POLICIES FOR CRISIS AND RECOVERY
A Contribution from EAPN Bulgaria on Responding to the Crisis

The crisis is a period of opportunities. How well these opportunities will be used determines where societies will be headed for – sustainable development and recovery or ‘take a short breath’ and then again plunge into the wave of a following crisis. The key point splitting explicitly these two possible trajectories is whether the opportunity will be seized to spotlight the causes for the crisis. If we fail to do this, if the major causes for the crisis remain ‘unknown’, they will not be removed and the same flaws will continue to inform the list of measures to overcome the crisis. In this case the exit from the crisis will have a huge social price and will automatically set off a next crisis caused by the same reasons. The most important civil obligation of NGOs and social movements is not to let that happen. Their only weapon is to make the causes of the crisis public. The intervention of civil society and specifically of NGOs, engaged in poverty and exclusion issues, must identify which initiative/s is going to shape a better awareness of the crisis, and, consequently, a better outline of adequate measures for bailout.   
How the policies pursued have generated the crisis
What is decisive for the choices we make is whether it will be emphasized clearly and explicitly – the crisis results from long term strategy and policies sustained through the last 3 or 4 decades. The main components of that strategy are the following: 
First, the political shaping of “greediness”.  “Deregulations” weakened the borders between “legal” and “illegal” and as a result almost everything becomes “legal”, that is – allowed.   Blurring the borders between what is allowed and what is not allowed strengthens the impact of “greediness”. In this way deregulations reshaped the economies - former normative frameworks were substituted by “greediness”. Although deregulations were promoted as “strengthening of market forces”, in fact they eroded the markets and replaced the market by “greediness” as a driving force of the economic dynamics;
Second, the “shading” of economic life - reducing the “visibility” and transparency of the economies, especially – in the field of the income distribution. The main tools were the generation of reduced and distorted information about economy and the suppression of social research. Small interventions can provoke huge consequences. The small intervention is the distorted financial and accounting reporting. The rules setting up the standards (European standards) for financial and accounting reporting are so flexible and minimized that the entire economy has practically turned into an economy without adequate financial reporting. In Bulgaria Prof Ivan Dushanov wrote an Open letter on this issue, but nobody paid attention.  Production of knowledge is processing of information and when the information is missing, reduced and distorted, the knowledge is also reduced. Additionally, the social research was subjected to strong pressure.
In this way a Ministry of Information was established – informal, invisible, but very effective reduction and control on the information and knowledge – more effective than the Ministry of Orwell. 
Third, blocking the tax system. Tax system operates on the basis of information generated by the system of accountancy. When this information is missing and distorted, the tax system doesn’t work and even works in the opposite direction. 
The problem is not in the fact that the redistribution effect of tax systems was significantly reduced. The major problem is that inefficient (‘deregulated’ and “blurred”) tax systems were not in a position to identify and ‘hook’ the huge and informal cash flow generated by the lack of adequate financial and accounting reporting. Actually, the tax systems organized ‘tax evasion’ and tax abuse on unprecedented scale rather than tax collection. The two major types of tax crimes: evading taxes and VAT frauds scaled up immensely. Thus the tax system allowed and encouraged the huge flows of illicit money to stay invisible and take other roads. 
Forth, the “deregulation” (weakening and distortion of basic rules that are shaping economic activities) was focused on dismantling of labor and social legislation. In this way enormous amounts of money were “free” of social engagements. This “free” money increased the informal torrents of illicit money.
The results from the pursuit of these policies are that the economy as a whole has assumed a non-formal character. The lack of adequate accountancy, statistical information and analyses has placed the whole business ‘in the dark’ and has brought about a drift to criminalization of the business. Particularly affected was the financial sector, especially – the banking sector. Incomplete and fragmented information created a smog that screens the income distribution from the public observation. “Darkness” spread all over the whole process and the income distribution followed the “New York pattern” during the 1960s - when there is a power cut, thefts get underway. 

Accordingly the Report on the World Wealth (2008) reported: In 2006 the millionaires across the world were 10.1 million and they have 40.7 trillion dollars. At least 1/3 of that, i.e. over 10 trillion, is money “saved” on unpaid taxes. They say that in the context of today’s crisis 3 trillion will be needed for the bailout. In the secret shelters of illicit money there are amounts three times bigger, that were accumulated in a criminalized income distribution process.  
The end result of these policies was a continued ‘privatization’, i.e. desocialization and criminalization of the income distribution process. The well-organized, large-scale and ‘criminal’ privatization of public resources affected heavily public finances. When the cash flow was redirected from public budgets to secret private accounts in offshore zones, the destiny of the ‘welfare states’ was decided. The ‘shortage’ of resources for public policies was compensated by budget restrictions and collapse of social policy. Inequalities reached unprecedented scale. So did poverty.  At the same time when the torrents of illicit money were flowing towards the secret bank accounts and off shores, official political efforts were focused on: “financial stabilization”; “reducing deficits of public budgets”; “strengthening the financial macro-framework”; “economic effectiveness”; “competitiveness”; “growth and jobs”; “activating labor markets”; “reducing expenditures for social policies” etc. 
Some call the crisis a kleptastrophe (a combination of the Greek word for theft and catastrophe) and there are quite reasonable grounds for that. Indeed, the policies that have caused the crisis are really kleptastrophic.  The components of the strategy which lead to the crisis are premeditated actions - kleptastrophic policies build on two pillars – “deregulations” and lack of knowledge.  This strategy was a deep and prolonged social engineering.  The current crisis – indeed the kleptastrohe - is unavoidable result of this social engineering.
 
The kleptastrophe begun several decades before 2008. The first important indicator for the crisis was fast increasing of income poverty and income inequalities. The last indicators are the so called “financial” and “economic” crises. 
To avoid the reproduction and prevent the implementation of the kleptastrophic policies as measures for crisis bailout, they should be clearly identified and debated in the broadest public format. It would be a good idea to ask the promoters of these policies and their main performers – financial ministers, to make it clear and explain how all this happened.  Why such tremendous blurring and criminalization of income distribution was organized? Why income distribution was transformed into organized crime? They have to answer because this enormous social engineering produced tragic consequences. 
Income inequalities kill all: Recent research shows that the kleptastrophe has produced monstrous results – it has caused huge damage to the health (mental and physical) and life of millions of people. Let us underline – this research concerns the most developed countries.  According to the researchers the major cause of this damage are inequalities, to be exact- income inequalities. It is namely income inequalities that trigger mental and many other disorders as well as reduction in average life expectancy in countries where inequalities are high. Let us emphasize – damages affect all income groups – both those whose bills went down and those whose bills went up as a result of kleptastrophic policies. In the less developed countries like Bulgaria, the consequences are larger – for instance increased number of underweight new born children and increased cases of tuberculosis – both of them, caused by systematic undernourishment.  
The killing impact of income inequalities was first established by social researchers and has not been given a name yet. We call it ‘sociocide’ – a deliberate erosion of societies, worsening of social relations and life conditions and harming the health of human individuals.  This ‘sociocide’ should be recognized. The recognition of ‘sociocide’ means that the victims of the ‘sociocide’ have the right to be compensated. This means that recovery strategy should decrease income inequalities and reduce poverty.  
The Bulgarian Recovery Plan

EAPN – Bulgaria welcomes the idea of raising the awareness and attention to the social consequences of the “crisis” and the replacement of the Recovery Package by Recovery Plan. However, the Recovery Plan looks quite strange against the background of kleptastrophic policies and the criminalized income distribution process. First, the Plan doesn’t analyze the causes of the crisis. Second, the Plan focuses on the regulation and monitoring of the banking system. The purpose is reasonable.  But this is far from what we expect in terms of efficient and significant action.  
The Plan should not aim at control and alleviated kleptastrophe. We need a turning point and this means elimination of the driving forces of the kleptastrophe. The banking system is only the last link of the kleptastrophe mechanism. The first two links – the ‘busted’ financial reporting standards and the ‘busted’ tax system are more critical drivers of the kleptastrophe.
That is why, first of all - Abolish the Ministry of Information! Stop the torrents of illicit money and close the channels for them. Don’t redistribute incomes – it is enough to normalize the income distribution. The criminal side of income distribution should be eliminated immediately.  Financial reporting and the tax system require the same set of measures as the ones applied to the banking sector. The process of draining public budgets should be ended without further delay and to restore the engine of social cohesion. 
Failing to do so would mean to keep the major components of the kleptastrophe drivers and thus it will inevitably strike again. Then throwing colossal resources to ‘recover’ the economy would only feed up the kleptastrophe mechanism. The money would flow along the same channels and sink as water into the same sands.  
We should ask the question: why the Recovery Plan overlooks the other components of the crisis mechanism? They have been silently neglected, which means they have been preserved – in the Recovery Plan itself.
Without a detailed analysis and revision of financial reporting legislation, the monitoring over its observation and improvement of sanctions on violating the relevant laws and regulations; without comprehensive analysis on the ‘cracks’ in tax systems and legislation, and without adequate measures to prevent and block them, every Recovery Plan would remain just a simulated action.  
Sources of the recovery funds: How well the sources of recovery funds are defined will determine how heavy the social price of the crisis will be and who is going to bear it. Based on that stand, the major sources of recovery funds should be as follows: First, dismantle the mechanism for generating and shut down the illicit money channels through adequate measures. Second, sharp restriction of what economists call the Veblen effect – conspicuous consumption. This effect has reached astonishing dimensions. Per capita there is a huge number of private jets, yachts, palaces, super luxurious cars and too many poor people. Reduction of conspicuous consumption is a major resource for the increase of investments, i.e. generation of new jobs. Just turn part of the yachts into new jobs.      


These two sources will provide a huge and continuous flow of recovery funds. Moreover, this will allow using reserves which are within the economy itself. Thus it will not be necessary to look for other sources. It will not be necessary to increase ‘budget restrictions’, to further reduce the funds for social services and other public expenditure or ‘tighten the belts’ of those that can hardly breathe anyway. 
The governments do not need to boost income ‘redistribution’ and undertake nationalizations. They only have to fulfill their principal obligations – provide ‘normalization’ of economic life and distribution; improve and empower laws; stop the creeping criminalization. 
Supporting the real economy

1. Normalization will pay itself. We have already pointed the key issue – the support for real economy requires solid preparation to prevent the outflow of money through the old channels to new shelters. Moreover, the normalization of economy and income distribution will generate a huge resource – the normalized economy and income distribution will finance recovery. The Recovery Plan does not include such  measures and this predetermines its effects.   
2. The preference of the Recovery Plan for infrastructure is amazing. The Plan looks back to some old reactions and obviously forgets that the time when ‘Der autobahnen bau’ was used as a way to solve social and economic problems is long gone. The irrationality of this idea, however, lies above all in the fact that from the French island Ouessant to the Bulgarian St. Ivan (in the Black Sea) there is one well-known truth – the building and construction industry is the one that widely features corruptive practices and schemes and in many countries precisely this industry has been the primary field of ‚legal’economic activity for mafia structures. It is right here that illicit money channels are particularly large. If someone is skeptic of what we are saying, they could check which industry across Europe features the most important violations and fraud schemes in the absorption of Structural Funds and where the greatest “dirty money” laundry is. Why does the Recovery Plan give emphasis preferably to infrastructure, and building industry, respectively? Do they know what the consequences could be? Including the consequences for the democratic political systems.  
In place of the implicit support to corruptive practices and dubious economic structures, something else could be done. First, the support to real economy should be oriented to key industries and sectors which: a) have great economic importance influencing substantially other industrial sectors; b) have a decisive impact on poverty and inequalities. Among these are industries such as production, transfer and distribution of energy. They affect the operation of the other industries and are the central component of the so-called services of general interest. In addition, (at least in Bulgaria) these are industries of relatively high salary levels and keeping in them good employment rates there is far more important to maintain a better average income level. 
In more general terms, if the industries defined as ‘services of general interest’ get financial support, a major poverty generation factor in all EU countries will be controlled. Especially if support to this part of ‘real economy’ goes along with normal requirements for control over prices (in return to the support provided). So, the measures against the crisis will have a double action – both in support of economy and in action against poverty. By the way, to put an end to the chaos we need to analyze the liberalization and privatization policies of services of general interest. The fruits of these policies (also kleptastrophic) must be brought out of the darkness of ignorance and conspiracy where they are hiding now. 
Another typical branch satisfying the double effect requirement (economic and anti poverty) is agriculture. There is no better option for the eradication of poverty than the production of plentiful and cheap foods. That is why recovery measures should be predominantly directed to ‘opening’ the European funds to a wide circle of producers of agricultural goods. The principle of privileged and selective distribution, which now underlies European funds regulation - both on national and EU level - should be definitely crossed out. Research studies show for example that during the transition in Bulgaria the household’s production of agricultural goods for consumption within the households turned out to be one of the most powerful factors not only for relieving poverty but also, literally speaking, for the survival of large masses of people. Then: let these people have access to the European funds. By producing they will be able to lessen poverty not only for themselves but for other people as well by an increased output to the food market.    
The same proposals are also fully valid regarding self-employment, small and medium-size business. Last but not least – focus on social economy; develop participatory local economies. 
People are not less that the economy 
In distributing recovery funds the following criteria should be applied: reduction of (killing) inequalities; compensations to sociocide victims; support to economy.   This brings us to a simple idea: Make Structural funds face better the social services. 
First, the great harm to the life and health of large groups of people also raises the question about the primary importance of healthcare. The crisis in the health systems, which is further spreading and growing deeper, makes the significance of this issue even bigger. That is why the Structural funds can and must be facing the health system and there is an urgent need to do so. This is particularly true with regard to people with mental diseases, whose number and share has substantially increased due to the adverse effect of income inequalities. The kleptastrophic policy called deinstitutionalization has severely impaired the situation of these people and their families. Deinstitutionalization requires reinstitutionalization, through other types of institutions, though. However, this demands a much greater and sustainable funding. And the Structural funds have to provide this funding.      

Second, a lot of harm has been done to the children – both due to the increased rate of mental illness and deteriorating education. It is astonishing that the entire EU and the mass of experts, throughout a whole year devoted to child poverty, were not able to discern the two major types of damage caused to the children – harming their mental health and distorting the education they get. 
On the basis of these reasons we think that education and health cares should be the core components of an effective recovery strategy. The health care system is under two enormous pressures. First, the pressure of the worsening of health status of increasing parts of the population. This pressure is due to diseases that are socially provoked – by stress (including by income inequalities). The health system cannot cope effectively with such types of diseases and reacts mainly by increasing the amount of medical cares and increasing the prices of medical cares. As result the system becomes more and more expensive. This is a vicious circle. The “marketisation” of the health care system is not a remedy – it only creates additional (second) pressure and strengthens the vicious circle. The health care system itself needs urgent treatment - other types of urgent measures.  
The education system (primary and secondary) in its present state cannot improve in any way the future life chances of poor children and even functions as a powerful generator of future poverty. A similar system is intensifying the problem of intergenerational transfer of poverty instead of solving it. The reasons for that lie in some trends in the educational system left without proper attention, namely: а) strong narrowing (reduction) in the content of knowledge delivered. According to experienced teachers, in Bulgaria children now get a certain scope of educational material 2-3 years later compared to previous years. в) strong territorial differentiation of the access to schools – distance to schools, availability of convenient and reasonable transportation, etc.; c) the education of children as a commitment – both material and as a matter of values, has been entirely reassigned to families, and poor families are not in a position to fulfill it. The end result of these trends is a combination of general decline in education quality and a strong, early and too great social differentiation of education.        
Consequently, it is hard to believe that the political goal to reduce the intergeneration transfer of poverty has been set having serious intentions to really fulfill it. We should rather say the intergeneration transfer of poverty is increasing and intensifying through the functioning of the education system. As these problems are definitely underestimated, the authors of this opinion consider that a well-voiced concern on these educational issues on behalf of the Economic and Social Council would be of invaluable help to the great number of children whose life chances fall under the restrictions created by the educational system.  
Pay for Social Cohesion: Adequate Minimal Income should compensate the people most impaired by the ‘Sociocide’

The measures mentioned above will reduce income inequalities. However, one further step is needed – to create an efficient system helping to maintain adequate minimal income levels. This step is a key pillar of every strategy for recovery and sustainable development. The victims hit hardest as a result of the kleptastrophe have the right to compensation. EAPN Europe emphasizes that the right to adequate income for a dignified life still remains the forgotten ‘relative’ of the ‘triad’ of Active Inclusion. It is inadmissible to maintain minimal income below the official poverty threshold. The lack of adequate income, solidly grounded on rights, enables the governments to instrumentalize welfare options and exercise pressure on people to take employment at the threat of suspending social benefits. Under the present Recovery Plan the economic recession will probably further aggravate this situation because the costs for housing, heating, gas-electricity are rising thus draining the fixed minimum income, even if prices and costs of certain goods and services go down as a result of the recession.  A serious concern is the lack of a transparent method for fixing and revising the adequate income levels including stakeholders as well as bearing to relative criteria, especially the poverty threshold. 
Create an Authentic Labour Market 
It turned out that deregulation was destructive for financial markets. The truth is it is destructive not only for the financial markets. Absolutely the same consequences can be observed on the labor markets as well. What we still call a labor market, which underlies social inclusion strategies and policies, is a ’thing’ quite different from ‘market’ and it is in the same situation as the financial ‘markets’. Labor markets were struck by crisis a lot earlier than financial markets and this was manifested in their inability to work as a social inclusion mechanism. This fact has been deliberately neglected. Now labor markets are far from that state of relations and interactions of participating parties which gives us grounds to call them ‘market’. This market simply reminds us that Arbeit macht frei. But it does not provide a solid basis for successful policies aiming to reduce poverty and improve social inclusion relying on the labour market as an inclusion mechanism.  
The conclusion does not raise any doubts: if there are enough reasons to reconsider the state of financial markets, and in particular, the regulation of these markets, then there are even more grounds to reconsider the state of labor markets from the same point of view.  Consequently, labor markets require undertaking the same measures as the ones applied to financial markets. The following measures could be suggested as particularly suitable to labor markets (Cf. Communication for the Spring European Council. Driving European Recovery): 
- Review of the impact of deregulations (including measures for flexibility, flexicurity, etc.) on the labor market stability and effectiveness as a mechanism for social inclusion and especially on the dynamics of incomes of the employed people; - Review of the impact of rising technological level and more generally – the rising of the “knowledge based economy”, on the inclusive capacity of the labor markets and especially – the capacity to create more jobs; 
- Identify the gaps where EU and national legislations are insufficient or incomplete and propose measures to fill the gaps; 
- Ensure more effective sanctions against labor market wrongdoing through elaboration of an analogue to the Market Abuse Directive (autumn 2009) concerning financial markets. 
Along this line it is important for the anti-poverty organizations to build partnerships with the Trade Unions. 
Pay for Rationality, Pay for Democracy through Participation: 
Kleptastrophic policies are a clear signal for something else as well – deficit of democracy, ‘closed’ political decision-making process and the weakness of participation. Consequently, a key change needed to switch from anti-crisis measures to measures for sustainable development is widening and increasing participation. 
The remedy is to define an extensive list of possible effective practices (concrete forms and methods) of participation in the field of local economic development and to provide adequate funding for these activities. For instance: 

- Participation in the elaboration of participatory public budgets (how public resources are distributed and used). More concretely – the budgets of local public institutions for social services: schools, hospitals, local services for social assistance, local government budget.      

- Participation through civil monitoring of the implementation of public budgets (budget tracking).  There is an elaborated methodology for these exercises. The methodology could be improved and disseminated and training in the field would be a useful step;  

- Participation through participatory poverty assessments (the World Bank developed a relevant methodology); 

- Participation through monitoring of the use of public resources (including Structural funds) at local level; 

- Participation through development of consensual household budgets;  

- Participation through monitoring of local governance (decision making process) and direct participation of poor and excluded people in local governance. 

- Better institutionalisation of the participation in the elaboration of all instruments for social inclusion at national (and other) levels.

- Participation in the elaboration of the system (rules and programs) for distribution (use) of public financial resources and incomes, especially those provided by the EU. This means to influence the rules for distribution of a part of funds (EU and national) in a way that will promote inclusive participatory economy and social economy; 

- Participatory poverty proofing, etc.

All these forms (and many others) and the adequate methodologies have been developed and are more or less known, they are being approbated and should be implemented largely as sustainable systematic practices for participation and creating inclusion.  
Adequate and Accessible Knowledge about the Social World:
Abolish the Nonknowledge Department at the Ministry of Information, because the deepest cause of the crisis is the lack of adequate knowledge. Many people have already noticed the important role played by ignorance, to be more exact – knowledge which is incomplete, distorted, ideology-based, and targeted on narrow group interest. Kleptastrophic policies are ignorance based policies: they have been formed on the basis of ignorance or lack of knowledge; their implementation became possible due to unawareness about the real results - their severe consequences. Therefore, the basis remedy against them is the development of knowledge, especially knowledge created by the so-called social sciences. 
Scientific intervention is required for the following reasons: to identify and reconsider the outdated and pseudo-scientific fundamentals of kleptastrophic policies; to assess their consequences; finally – to outline adequate measures to enhance development and eradicate poverty. So, the major route not simply to recovery but to long-term sustainable growth is the adequate development of social research. But there is something else – the inadequate kleptastrophic policies resume to self-defense through pressing down knowledge. Suppressing knowledge is an essential component of kleptastrophic policies. Preferences to oppress knowledge and especially to put pressure on social sciences can be observed very clearly not only in the countries ‘in transition’ but also in the countries with developed democracies – both in the US and in EU. As the attack for gaining control over science is expanding, 20 Nobel Prize laureates published a joint statement accusing the President Bush administration of misrepresenting scientific knowledge and misleading the public “When scientific knowledge has been found to be in conflict with its political goals, the administration has often manipulated the process through which science enters into its decisions … This has been done by placing people who are professionally unqualified or who have clear conflicts of interest in official posts and on scientific advisory committees; by disbanding existing advisory committees; by censoring and suppressing reports by the government's own scientists; and by simply not seeking independent scientific advice." A subsequent report of scientists says that “the range and scope of manipulation and discrediting science … have been unprecedented”. For instance, according to some ‘scientific’ advisors “the action to reduce the number of scientists comes too late”. In a number of EU member states there is a similar pressure on science. Although the European Commission White Paper pointed that think tanks, for example raise doubts for cognitive distortions under the influence of group interests, yet public organizations for social research are continuously underfunded which can also be observed in the programs for funding scientific research.
This pressure comes back as a boomerang on decision-makers – they find themselves is a situation of high uncertainty due to the lack of adequate knowledge. Risk analyzers are quite definite: “Encountering such uncertainties the experts become too great amateurs.” If the “experts become too great amateurs”, we should not be surprised that the capacity for formulation of effective policies decreases.  That is why the most fundamental measure for beating the crisis is to relieve social sciences from the pressure they experience. It is quite possible and necessary to start with the creation of a long-term research road map and following studies which meet the criteria: 
· specially and directly focused on the causes of poverty and exclusion; 

· promoting post-normal social research by creating the necessary intellectual and value-related alloy through alliances between scientists, NGOs and poor people; 

· developing other forms of participation at local level; 

· looking for possible forms of participation in the elaboration of legislative framework.

In Times of Crisis: Strategic Alliances are critical for the fight against Poverty
Environmental organizations are much more successful than anti-poverty ones. How can we explain that? The answer is quite simple – environmental organizations have three powerful facts in their portfolio: they have identified a significant social issue (risk – social pathology); they have accumulated substantial knowledge and information on that risk; there are sciences creating the required knowledge. Thank to that, environmental organizations are able to compete and even surpass their opponents in terms of knowledge and information. They win in the debates. The anti-poverty organizations are in a more complicated situation: they have identified a fundamental issue but they do not have enough knowledge about it and there are no prosperous sciences to rely on.    
The problem of anti-poverty organization is that they are not competitive in the field of knowledge and cannot successfully compete facing dominating and opposite visions and positions. Anti-poverty organizations have to accept a simple truth – they cannot gain social significance and power (and will be ignored) until they decide to rely on adequate knowledge and information. This predetermines the fate of the problem for which they have been established and which underlies their activity – poverty.  
The conclusion is obvious – an alliance with social sciences is essential. Social scientists themselves get to see more clearly that a new type of science is needed – post-academic (or post-normal), a science where knowledge is created by the joined efforts of researchers and citizens. A civil support for social sciences is necessary in order to downsize the pressure embarked on them - in particular, as regards anti-poverty NGOs, which really need a serious advance of social sciences and should insist on having new research programs in social sciences. 
The alliance between civil dimensions and knowledge rests in the strategy of reducing poverty and exclusion. This alliance has two aspects: civil participation in the creation of knowledge and civil support to social sciences as a system for creating knowledge. 
Long ago I. Kant discovered the importance of informed citizenship. The highest level of civil participation is the participation in the creation of knowledge – this precedes the participation in forming policies. 
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