply to sources of private donations. A political party may not 'accept free benefits and gifts' from state entities, state-funded organisations, municipalities (except for the rental of commercial premises), state enterprises and other legal entities in which the state, a state enterprise or municipality has a share of more than 10%, including legal entities which are managed and supervised by the state, charities, other legal entities defined by special regulations, foreign legal entities (except foreign political parties and foundations) and foreign natural persons who do not have permanent residence in the Czech Republic.

Financial statements of political parties must be audited by an external auditor and a copy of the financial statements must be submitted to a parliamentary office which makes them publicly available at its premises, but not online). Some MPs voluntarily publish information on funding from private sources on the website of their party.
Good practice: Voluntary publication of financial data of MPs

Members of Parliament are not subject to the Free Access to Information Act, but one party has chosen to apply it to its members. The code of ethics of this party requires the MPs to inform the public in full about how they fulfil their office, with the exception of disclosing classified information specified by law.

Nevertheless, according to GRECO, the procedures for financing political parties and election campaigns are insufficiently transparent. In 2011, GRECO singled out nine areas of concern,
 including unsatisfactory reporting requirements for campaign expenditure by political parties, the absence of a transparency requirement for the private campaigns of individual candidates (with the exception of presidential candidates, who are required to publish accounts)
 and the absence of a requirement to publish the political parties’ financial statements online. Lack of proper accessibility to party reports is a major stumbling block for transparency: while GRECO commended the amount of information parties are required to keep on record concerning the donations they receive, together with the very low minimum threshold for declarations, but it noted that the documents are hardly accessible in practice, since only one copy is kept in the library. Even more importantly, GRECO noted concerns about the oversight authority, since external checks are carried out by the parliamentarians themselves, namely through the Supervisory Committee of the Chamber of Deputies, which is responsible for scrutinising the use of financial resources of the state.
 The Czech supervision mechanism of party funding is only of formal nature, and is limited to checking whether the declarations have been submitted in due time and in accordance with the criteria set out by law. It is not an effective, independent control mechanism.
In January 2013, the government rejected a legislative draft which had the potential to meet the GRECO recommendations for improving the transparency of party financing. Currently there appears to be no agreement on the preferred model of control over financing of political parties. Two alternative proposals were considered: setting up a new independent oversight authority or broadening the powers of the Supreme Audit Office.
 None of the two proposals received sufficient support to be taken forward. The previous government intended to amend the laws on political parties and on the code of elections, however, given the elections in October 2013, any bill would have to be resubmitted to the new Parliament so as to be adopted.
Prosecution of corruption 
According to a study conducted for the Czech Government by Transparency International, the prosecution of bribery is mainly consistent among the courts. The study noted that most prosecuted cases concerned petty corruption. The prosecution of large scale corruption is relatively rare.
 The prosecuted cases almost all related to corruption of public officials. Prosecution of cases of corruption within in the private sector is very rare (only eight cases in the period 2010-12).

The supervision of investigation of important bribery cases rests largely with the departments of serious economic and financial criminality which have been established in the High Public Prosecutors Office in Prague and Olomouc, as well as in the Supreme Public Prosecutor’s Office. The prosecution service has also designated specialist public prosecutors to handle corruption cases. Supervision of the High Public Prosecutor’s Office is conducted in all cases by Supreme Public Prosecutor's Office.
The OECD Working Group on Bribery expressed its concern that possible political pressures over prosecutorial decisions may indirectly influence investigations and prosecutions.
 According to the law, decisions for dismissal of the head of the Supreme Public Prosecutor's Office do not have to include reasons.
 The Government may remove the Supreme Public Prosecutor from office at the proposal of the Minister of Justice. Instructions by the Supreme Public Prosecutor on procedures and administration of the prosecutor’s offices are binding.

The government replaced the Supreme Public Prosecutor in January 2011. On the proposal of the new Supreme Public Prosecutor, the Minister of Justice appointed a new High Public Prosecutor in Prague in July 2012. Her predecessor had been removed from office on grounds of mismanagement and unprofessional conduct, whose motion had been turned down by the Supreme Administrative Court.
 These two appointments are widely believed to mark an important step in the active fight against corruption in the Czech Republic. Since these appointments, the public prosecution has initiated several important cases at the highest levels of politics and public administration.
In October 2012, the government announced that agreement had been reached to restructure the public prosecution which was formally approved by the government in May 2013. The organisation of the prosecution authority would be simplified; three levels would replace the current four-level-structure (district offices – regional offices – Supreme Prosecution Office). The introduction of a new office for the prosecution of corruption cases, attached to the Supreme Prosecution Office, aims to centralise the prosecution of corruption, which is currently handled by individual offices, and to make it more effective. However, this legislative proposal has been withdrawn.
3.
Future steps
Over the last decade, a strategic framework for fighting corruption has been evolving in the Czech Republic. Persistent problems related to the misuse of public funds, public procurement and other interactions between business and the public sector have been noted, both by EU institutions supervising the use of European financial support and others. Ongoing attempts to put in place legislation on the civil service have not been finalised so far. Perception surveys show that corruption is widely believed to represent a major obstacle to doing business.
The following points require further attention:

· Introducing legislation on the civil service that addresses conflicts of interest, merit-based recruitment and guarantees against arbitrary dismissal. Enhancing stability of the civil service and safeguards against political interference. Introducing integrity programmes in the public service that focus on preventive measures.

· Enhancing capacities, specialisation and training for detection and removal of conflicts of interest within public procurement at all levels. Ensuring effective implementation of the Public Procurement Act. Enhancing transparency of ownership for companies participating in public tenders. Introducing an ex-ante verification mechanism to prevent conflicts of interest and corrupt practices in relation to the European Structural and Investment Funds programmes. Strengthening the independence of all bodies responsible for the implementation of EU funds.

· Disclosing in detail party and electoral campaign expenditure in annual financial reports. Ensuring that financial reports of political parties are easily accessible to the public and establishing effective and impartial supervision of financing of political parties.
· Strengthen the ability of prosecutors to handle corruption cases in an independent manner by reviewing the criteria for nomination of prosecutors, and by pursuing reforms regarding instructions by the executive in individual cases.[image: image2.png]
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