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1.
Introduction

The phenomenon of corruption as a clearly defined social problem appeared in Bulgaria towards the end of the 1990s. Similarly to Western democracies, the problem of corruption in Bulgaria was first studied and brought to the social agenda by non-governmental actors. Broad corruption awareness campaigns, studies on corruption, and many other initiatives got underway at that time, with the support of the international donor community. Gradually, the anti-corruption agenda pervaded political parties and Governments’ programs while some of its main principles were converted into legislation. In spite of all these achievements, corruption and organised crime were identified by the European Commission as two of the most serious problems in Bulgaria. System reforms, as well as practical results in the fight against corruption and organised crime, were named as conditions for the integration of Bulgaria into the European Union.

Since the end of the 1990s Bulgaria has been included in a number of international surveys measuring corruption. The most well known of them, the Transparency International Corruption Perceptions Index, indicates that after a period of marked improvement between 1998 and 2002, corruption perceptions seem to be stagnating around a relatively moderate level over the last five years (4.0 for 2005). In 2005, Bulgaria ranked 55th out of 158 countries included in the survey. 

The huge interest in the topic of corruption has resulted in numerous surveys not only of experts’ opinion but also of public perceptions. According to data from the Vitosha Research Polling Agency,
 the Bulgarian public perceives corruption as one of the most serious problems in the country. It has always been among the top five social problems, usually taking up fourth or fifth position. In 2004-2005, it grew in importance to become the third most important problem. The overriding concerns of the Bulgarian population were low incomes (first place) and unemployment (second place). The dynamics of these rankings clearly show that Bulgarian society considers corruption one of the most important elements on the country’s political agenda. Expectations related to the countering of corruption tend to rise in the periods of transition from one government to another. A new government usually heightens the priority of the problem and raises the performance standards for the political class. Data from opinion polls covering the 1998-2005 period suggest that public expectations remain unmet. Interestingly, over the last several years, the overall level of corruption victimisation has been dropping, while at the same time the public perceptions of the level of corruption in society practically have not improved. This means that the subjective perceptions reflect people’s ethical assessment of the observed levels of corruption, showing whether observed corruption levels are perceived as too high or normal; i.e. perceptions are a qualitative assessment of the social and moral acceptability of the corruption situation in the country and not a measure of the number of corruption transactions. When citizens believe they live in a highly corrupt environment where corruption not only remains unpunished, but is also perceived as an effective means of solving problems, their own inclination to engage in corrupt practices increases. In Bulgaria, the predominant public perception is that corruption is widespread in all spheres of public life, at all levels of state governance, and among the various occupational groups. Politicians, MPs, ministers, and tax officials have been perceived to be far more corrupt than the other occupational groups. In terms of institutions, customs, courts, and healthcare system have been perceived to be the most corrupt public institutions in Bulgaria.

When asked to explain why they believe that corruption is so widely spread in Bulgaria, most of the respondents included in public opinion surveys tend to rank various economic factors at the top of the list. These include the fast enrichment of those who are in power, compared to the low salaries of civil servants. Additional factors that facilitate this process are the imperfect legislation, the ineffective judicial system, the lack of strict administrative control and, last but not least, the moral crisis in the period of transition. 

In spite of all this interest in corruption, not much has been done to study the phenomenon in its socio-cultural aspects. The present paper is an attempt to study how corruption and anti-corruption are understood on the ‘every day’ level and why the anti-corruption measures implemented up to now have not managed to achieve the initially planned results. By investigating the correspondence/discrepancy between the perceptions of corruption and anti-corruption grounded in the anti-corruption programs and these of the political and administrative decision-makers we are aiming at developing means to optimise corruption prevention.

2.
Data Generation

We decided to start the research on the perceptions, notions and ideas of corruption of the target groups included in the project by selecting two case studies to frame the process of data generation – the privatisation process of Bulgartabac holding and a suspect donation to the party foundation Democracy of the United Democratic Forces (the main right-of-the-centre party during much of the Bulgarian transition). We decided to work with case studies for several reasons. First of all, bearing in mind that corruption has been in the focus of public attention for the last ten years, we wanted to limit the scope of the data we were to generate to a reasonable amount. Secondly, we believe that using the framework of case studies will allow us to generate better quality materials and to avoid general documents including banal, abstract or simply copied perceptions of corruption.

However, it turned out that it was hard to find any good quality cases of corruption that involved all target groups with documented statements, reactions or other written materials. In order to compensate for this, we decided to use other documents that were not directly related to the cases but contained useful information about perceptions of corruption.

Due to specific characteristics of some of the target groups, it was difficult to collect good quality texts from them. While some of them were of pure technical character, others represented some discourses of the public debate on corruption over the last decade.

In general, Bulgarian business has no tradition of involvement in discussions on important pubic issues unless they are directly related to the business’ immediate interests. Even in particular cases when concrete companies’ interests are affected, business actors prefer to limit their comments on corruption to statements in the media. In order to be able to study perceptions of business actors on corruption in greater detail, we also used some general business materials on corruption. 

We also had some serious difficulties in accessing any good quality data from the target group of Police. It proved to be very difficult to obtain any protocols from police investigation on the case of the suspect donation to the Union of Democratic Forces party foundation. It was also difficult to obtain a significant number of police documents that might have relevance to perceptions of corruption. Police officials themselves admit there are not many profound documents that might give an idea for the genuine understanding of police officers about corruption, crime and anticrime/corruption measures. We believe we will be able to compensate for this in the next research stage of face-to-face interviews.   

3.
Analysis, Methodology and Methods

In the first stage of our research we studied selected documents related to the perceptions of corruption of the members of the six target groups included in the project. For that purpose, we applied the method of the qualitative content analysis. We began our investigations by creating a pool of documents that had certain relation to the goals of our study. As a second step, we performed an initial review of all documents collected and selected documents with high level of relevance to the research object. The documents selected were further analysed by the means of the Atlas-ti software.

Codes development

In the process of codes development we tried to keep as close as possible to the ideas embedded in the primary documents. We developed codes at several different levels, depending on their degree of abstraction and the extent they are explicitly stated in the text. The codes identified at the first level cover the most explicit ideas which are usually associated with specific words and phrases. In general, basic meanings of these ideas are widely recognised and uniformly understood in a given society.

The second level codes goes beyond the basic meanings of the concepts, exploring deeper argumentations and perceptions. At this level, perceptions of the different members of a given society might differ significantly. In most of the cases we developed these codes by following different argumentations included in the text. Some codes, we developed at this level, virtually have no connection to ideas or concepts already identified at first level.

The third level of coding includes hidden ideas or concepts that have more abstract character. Often, actors when using different arguments hide deliberately or are not aware of the deeper grounds of their perceptions. It is sometimes, however, difficult to create objectively codes at this level since it is obvious that more than one interpretation is possible. Therefore, we use carefully coding at this level and in some of the cases we give all interpretations that we believe are possible.    

Interpretation 

In the process of interpretation we tried to combine all findings that we have obtained by the means of a qualitative content analysis in a single story that gives information about perceptions of different target groups included in the project. While in the process of coding we restrained ourselves from using our general knowledge of corruption, at this stage we used our contextual understandings to construct the overall situation of corruption in Bulgaria. We did that in order to place in appropriate position our findings so as to be correctly understood.  

4.
Perceptions of Corruption

Case Study I:

Privatisation Procedure of the Bulgarian Tobacco Monopoly – Bulgartabac Holding (BTH), 2002-2006

Bulgartabac Holding (BTH) is a leading tobacco company not only in Bulgaria but also in SEE. The company is state-owned and managed. The holding’s activities include the full circle of cigarette production, from tobacco buying and leaf processing, to manufacturing and export of cigarettes.

Most Bulgarian producers of raw tobacco are ethnic Turks and political supporters of the Movement for Rights and Freedoms (MRF), which is the political party representing Bulgarian ethnic Turks. Therefore the movement has direct political interest for Bulgartabac to remain state-owned in order to retain the political control over its voters. As a partner in the ruling coalitions over the last five years, MRF has been able to exercise such a control mainly through guarantying higher minimum purchase prices for raw tobacco, which are set by the Government. That is why the privatisation of Bulgartabac has been a difficult process that still has not been completed. Several Governments expressed readiness to privatise the tobacco sector. Bulgartabac was first put up for sale by the Union of Democratic Forces (UDF) Government in 1998. Two years later, in July 2000, the Privatisation Agency cancelled the tender and invited new bids. In March 2001, the Agency terminated the privatisation procedure without selecting a buyer.

The parliamentary elections in 2001 were won by Simeon II National Movement (SSNM), which assumed power together with the Movement for Rights and Freedoms (MRF). Days after the electoral victory, the new Minister of the Economy and Vice Prime-Minister Nikolay Vasilev announced that the privatisation of the Bulgartabac Holding (BTH) would be completed by the end of 2001. However, owing to political and economic constraints, the new bidding did not start until the spring of 2002. 

In March 2002 a new privatisation procedure was opened. There were four major candidates to buy the holding. One of them was a consortium that was formed with the help of Deutsche Bank. The other three companies that participated in the tender actually represented one and the same person – Russian businessman Michael Chorny, who had been expelled from the country in 2000 on suspicions for involvement in organised crime.

Possibilities for corruption in the privatisation process were identified and explained by the media in two main directions. First, it was well known that the Economy Minister who was responsible for privatisation of the holding had good relations with some of the Deutsche Bank managers from the time when he had worked in the City of London. Soon after the procedure started, some publications in the media suggested that the Government, and in particular the Deputy PM Vasilev, has a favourite buyer – the Deutsche Bank consortium. Also, the media and society were suspicions of the privatisation of BTH since there had been some previous scandals related to the way the Government managed the holding. Several investigative reports were published in the press in 2001 showing direct relation between the Vice PM Vasielev and Georgy Popov, Executive Director of Bulgartabac and best man at Vasilev's wedding. This made the media conclude that the appointment of Popov as Executive Director was made on the basis of personal connections. In April 2002, the representative of the Russian-Bulgarian company Soyuzkontrakt Tabak, Garegin Gevondyan accused the Executive Director of BTH of asking him for 500,000 dollars at their meeting on April 1, initiated by Popov. The case had nothing to do with the imminent process of privatisation but reinforced the media and public suspicions about the real intentions of the Government as regards the privatisation of BTH.

Secondly, there were suggestions in the media saying that Chorny and the leader of MRF Ahmed Dogan had been friends for a long time and that Chorny had funded his party in the past. Also, Ahmed Dogan and his party had immediate interest for Bulgartabac to be sold to somebody they know and they have influence over, since otherwise they would lose the political control over the Bulgarian ethnic Turks many of whom live on growing tobacco.

In this way, in the very beginning of the privatisation of BTH, the media constructed the procedure as a clash of two powerful coalitions that would use their relations to Government and ruling parties in order to acquire the Bulgarian tobacco monopoly.

The interests of the two coalitions were well defined, and qualitatively different. The Deutsche Bank coalition was interested in purchasing the enterprise with as little future obligations and burdens as possible, with intention to restructure the monopoly and later sell it, or parts of it, to strategic global players from the branch. The Government was interested in being able to sell to an internationally known trade mark, for a good price, at as low a social cost as possible, and to be able to report progress in privatisation to both the internal public and to international financial institutions and players.

The interests of the Chorny coalition were centred on the acquisition of a monopoly position in an important sector of the Bulgarian economy. The desire of both players in this coalition, Chorny and MRF, was to acquire economic rents and opportunities to enhance political influence through the ability to influence a significant number of voters dependent on the monopoly – in short, to purchase political representation.

In July 2002, the final bids were submitted and in August 2002 the Privatisation Agency announced that Deutsche Bank was the winner in the tender. Chorny was not satisfied with this result and appealed the decision of the Agency before the Supreme Administrative Court (SAC).

In October 2002, the three-member SAC panel declared the procedure illegitimate and cancelled the choice of buyer. Two months later, this decision was confirmed by a five-member panel of SAC. At this stage Chorny succeeded to block the deal with Deutsche Bank in court, but not to buy BTH. In February 2003, under the pressure of the Government, the Parliament adopted an amendment to the privatisation law, allowing for specific enterprises to be sold under the direct control of Parliament, which would avoid the control of the SAC. However, after the amendment was passed, the coalition around Chorny responded through several actions, including rallying MPs against the sale, eroding the public support for the Deputy PM Vasilev, and even issuing physical threats to the point man of Deutsche Bank in Bulgaria. Eventually, one year after the start of the procedure, the PA, observing the lack of parliamentary support, stopped the negotiations and soon after the Council of Ministers stopped the procedure. Later on, the Constitutional Court abolished the amendments made to the privatisation law, declaring that the exclusion of judicial control for privatisation procedures does not comply with the Constitution.

4.1
Target Group Politics

In the framework of the case study on privatisation of BTH, we were able to study the politicians’ perceptions of corruption on the basis of protocols from parliamentary sittings on the privatisation law amendments and the president’s veto decree. After failing to sell BTH under the procedure provided in the law, the Government decided to propose to the Parliament to amend the law so that specific enterprises of “national security” importance can be sold under the direct control of the Parliament. This would avoid the control of the Supreme Administrative Court. Parliamentary discussions on the amendments proposed were limited to a great extent to debates on the Government’s performance in the field in privatisation in general, and corruption in the case of the privatisation of BTH in particular.

As a result of a quality content analysis of the protocols, we were able to identify several categories of perceptions amongst politicians that could be connected to the phenomenon of corruption as identified by the respondents.

Political vs. technical privatisation

The different perceptions of corruption in the privatisation process largely correspond to different actors’ perceptions of fair privatisation. The selling of state enterprises in Bulgaria has been long and difficult process. Since the collapse of Communism in 1989, different and quite often contradicting ideas about privatisation have appeared amongst the political elite in the country. One of the major questions has been: who is to make the decision about the final buyer of an enterprise and how? Should the decision be made on the basis of political arguments, where elected bodies have extensive powers to decide not only on the economic and formal parameters of the privatisation offers but also on a number of other issues such as possible consequences for the society as whole? Or should it be based on purely technical and formal considerations, where appointed bodies decide to follow a strict legal procedure.

In the case of BTH, the ruling parties and the Government perceived privatisation largely as a political process where the choice of a buyer should be approved by the parliament. In this way, the responsibility is accepted by political bodies, which is the highest pledge for transparent and fair privatisation. However, this type of political privatisation is limited only to major, structurally significant enterprises with relevance to “national security”.

The opposition parties agreed that privatisation is a political process but only at the level of political philosophy and values and not at the level of political practice. Generally, the legislature is meant to set up the rules that are followed by the executive branch. The argument is that if this principle is violated, this would result in an inadmissible mixture of the executive and legislative branches, an infringement on the division of powers, and lack of transparency and accountability.

Corruptive forms of privatisation

Discussion about existing corruptive forms of privatisation is directly linked to the above mentioned questions of political and technical privatisation. Over the last fifteen years of transition, Governments of the Left, Right and Centre have applied different concepts and methods of privatisation. Usually, each time when a new Government came into power, the privatisation model of the previous rule was pronounced corruptive and ineffective. That was also the case of SSNM (NDSV) Government. In 2001, it took over the power with the promise that it would change the philosophy of the privatisation exercised by former UDF Government. As a result of this claim, a new privatisation law was adopted excluding the possibility for privatisation of state-owned companies without a tender procedure. The previously used method of “negotiations with potential buyers” was completely abandoned. However, according to the UDF, after failing to sell BTH under the new procedure, the Government returned to the philosophy of “negotiations with potential buyers” and indeed proposed a more flexible approach, which allows for politically motivated decisions in privatisation. The argument of ruling parties is that in case of key state-owned companies, the political decision comes to compensate the shortcomings of the strict tender procedure. The example given in this respect is that if the Government had followed strictly the procedure in the Privatisation Law, it would have to sell BTH to a consortium controlled by a person expelled from the country on suspicions for involvement in organised crime.

“National security” (ab)use

According to the ruling coalition, the notion of “national security” should be used not only in case of political threats but also in case of economic coercion. Such an example, in their view, is the privatisation of BTH and several other state-owned monopolies. The legal arguments for such an interpretation are grounded in a document called “Conception for National Security” where the above cited definition of economic threat to “national security” comes from. 

The arguments of opposition parties and the president, who vetoed the amendments of the privatisation law, were that the notions of “national security” and “economic coercion” are not clearly defined in the theory, which allows for broad and vague definitions in practice. It was difficult for the ruling coalition to explain why certain state-owned companies were included in the list to be privatised under the direct control of the Parliament, while many others were not. Another interesting point of the opposition was that “national security” arguments had often been used by Government in the past to avoid procedures provided by law. The most often cited previous example in this respect was the Government’s contract with the British consultancy company Crown Agents. The main subject of the contract, concluded in 2001, was reform of the Bulgarian customs administration. After the contract was signed, it became clear that it can be contested in the court since no tender procedure had been held before that. In order to avoid court attack, the Government (at a closed session) decided to label services included in the contract as national security matter. In such a case, the tender procedure is not required. However, the media managed to obtain and publish the session record, which resulted in a huge public scandal.

Exclusion of judicial control

The crucial moment in the case of the privatisation of BTH is the ruling coalition’s decision to exclude the control of Supreme Administrative Court over privatisation procedures of key state-owned companies. There were several arguments for doing so. First, according to the ruling parties’ representatives, the independent judicial system was unreformed, ineffective and also there were some corrupt magistrates who defended the interests of organised crime. The general idea behind this proposal was that important privatisation deals must be protected from judiciary control since the system was not reliable enough. According to the ruling coalition, the lack of a functioning judicial system kept away serious foreign investors from participation in privatisation. According to the opposition parties, the exclusion of judicial control would result in a drop of investors’ interests, since there would not be judicial protection of their interest when participating in procedures for acquisition of Bulgarian state-owned companies.

Concentration of power in the hands of the Government

During the parliamentary discussions on the draft amendments of the Privatisation Law the opposition parties concluded that if they are passed, this would lead to a mixture of the powers of the executive and the legislative branches. Usually, the Government controls parliamentary majorities since party leaders of the largest Parliamentary forces are also cabinet members. Therefore, if the independent judicial control is excluded, this would lead to exceptional concentration of power in the hands of the Government. The ruling parties however, insisted that the Parliament is a democratic institution where the opposition will have the opportunity to ask questions and in practice to exercise control over the process of privatisation. A contrary argument of the opposition stated that members of Parliament have no competence to decide on technical aspects of privatisation, and that Parliament would not be able to make informed decisions. The opposition further developed its argument saying that when the Parliament approves certain privatisation deals, it would be blindly voting on decisions already taken by the Government. Politicians from the opposition parities also reminded that the real inspiration to amend the law was not the opportunity to increase the transparency and accountability in privatisation process, but an attempt to avoid court control after SAC cancel the choice of the Deutsche Bank consortium as the winner in the BTH tender.

Double standards in privatisation

Another objection of the opposition parties in the Parliament to the amendments of the privatisation law was that the separation of certain enterprises in a list to be privatised under specific conditions created in practice two standards of privatisation: one in which clear economic and market parameters of the privatisation offers would be evaluated by the Privatisation Agency and another one where elected bodies would decide subjectively based on vague political criteria. This would distort competition, as in the second case the crucial factor of success would be existence of good connections with ruling politicians.

Favouritism

In the view of the opposition parties, favouritism is the practice in which, regardless of the existence of certain privatisation procedures, the Government has a preferred buyer and it tries by all means to direct or avoid procedures in order to achieve its end. This concept fully corresponds to the opposition parties’ perception of the real intentions of the Government at that time and the way it was formed. The Simeon the Second National Movement (NDSV) was created only three months before the 2001 general elections by Simeon Saxe-Coburg-Gotha, Bulgaria’s former king, but succeeded in winning most of the votes and forming a Government. A number of young professionals working abroad in well established financial companies were invited to join the Government team. Shortly after the Government was formed, some interpretations appeared in media saying that the real goals of the Government team and the circles around them were to make money through a number of financial manipulations and privatisation deals. These suspicions were later reinforced by governmental policies related to the reorganisation of Bulgarian foreign debt and appointments in state companies.
Corruption as a state policy

There was no doubt for opposition parties in Parliament that the unaccomplished sale of BTH is a typical case of favouritism in which the economic team of the Government  was trying to sell cheaply the company to their former colleagues and friends who work for Western companies. The very fact that the ruling coalition attempted to legalise this vicious model of privatisation, to include Parliament as an important player in it, and to prevent the judiciary from controlling the privatisation procedure of selected state enterprises, gave ground to some opposition MPs’ claims that this was not an incidental case of corruption, but a state policy in which corruption had a central role as a model of governance.      

4.2
Target Group Judiciary

The judiciary was involved in the privatisation of BTH on several occasions. In October and December 2002, SAC heard the case on the decision of PA to sell the holding to Deutsche Bank consortium. The second time when the judiciary was involved in the case was the Constitutional Court case on the amendments made to the privatisation law. In April 2006, some of the amendments were abolished by the court.     

We studied the perceptions of corruption in the legal system on the basis of the court rulings in the two cases mentioned above.

Economically effective privatisation

Over the whole period since the start of privatisation in the mid-1990s, there have been strong perceptions in media and society that privatised enterprises were sold bellow their real price. Such an argument was also used by SAC when it cancelled the decision of PA. The formal reasons for such an interpretation were the following: In August 2002 a new audit report of BTH had been released, according to which, in comparison to the previous year, some positive changes had occurred in the financial condition of the holding. This conclusion had given ground to some of the bidders to ask for improvement of their offers in accordance with the new information. The Privatisation Agency, however, had not granted this request. 

SAC’s decision provoked the general disapproval of the economic team of the Government and brought about a discussion on the court’s powers to decide on economic issues. According to the Government, the court was not to decide on the economic expedience of the deal, but only on its conformity to the law.

Conflict of interest

In December 2002, with its second ruling on the BTH case SAC confirmed what had been decided by the tree-member panel two months earlier. However, the five-member panel found another argument in support of the decision to cancel the deal. According to the judges, there was a conflict of interests in the privatisation procedure since Deutsche Bank had been represented in the procedure by the law firm that a few years earlier had prepared due diligence on the BTH in the framework of another privatisation procedure of the holding. This, in view of SAC judges was in contradiction with the provisions of the law, and PA should not have allowed the law firm to participate in competition.

National security

After the amendments to the privatisation law were passed by Parliament, the President used his constitutional powers of veto on the law. However, Parliament overruled the veto and the President, as well as MPs from the opposition parties in Parliament, approached the Constitutional Court (CC) with a request to abolish the amendments due to non-compliance with the constitution. In April 2003, CC ruled in favour of the President. One of the major arguments for such a decision was the use of the concept of national security in order to exclude judicial control over the privatisation process for specific state-owned enterprises. Constitutional judges pointed out that there was a provision in the constitution saying that citizens and legal persons are free to contest any administrative act which affects them. Exceptions are possible for some cases specifically listed by the laws. However, according to CC, there was no evidence that in the case of privatisation of key state-owned companies national security might be threatened to such a degree so as to justify the exclusion of judicial oversight.

Some of the constitutional judges made reservations about this decision, arguing that it was not clear what the notion “national security” included and that it was within the powers of Parliament to decide on this.   

Infringement on the division of powers

The second argument that gave ground to CC to pronounce the amendments made to privatisation law to be in contradiction with the constitution, was that as a result of these changes the principle of division of power would be violated. According to the constitution, control over the acts of the Government is exercised by the Supreme Administrative Court. The Parliament can not deprive the court of this function.

4.3
Target Group Media

The case of the privatisation of BTH provoked an overwhelming number of media reactions and analyses. The media were the arena where all stakeholders on the case presented their positions and contested those of others. 

Non-transparency, lack of transparency

Lack of transparency is perceived to be a problem not only in itself, but also because it permits the Government or state officials to conceal unfair arrangements. The most obvious example in this respect is the case with the employment contract of Bulgartabac’s Executive Director, Georgi Popov. The Minister of the Economy Nikolay Vasilev refused to announce publicly the amount of his remuneration, but eventually the media published a photocopy of Popov's contract clearly stating the amount of the salary – 75 000 EUR - huge in terms of Bulgarian standards. 

Other examples of non-transparent behaviour on behalf of the Government include some conditions for the privatisation of the state owned Bulgartabac Company that do not provide all candidates in the bid with an equal access to information and fail to provide enough transparency in the procedure for evaluation of the offers submitted. 

Another perception, closely related to the lack of transparency, is the phrase “under the table”, associated with the doubts expressed in the media about possible friendly arrangements in the process of negotiation for the privatisation of Bulgaratabac. 

Favouritism, Friendly connections

The perception behind this group of terms generally refers to different practices of nepotism. A number of examples of “friendly connections” appeared in the media materials on the privatisation of Bulgartabac. Several investigative reports were published showing direct relations between the Vice Prime Minister Nikolay Vasilev and Georgy Popov, Executive Director of Bulgartabac and best man at Vasilev's weeding. This led to the conclusion that the appointment of Popov as Executive Director was made on the basis of personal connections.

In a numbers of media articles, the Government and its separate members were accused or suspected of relations with and acting in favour of one of the candidate-buyers, Tobacco Capital Partners, which at the end won the competition. These suspicions were explained by the close relations of the economic team of the Government with some of the managers of the above mentioned company. Ever after the tender was first issued, it had been clearly stated in the media that the Government had a definite favourite among the candidate buyers. 

Bribe

Bribe, as seen by media, includes the practice of asking bribe or blackmailing rather than a consensus deal with mutual interest of both sides involved. The most often mentioned example in this regard is the bribe-scandal that erupted in April 2002, when the representative of the Russian-Bulgarian company Soyuzkontrakt Tabak, Garegin Gevondyan, accused the Executive Director of Bulgartabac Holding of having asked him for 500,000 dollars at their meeting on April 1, initiated by Popov. The case had nothing to do with the imminent process of privatisation. The money was requested in connection with the forthcoming reforms in the Holding's international partner system. Soyuzkontrakt Tabak wanted exclusive rights as the sole distributor in the Russian market. According to the representative of the Russian-Bulgarian company Gevondyan, Popov set the price for this at 500,000. There followed an immediate and resolute denial by the Ministry of the Economy.

Corruption and games

This perception reflects the two aspects of media coverage of the problem with corruption and the non-transparency of the Bulgartabac deal. The concept of games and corruption was used more in the analyses, commentaries, and investigations of journalists, experts, political observers, and economists. The use of the word “games” obfuscated the message about the suspiciousness of the procedure, of the intentions (false) of the buyers, and the actions of the state institutions during the procedure of privatisation of BTH was implemented. 

Violation of journalistic ethics

This perception describes the behaviour of some media or journalists who demonstrated a certain partiality in their coverage of the topic of the privatisation of BTH. Depending on their political orientation, each tended to aim and reinforce the criticism in a definite direction. This is demonstrated by the fact that the owner of one of the central dailies (Standart), Russian businessman Michael Chorny, was directly involved in the privatisation conflicts, led to serious violations of journalistic ethics. There is an additional implicit meaning related to the violation of journalistic ethics: media plays an important role as a PR instrument in the mechanism of corruption.  

4.4
Target Group Civil Society

There are many non-governmental organisations monitoring and studying corruption in Bulgaria, but there are not many documents or analyses dealing specifically with the privatisation of BTH. In spite of the existing ‘ocean’ of documents on corruption in general, we made a decision to not carry out an exhaustive analysis of all of them. Instead, in order to investigate authentic reactions to corruption we decided to investigate only documents related to the case.

Rules inconsistency

An important perception of corruptive practice in the case of BTH privatisation was the change of rules after the procedure had been started. The change is inadmissible both legally and morally.  The change of rules means that in the future the way of privatising would become unclear, which in its turn would result in a drop of investors’ interests. The price that the Government would have to pay is the perception of the investors that it could be manipulated on any occasion. Such an environment would attract only actors purposefully searching for lack of rules.

Political rent seeking

Another interesting point in NGOs, comments on the privatisation of BTH was the observation of how political rent seeking could block privatisation of key state-owned enterprises. As mentioned above, the Movement for Rights and Freedoms (MRF) is the political party that represents Bulgarian ethnic Turks. Most Bulgarian producers of raw tobacco are ethnic Turks and supporters of MRF. Since 2001, MRF has been a coalition partner in two successive Governments. This position allows the movement to keep economic control over its voters. The raw tobacco minimum purchase prices are set by the Government and the production is purchased by BTH. According to the experts’ opinion, the minimum tobacco purchase prices have always been above the market prices. In practice, using its control over the Government, MRF secures its re-election. However, this happens at the expense of society as whole. All tax payers subsidise tobacco production, which in practice is extra party-financing for MRF since in practice these subsidies buy votes at the elections. According to NGO experts, in election years the budget of Government al “Tobacco” fund increased by 20 to 50 percent.

Corruption in the judiciary

Similarly to some politicians’ opinions, there were also some doubts among NGO actors that SAC’s intervention in the privatisation of BTH was controversial.  There was no deep argumentation in support of this claim. The very fact that the court stopped the sale to internationally recognised foreign investors was perceives as sufficient proof for the existence of political intervention and corruption in the judiciary. This perception corresponds to the common opinion amongst economists and the Government’s economic team that better privatisation in terms of economic effectiveness includes the sale of state-owned companies only to well-established Western companies, rather than to unidentified players with shady reputation.

Conflict of interests

On the other hand, NGO actors acknowledged that there was a conflict of interests in the privatisation of BTH as stated in the second decisions of SAC. The privatisation agency failed to provide convincing enough proof that no conflict of interest or any wrongdoing has occurred in the in the deal with BTH.

4.5
Target Group Economy

During the process of our investigations on the perceptions of corruption among economic actors we did not manage to collect any genuine documents related to the privatisation of BTH that were worth studying. We encountered some materials that can be associated with business perceptions about corruption as seen against the background of BTH privatisation but they were all were published in the media. For these reasons, we had to collect general materials related in one way or another to corruption perception and constructions in everyday life. We based our research to a great extent on the recently published report of the National Association of Small and Medium Enterprises (NASME). The report is entitled ‘Small and Medium Enterprises against Corruption’ and includes extensive surveys and opinions of businessmen on corruption and anti-corruption.

Corruption as a barrier to business

Corruption is perceived by small and medium business not only as a general problem for the public as whole but also as a specific barrier to economic activity. Also, corruption is perceived to be a more serious problem for SMEs than for the large business. Due to their limited financial, administrative and technical resources it is difficult for SMEs to successfully counteract corruption. Corruption in this respect is found in the existence of a number of administrative and bureaucratic regulations that create favourable environment for corruptive practices. Corruption is also possible because of the often changing legislation and the lack of capacity and competence in the state administration for effective enforcement of the laws. All this is the reason for the existence of a non-transparent business environment.

Definitions of corruption

We were able to reconstruct several different definitions of corruption among the representatives of SMEs:

· Power abuse for personal benefit. A form of corruption in which usually civil servants use their positions to pressure citizens and companies in order to obtain money or material gains for personal benefit;

· Corruption as a pressure exercised by the state agencies/local authorities. This type of corruption is similar to the above mentioned type in terms of the pressure exercised. The difference is that in this case state agencies or local authorities exercise pressure in their institutional capacity. Money or other benefits coming from this activity are usually used for realisation of public projects and not for direct personal use. Often business representatives are ‘asked’ to donate money for the organisation of a festival, the construction of a monument, etc. In case they refuse to support these activities, they are subjected to more business inspections, fines, or other sanctions that could be applied by state or local authorities. This practice is justified by the authorities with the fact that state financing for public projects is never enough. It is legitimised by the claim that money is used not for private but for public good.

· Corruption as ‘a way to get things done’. This understanding normalises corruption and explains the phenomenon as deeply routed in the everyday live of society. This is the way in which the system normally functions and nobody can do anything about it. If you need to get things done you have to use corruption;
· Corruption as a deal. In this case corruption is perceived as a negotiated deal in which both sides benefit. This is a voluntary activity of mutual interest and it enjoys a high level of tolerance amongst entrepreneurs;
· Compensatory corruption. This type of corruption comes to compensate for law or administrative shortcomings that create obstacles for the businesses and their activity. In this case, business representatives search for ways (often illegal) to facilitate the problem solving or speed up the procedure. This corruption practice is also voluntarily exercised and enjoys high level of tolerance amongst SME. Business legitimises the existence of this practice with the lack of favourable administrative and regulatory environment for doing business in Bulgaria.
· Hierarchic structure of corruption. This perception among business representatives is related to the existing different levels of corruption activity. The amount of the means subject to corruptive exchange as well as the level of state servants involved in the transaction are determinants for the different levels of corruption.
1. The first level of corruption activity includes exchange of favours. It is more often used in small towns and the damages from such a corruptive behaviour are not as significant as those of other types of corruption. However, this method is sometime used in the interaction with high-profile civil servants or politicians in the framework of procurement biddings or other deals. A specific feature of this form of corruption is the existence of personal relations and communication between the two parties involved.
2. The second level of corruption includes bribing administrative officials. In this case, administrative officials are bribed by business and citizens in exchange for preferential treatment, speeding up the process of delivering certain services, etc.

3. The third level of corruption is related to unfair practices in the public procurement at local and national level.

4. The fourth, and highest, level of corruption as seen by the business representatives comprises forms of corruption in the legislature (adopting of unfair rules in favour of personal or small groups’ interests), the executive and judicial branches.

Strategies to fight corruption

Business representatives admit they are sceptic about the success of the existing measures and strategies to fight corruption. At the same time they have no innovative suggestions for improving the existing measures and strategies. The ideas for fighting corruption that we encountered in the document are largely banal and copied from media or politicians’ statements. Generally, these ideas include:

· a raise of the salaries for civil servants;

· stricter control and higher fines and sanction for those found guilty in corruption;

· organisation of business associations in all economic sectors in order to enhance the personal and emotional motivation of their members to fight against corruption;

· cultivation of a new type of economic and political culture;

· introduction of Codes of Conduct.

“Devaluation” of corruption/anticorruption rhetoric

Another perception of SMEs, which has direct relation to the possible strategies to fight corruption, is that concerning the ‘devaluation’ of corruption and anticorruption rhetoric. Over the last decade an overwhelming number anticorruption campaigns and initiatives have been realised. Their schematic and abstract language and their presence in many spheres of the public live have made the citizens accept corruption as an irreversible feature of their every-day live. The fight against corruption has become a compulsory but banal and meaningless enterprise. In order to avoid this, strategies to fight corruption should be more direct, focusing on specific problems, rather than on abstract and vague ones.

Business interest in corruption exchange

Although not explicitly expressed, there are some perceptions amongst entrepreneurs that business benefits from the existing status quo of corruption exchange. To certain extent this idea is related to above mentioned definition of corruption as “a way to get things done”. In their every-day practice, the businessmen need to get tings done in a timely manner at costs that are as low as possible. Corruption, in this respect, is a familiar and well established mechanism, which creates stability in the interactions between business and the Government. 

Responsibility for the spread of corruption

SME representatives tend to believe that generally the state is responsible for the spread of corruption. This is so, because the state sets up the rules, applies them in the practice and controls their enforcement trough the judicial system. Businesses expect changes to occur from top to bottom. Entrepreneurs are sceptical about the idea of provoking a change in reverse order.

Case study II:

Suspect Donation to a Party Foundation: the Foundation Democracy of the Union of Democratic Forces

In October 2003, the notorious Russian businessman Michael Chorny announced in the media that he had been blackmailed by the former PM Ivan Kostov, and that one of his companies had funded the Union of Democratic Forces’ party foundation Democracy with the amount of 200,000 USD. Chorny was expelled from Bulgaria over suspicions of organised crime involvement during the UDF government (1997-2001) headed by Ivan Kostov. The management of the Democracy Foundation announced they received the money from a company based in Cyprus that had no connection with Michael Chorny.


Several investigative services began proceedings against the Democracy Foundation suspecting money laundering. One month later investigation was completed finding no criminal activity, but the Prosecutor’s office requested an extension of proceeding. These proceedings did not lead to a definite conclusion for more than a year. In November 2004, the Sofia City Court found the former executive director of Democracy Foundation Grozdan Karadzov guilty of libelling Michael Chorny as a criminal, and sentenced him to pay a fine to the amount of 1,000 EUR. In March 2005 a court in Nicosia, Cyprus, ruled that the company that had transferred the money to the Democracy Foundation was not in possession of Michael Chorny. The scandal around the foundation continued lingering on for some time and gradually died out.


This is a brief summary of the main facts of the controversy. It has been chosen for the purposes of the project Crime and Culture because it has the potential to reveal deeply embedded conceptions of (and indeed confusions about) corruption and its harmful effects on public life. The case is of interest for several reasons.


First, party funding and campaign finance was (and to a great extent remains) a poorly regulated area from a legal point of view in Bulgaria. For instance, until 2006 political parties were not required by law to publicly disclose their sources of funding and the amounts of individual donations. The parties had to report donations to the State Audit Office, but this information was not made public by the SAO. Further, until 2004 political parties had the right to collect anonymous donations up to a specific percentage of their total income – this was a straightforward source of abuse. Most importantly, however, the relationship between parties and party foundations is not clearly defined. While political parties face severe restrictions in collecting funds from abroad, party foundations are allowed to do so. Coupled with the fact that there is no strict separation between the activities and the management of parties and foundations, the existence of party foundations in fact is a legal loophole designed to allow the parties to circumvent restrictions on their financing. For instance, in 2005 the Union of Democratic Forces and their right-of-the-centre allies carried out preliminary elections for a common presidential candidate which were funded by a grant from the US Republican Institute to a foundation established specifically for this purpose. This example shows that political party activities could be funded by foundation money, which could be collected with much less restrictions than the restrictions which the parties face. Thus, the case study that we have chosen focuses on a situation which to an extent is structurally corrupted – rules and institutions are designed in such a way as to provide a very low degree of transparency. As we shall see below, some target groups that we study, especially the politicians, are ready to see good reasons for the existence of such a structurally non-transparent situation. In short, this reason is the financial health of the political parties. In democracy, it is often argued, political parties need sufficient funds in order to survive and operate properly. In Bulgaria, in the period 1991-2000 the parties did not enjoy any significant public funding for their routine expenditures which put them under serious pressure. The state was reimbursing some of their electoral costs, but there was no form of direct funding for the operation of parties. In 2000, the political parties started to receive yearly grants proportionately to their representation in the National Assembly. In 2006 (to enter in effect from 2007), the state subsidy for parties was doubled. Despite this introduction of significant public funding, still the political parties rely predominantly on private donations. In the period until 2001, they were relying exclusively on private donations. In a country with a relatively low standard of living and with practically no culture of charity, the political parties are forced to rely on corporate donations and donations from rich individuals. Small donations and membership fees constitute only a tiny fraction of the income of the parties – in fact, only the Bulgarian Socialist Party (BSP) has ever reported any noteworthy income from membership fees. Thus, here we find another structural reason for party dependence on corporations and rich individuals, which has the potential to produce corruption or at least the appearance of corruption.


Secondly, the case study is of special interest because it illuminates the link between party funding, corruption and organised crime. As the previous case study has shown, the Russian-born businessman Michael Chorny did play a serious role in the Bulgarian transition period. His main investment in the country was the purchase of one of the only two mobile operators (during the discussed period of time) – Mobiltel. He was also the owner of the most popular football team in the country – Levski, which ensured his popularity among a large proportion of the fans. Finally, he had significant media interests; most importantly, he was the owner of one of the national dailies ‘Standart’.
 

In 2000, upon Bulgaria’s accession to NATO, Michael Chorny, together with a number of other Russian businessmen residing in Bulgaria, was expelled from the country by the UDF government of Ivan Kostov. The argument that the government used was that they presented a threat to national security: the evidence, the government argued, constituted classified information, which cannot be publicised. The 2000 order for the expulsion of Chorny was signed by the head of the National Security Service (NSS) General Atanas Atanasov. In 2004, this order was quashed by a Sofia court on procedural grounds. However, this did not lead to the rehabilitation of Chorny and the restoration of his right to enter the country – on the contrary, the new chief of the NSS Ivan Chobanov reissued the order, rectifying some of the procedural flaws mentioned by the court, but again relying on classified information and national security considerations. In the meantime, Chorny started civil proceedings for libel against some of the members of the UDF Government and the executive director of Democracy Grozdan Karadzhov. In 2004 the court fined Karadzhov for libel against Chorny, and in 2006 the Court fined the former finance minister Muravey Radev to the amount of 30,000 leva for the same reason. Both of them accused Chorny of being part of international criminal networks and of meddling illegally in Bulgarian politics. As we shall see below, the courts found these accusations unfounded and libellous. 


A further twist to the story adds a report produced in 2000 by the then head of the NSS General Atanasov, which accused senior members of the UDF government, and especially the Minister of Interior Bogomil Bonev, of illegitimate connections with Michael Chorny. More specifically, Bonev was accused of illegitimate lobbying for the financial interests of Michael Chorny and for providing him with “political roof” (protection) from investigation. This report became the reason for the dismissal of Bonev as minister. However, the report was never made officially public. In the 2001 presidential race, UDF candidate Petar Stoyanov showed the front page of the report to the public during a presidential TV debate with Bonev who was also running for the presidency. The exact content of the report was never published, however. (Since we got access to this report, below we summarise some of its main features relevant to this project). Bogomil Bonev started judicial proceedings against general Atanasov, accusing the latter of abuse of powers in the production of the report. A first instance court found general Atanasov guilty of abuse of powers, but an appellate court judgement acquitted him.


All these intricate details of the story are mentioned here in order to illustrate a very specific feature of Bulgarian public discourse on organised crime and corruption. On the one hand, it seems that it is public knowledge that businessmen, such as Chorny, are part of the organised crime and the underworld in general. After all, most of the media (apart from his own newspaper ‘Standart’) treat Chorny either openly as a criminal, or at least as a person whose wealth is of illegitimate origin. Further, there are official documents – such as the order of the NSS expelling Chorny from the country, which are motivated by the threat he presents to Bulgarian national security. People read this as an acknowledgement of the connection between Chorny and the Mafia. On the other hand, however, no independent Bulgarian judicial body has ever established that Chorny is guilty of crime of any sort, not to speak of organised crime. On the contrary, Bulgarian courts have pronounced such allegations libelous. This state of affairs creates a degree of public confusion: people know who the criminals are, but they do not know exactly why they are criminals and what the character of their crimes is. This situation is fertile ground for the creation of myths as to the nature and scale of the spread of crime and corruption in the country.


Most importantly for the purposes of our study, this state of affairs leads to a situation in which different people put radically different content in their conceptions of organised crime and corruption. Most of the time, as the ensuing analysis will demonstrate, there are strategic reasons which lead different actors to stick to a specific conception of crime and corruption. 

Different conceptions of crime and corruption in the case study:

Here we summarise some of the major clashes of understanding of crime and corruption which we encountered in the research. In the next section we will trace how the six different target groups have made and justified their specific choices of conceptions as the Democracy Foundation scandal unfolded.

Legalistic conceptions of corruption v. public-interest-based conceptions

Some of the actors we are going to focus on below believe that corrupt activities take place only when there is infringement of legal rules. As long as officials take decisions within the law, their actions cannot be judged corrupt. Certain authorities, as the courts and the magistrates for instance, are institutionally encouraged to adopt such a narrowly defined legalistic view. Other target groups for our research, however, use much more broadly defined definitions of corruption. Not only violations of rules are considered corrupt, but also official acts which are against the public interest, and serve the interests of individuals or specific groups. Party funding in Bulgaria – as long as it is poorly legally regulated -  provides an arena, where one could encounter not only the clash of these two conceptions of corruption, but also some hybrid forms of the two. Further, actors are not bound to one of these conceptions but may hesitate between the two, and may use them interchangeably according to the situation. For instance, it is often the case that the governmental parties stick to the legalistic conception, while the opposition adopts a public-interest based one. In the period 1997-2001, the government of Prime Minister Ivan Kostov was arguing that one cannot speak of corruption unless it is proven judicially. After a series of anti-corruption campaigns in the country, this attitude was to a large extent replaced by governmental readiness to admit the existence of corruption regardless of court judgements. Talk of the existence of corruption became rampant, especially after the establishment in 2000 of a coalition of NGOs, called Coalition 2000. This organisation changed public discourse dramatically, and practically disseminated widely a public-interest based conception of corruption. The problem with this definition of corruption is that it is susceptible to radically different interpretations, depending on the views of the (political) actor about the public good and the specific threats it faces.

Party funding is corrupt when foreign money enters domestic politics

One of the interpretations of the Foundation Democracy scandal relies on the foreign source of funding. On the one hand, it was mentioned in the beginning that party funding from abroad is not allowed in Bulgaria, especially when the question is about such sizeable donations (USD 200,000). On the other hand, people may believe that legally allowed or not, foreign funding for politics is illegitimate. Paradoxically, this understanding of corruption was not the predominant one in the case at hand. Neither of the target groups that we focused on was particularly worried about the foreign source of the donation per se. This curious fact may have two alternative explanations. First, Bulgarians are not really worried about foreign intervention in their political life. If such interventions exist, they are not necessarily a threat, but, indeed, in some cases may be beneficial for domestic politics. This was the case in the beginning of the transition period when western political foundations and institutes provided much needed help for the fledging Bulgarian parties (such was arguably the case with the sizeable donation from the Republican Institute for the 1995 preliminary presidential elections of the opposition, for instance). It might be supposed that Bulgarians treat as dangerous foreign donations that come from neighbouring states, such as Turkey for instance, and if they support politically some ethnic minorities. This for sure will be interpreted as a serious threat for national security and as a particularly dangerous form of political corruption. If this is not the case, however, the foreign source of funding per se does not become an issue of serious concern. 

Second, the specific case of Democracy Foundation could be read not so much as a foreign donation, but as a domestic donation channelled through an off-shore account. It is public knowledge that many Bulgarian companies have in Cyprus off-shore subsidiaries or related companies which siphon much of the profits of the mother companies in order to avoid taxes. Thus, one of the leading interpretations of the scandal was that the donation to the foundation came from a Bulgarian firm, which gave it in return for a governmental favour. Indeed, until the end of the scandal it did not transpire why the Cyprus firm gave such a donation to the foundation. Chorny claimed that he gave the donation in order to show that Kostov and the UDF are hypocrites – they took the money from him but argued that he was an international Mafioso. The Foundation claimed that it did not know why it received this sizeable donation – indeed, they argued that they did not know the company which gave it. Ultimately, they argued that they were victims of a set up by Michael Chorny. Some politicians asserted that the donation was given as a kickback by Michael Chorny to the Kostov’s government in return for favours regarding the licensing of Mobiltel, etc. Neither of these versions was conclusively proven at the end of the affair.

Party funding is corrupt when used by organised crime for money laundering

This interpretation of the harm of corruption relies on the link between party funding and criminal money. This was the version which the prosecutors and the security services investigated and did not manage to prove. This is an understanding of corruption which is consensual in Bulgarian society – virtually all studied groups acknowledge the danger this form of corruption presents, although they disagree about its extent and character. However, although there is agreement that involving criminal money in politics is very dangerous, illegitimate, and corrupt, many politicians still nurture the belief that they could put bad money to a good use. Reportedly, the wife of Prime Minister Kostov – Elena Kostova - used very similar words in justification of the rather indiscriminate fund-raising strategies employed by the foundations around the UDF. In all fairness, it is not the UDF alone that has collected money for illegitimate and suspicious sources. As it was said above, Bulgarian parties have never disclosed publicly the names of their donors. Further, Bulgarian parties have never “black listed” donors, which the public suspects of links with the underworld. The only attempt to date to “black list” suspicious donors was made by Nadezhda Mihaylova from the UDF, who dismissed the party candidate for mayor of Sofia in 2004 upon the revelation that he negotiated funding from a notorious gambling boss and owner of the other major football club – Bozhkov, known under the nickname “the Skull”. Thus, here we encounter a case of institutional hypocrisy. On the one hand, parties acknowledge the dangers of criminal funding. On the other, they do not take active measures to curb such funding, and even they tacitly believe that they could use criminal money for a good cause.

Party funding is corrupt when money is used not for the party but for the party leaders

Not only the sources of funding may explain the corrupt character of party financing, but also the use the funds are put to once they are collected. It is a common belief that real corruption takes place only when the leaders of the party use funds for their personal gain. Further, many believe that the political parties in Bulgaria operate under such conditions, that they are forced to break the rules and to resort to illegitimate sources of funding. As we shall see, many politicians and some people in the NGO sector hold similar views. Yet, it is very difficult to establish where the line between party use of funds and private gain lies in political financing in Bulgaria. For instance, political foundations and their activities are not monitored by the State Audit Office as the activities of political parties. In fact, it is very difficult to verify independently for what purpose the money collected by party foundations is used. Thus, one of the main arguments justifying illegitimate financing rings hollow despite its popularity. Nevertheless, as we shall see, this argument was put to work by some actors in the Chorny party funding scandal.  
Corrupt party financing through governmental extortion, control of smuggling channels, circles of friends, etc

In the studied period, Bulgarian media were rife with information about attempts by governmental officials and ruling party members to extort money from enterprises, be them private or public. Another popular story of corruption concerned the alleged control by ruling parties over smuggling channels, inherited by the communist regime. It was a popular tabloid accusation that there were „briefcases full of money“ travelling every day from the customs to the headquarters of the ruling parties. Finally, the governments of the socialist Videnov (1994-1996) and the conservative Kostov (1997-2001) were both accused of developing a clientelistic circles of „friends” or „cousins“, thriving on governmental favours. Similar accusations were levelled against the next government of the tsarist NDSV and especially its coalition partner the ethnic Turkish party – Movement for Rights and Freedoms (MRF).


None of these stories was ever proven in court, however. On the contrary, governments were successful in suing newspapers for libel. For instance, the weekly Kapital – the most influential business media – was successfully sued by members of the Videnov government. 


The common feature of all these three forms of corruption is that the government is the active part in them – it actively seeks corrupt transaction. Further, this is not a typical case of „capture” of government by private business interests. Rather, the government is trying to „capture“ and „control“ private business interests through extortion, abuse of power, or favouritism.


Although these forms of corruption are universally condemned in Bulgaria, there have been attempts to justify some of them at least. For instance, the fledging democratic forces in the beginning of the transition often argued that they have to raise and develop a business class which is sympathetic to their political agenda.
 This was necessary because most of the key positions in the economy were occupied by members of the ex-communist party: this was the case until the mid of the 1990s. The coming to power of the Kostov government in 1997 gave an opportunity to the UDF and its right-of- the-centre allies to attempt to change the situation. One of the legally allowed means for doing so was political patronage – the possibility for the government to appoint managers of publicly owned enterprises, members of the boards of these enterprises, etc. In the beginning of 1997 most of the Bulgarian economy had not been privatised yet, which meant that the opportunities for patronage appointments were enormous.


After the end of the bulk of the privatisation, there was another attempt to publicly justify clientelistic practices in 2005-2006. The MRF developed a curious theory tellingly called circle of firms around the political parties, a circle which provided funding in return for political lobbying and other favours. The leaders of the MRF went as far as to acknowledge that their party was functioning as lobbyist for specific business interests, which sponsored the party. The argument that the MRF developed was that lobbying was not a form of corruption if it was transparent and carried out according to an accepted set of rules. For this purpose, the party introduced a law on lobbying, which attempted to distinguish between corrupt and non corrupt political support for business interests.


All this is relevant for the discussion of the Chorny controversy because many interpreted it as a clientelistic relationship which went sour. Indeed, some argued that Chorny and Mobiltel enjoyed significant political support until 2000. Then, partly because of pressure from NATO partners, partly because of domestic reasons (as the alleged tensions within the UDF government between Kostov, on the one hand, and Bonev, Bakardzhiev and Yordan Tzonev on the other), Chorny became uncomfortable and finally was pronounced as persona non grata.   

Is transparency of party finance sufficient to avoid corruption?

Is it legitimate for a political party to be funded almost exclusively by big business, even if this big business is not connected with organised crime? Curiously, this question does not seem to bother Bulgarian society – as we shall see, none of the key actors in the Chorny party funding scandal, and for that matter in any other scandal, ever considered this question seriously.


On the one hand, it is often argued that there is a strong egalitarian bias in Bulgarian society. This bias finds its expression in some of the features of the regulation of political money as well. For instance, as a rule, political expenditure was limited by law in all of the elections that were held since 1990. There were limits on the amounts of donations for parties and candidates. As it was said, there were also forms of direct public funding, or indirect state support through the provision of free or subsidised air time on the electronic media, etc. All of these measures are meant to equalise in financial terms the chances of the main political players and to reduce the influence of disparities in terms of wealth in politics. Yet, the existence of all these measures has been combined with their almost universal disregard. This is especially true of the restrictions on the sources and amounts of funding, and the limits on electoral expenditure. Public funding was also largely symbolic in the period 1992-2000. As it was mentioned above, the outcome of this situation is that the political parties have started to rely predominantly on large corporate donations. Paradoxically, measures adopted with an egalitarian rationale in mind have ended up enhancing the influence of big money in politics. The paradox is deepened by the fact that no one has noticed this development.


As it will be shown, the Chorny party funding scandal did not raise the issue of the disproportional influence of big money in politics. The concern was focused mostly on the alleged connections with organised crime, foreign funding, etc.

Crime and corruption in party funding as seen by the six target groups 

In this section we are summarising some of the main arguments and conceptions about corruption used by the six target groups under investigation: the politicians, the judges, the police, the Civil Society, the media, and the business.

Politics

Corruption has become a favourite buzzword in Bulgarian political discourse. Politicians use it regularly, although, as it has been argued already, they put different meaning in it. An interesting and revealing document, which exposes most of the notions of corruption circulating in Bulgarian politics, is the letter by UDF politician Edvin Sugarev to ex-PM Ivan Kostov (Letter from 19.04.2005). In this letter Sugarev accuses his former colleague (after 2004 Kostov left the UDF and formed a new party – Democrats for Strong Bulgaria DSB) of a number of corrupt activities, among which the corrupt privatisation of various enterprises, and the corrupt licensing of Mobiltel, the telecom owned by Chorny. Secondly, Sugarev accuses Kostov of favouritism. As he puts it rhetorically, people „do not know the reason for the miraculous prosperity of Slavcho Hristov and the Jankovi brothers“, who were considered Kostov’s associates. Thirdly, Sugarev accuses Kostov of tolerating smuggling channels: people do not know „the reason for the complete untouchability of smugglers from the calibre of Samokovetsa“ (one of the notorious Bulgarian smugglers, who was assassinated in the Netherlands in 2003). Finally, Sugarev accuses Kostov of a third type of corruption – the creation of a strictly hierarchical party structure, which concentrates power in the hands of the wrong people. These wrong people, Bakurdzhiev, Tzonev, Chamurdzhiev, etc -  were Kostov’s senior party fellows, occupying important positions both in the party and the UDF government.


As to the specific case with the foundation Democracy Sugarev argues that there is no other reason for a businessman like Chorny to give such a sizeable donation to a party but as a kickback for a corrupt favour. Sugarev directly states that this favour is the permission by the government for Chorny to buy the telecom, as well as a number of other favours afterwards. Further, Sugarev alleges that the political foundations of the UDF have used extortion vis-à-vis state owned enterprises.


Sugarev’s letter is interesting not because we believe its the most authoritative interpretation of the scandal. This is not the case. Sugarev himself has a dubious reputation in Bulgarian politics, partly of a Quixotic hero, partly of much less appealing fiction characters. The importance of this letter is twofold. Firstly, it proves that not only the left-wing political opponents of Kostov made such allegations, but that many people from the right-wing, and even former Kostov’s party fellows and associated made these accusations. Secondly, Sugarev’s accusations reflected to a large extent what the public thought in the Democracy scandal. Kostov became the most hated politician in Bulgaria, which was demonstrated by his approval ratings. Curiously, a majority of the people believed that he was the richest politician – something which was obviously untrue, since Simeon Saxcobburggotski (another Bulgarian PM and ex-tzar) restituted property for more than 200 million euro.      


Kostov himself was adamant that he did not know the origin of the USD 200,000 donation – he made this clear in all his statements on the scandal. His version was that Chorny was trying to set him up. Kostov and the foundation people further maintained that they had informed the relevant authorities (financial intelligence) for the donation, and that there had been no signal from these authorities that the donation was suspect.


Our purpose here is not to determine who was right – the truth is, that none of Sugarev’s allegations have been authoritatively proven. Nevertheless, Ivan Kostov – one of the heroes of the Bulgarian transition, the person who managed to stabilise the country after the severe financial crisis of 1996-1997, became in the mind of a majority of the people a symbol of political corruption. This fact had important repercussions in Bulgarian politics. The scandal with the donation was a final stage in this process of public denigration, which started in 1999-2000. The first outcome was the fall of the UDF from power and the advent of the ex-tsar on the political stage. The second element was the disintegration of the Bulgarian right-of-the-centre political parties. The crisis into which they entered is still raging in full swing.


The pervasive use of corruption allegations in political discourse has become a permanent feature of Bulgarian politics. One of the outcomes of this process is the impossibility of a governing party to win a second mandate. In 1997 Kostov’s UDF won a landslide victory and gained absolute majority in Parliament. In 2001 the ex-tsar almost wiped the other parties out of the political stage. In 2005, the tsarist NDSV lost the elections, but formed a grand coalition with the winning Socialist – still, the NDSV is currently on the verge of political extinction. 


A second outcome of the widespread corruption discourse in political life has been the attempt of certain political parties to ‘normalise’ corruption.  The most noteworthy such attempt was made by the leader of the DPS Ahmed Dogan, who in a party convention speech (spring 2006) argued that forming circles of firms around the parties, which rely on their political favours, is the normal course of politics. Not only that, this leader suggested that if these circles are transparent, this is the best way to fight the oligarchy. Below we cite a graphic passage from Dogan’s speech: 

For less than a year, the hoop has proven itself to be quite ingenuous as a political cliché because it is now extrapolated over all spheres of social life. For example, about a week ago I happened to read a newspaper story about the hoops surrounding the nominations in the Miss Bulgaria and Miss World beauty contests.

In Bulgaria, “the hoop” came into existence some five or six years ago in order to counteract two major reasons.

The first one is related to the emergence of an adequate counterpoint to the oligarchic attitudes in the political life of the country.

The second one is the result of the overcoming of the fatigue from the long waiting for the so-called “strategic investors” and mainly the understanding of the sacred truth that “God helps only those who help themselves”.

As a rule, the oligarchy represents financially powerful businessmen of the day who turn part of the legislative, executive and judiciary power into a function of theirs. Some of them even boast openly that they had informal parliamentary groups.

Of course, they oppose any clear and precise rules because their most nourishing environment can be found in the “troubled waters” and the administrative chaos in the country. The main principle of the oligarchy is to introduce “its own people” at all levels of government because it constantly needs support for speculative transactions and legitimisation of capital, as well as for activities related with the gray sector. 

The oligarchy is as old as public power, yet it knows no other approach but bribery and attempts at “controlling” certain power resources through men of straw.

Unlike the oligarchy, “the hoop” as a format and structure emerges and develops together with the democratic (open) society, the market economy and the competition there. The most important driver of motivation in the case of “the hoop” is the effective investment activity, especially in its innovative strategy.

In this case, the activity is shared and builds on mutual benefit. Consequently, the subject of accountability is the collective personality shaped in the interaction and interdependence of business and politics.

There is no need of corruption schemes, speculative transactions or tax evasion here. For each respectful hoop has sufficient resources and typically operates in the limelight.

Furthermore, the problem lies not any more in the market of capital but the market of ideas: if, for instance, you have gained investment capital, there is no guarantee that you will identify an efficient project. But if you have an innovative idea as a project with clear market development projections, the way ahead of you is open. 

Of course, the crucial question hovering in the air in connection with “the hoop” is who gets what for the right to take part in it.

The answer is clear: each should get enough within the framework of the law and in accordance with the activity performed. For there is no free lunch in the conditions of a market economy.

For each investment project implemented in a specific region a politician gains approval, trust and influence… I do not know anybody who had those qualities and died of starvation! It is sometimes sufficient only “to weave a whip of sunbeams”, as the poet put it.
Dogan’s ideas came under severe public criticism, and the DPS had to ultimately abandon this course of ‘normalisation’ of clientelism. The argument suggested in this passage is that the only difference between oligarchy and legitimate party-business relationships is the lack of transparency in the former. The negative reaction to these ideas demonstrated that Bulgarian society is not ready to tolerated open and transparent clientelism. This is an indication that Bulgarians believe in a specific ‘public interest’ conception of politics, according to which political parties have to defend the interests of all. This conception should be contrasted with the pluralist views of politics, according to which parties defend the interests of specific groups (Madison, Federalist 10, on the importance of factions in society.) 


Finally, when we discuss the responses of the Bulgarian politicians to the scandal we have to mention the legislative reaction. First, as it was said above, the law on political financing was changed. There were two important amendments: first, disclosure of the donors was introduced, and, second, the public subsidy for political parties was doubled. The argument for the second was that in this way parties would have to rely less on big business: unfortunately, the new measures do not eliminate, but rather strengthen the „etatisation“of parties, and their alienation for the average citizen.


Further, Ivan Kostov’s new party (DSB) was one of the first parties to adopt a detailed set of rules on party financing – this was a result which must be explained at least partly with the effect of the scandal. The most important measure in the rules was a requirement for reporting to the party leadership of all sizeable donations for approval. 

Judiciary

The contrast between the discourse on corruption of the judiciary and the politicians is really stark. All of the judgements that we studied in relation to the Democracy foundation scandal find the allegations against Michael Chorny libellous. It is interesting that despite the gravity of the allegations and accusations against both Chorny and Kostov, there was ultimately no criminal trial directly related to the case. In a series of civil trials, Chorny sued successfully the executive director of the Foundation Grozdan Karadzov and the Minister of Finance in the Kostov government Muravey Radev. In an interview in 2003, Radev argued that Chorny was organising campaigns to discredit UDF, that he figured in the lists of international money launderers, and that he was engaged in a fraudulent scheme with the Central Cooperative Bank. The court found all of these statements unfounded and granted BGN 30,000 as damages for the libel. (Earlier on, in a similar judgement, Grozdan Karadzov was obliged to pay to Chorny BGN 2,000. The court found no proven crimes perpetrated by Chorny; further, according to the judges there was no evidence that Chorny had been expelled from other country, as well as there was no evidence that he was under investigation in Israel. Finally, Karadzov had to pay damages for the insult he used – he called Chorny a „scoundrel“.) 


Simultaneously, the judges rejected an action by Muravey Radev against Chorny, accusing the Russian also of libel. In a 2003 interview, Chorny said that he had been harassed to give money to the UDF on behalf of Kostov and his finance minister. The amount asked was USD 5,000,000. The threat was that the license of the telecom Mobiltel would be withheld if the money was not given.


Thus, the judicial judgements did not confirm or reject any of the leading interpretations advanced by the politicians in relation to the case. On the one hand, it was not proven judicially that the whole scandal was a set up by Chorny to denigrate the UDF. On the other hand, it was not proven that Kostov and the UDF had taken part in criminal activities of any sort.


This is stark mismatch between judicial and political discourse on corruption is one of the important features of Bulgarian transition, It is no surprise that the most serious criticism levelled by the Commission in the pre-accession monitoring reports was against the judicial system, which did not deliver „enough“ judgements against corrupt politicians and officials. The EU Commission never considered seriously another possible explanation for the mismatch between the political and judicial discourse: the inflation of corruption allegations by the politicians. 

The Police and the Prosecutors

It was difficult to obtain official reports on the police investigation in the Chorny affair. In terms of documents, what is clear is that the Foundation had reported the USD 200,000 donation to the financial intelligence services, which had not indicated any potential problem. After the scandal broke out in 2003, three investigative services began proceedings. These proceedings finished within a month with no finding of any wrong doing. The prosecutorial office was unhappy with this finding and ordered continuation of the proceedings. Ultimately, the authorities of Cyprus were asked whether the company which made the donation was owned by Chorny. After a few years, the response came that Chorny formally was not the owner of the company. This put an end of the formal investigation. In the course of the investigation, Ivan Kostov, Karadzov and others were invited for interviews with investigators. Michael Chorny submitted written statements. The content of these statements was published in the press – much of it was already presented here and analysed.


Therefore, we are going to focus in this section on the analysis of a different document, which is quite telling of the approach of the police and security services to the problems of corruption and organised crime. This is a report on the conditions, environment and the forms of corruption among the high echelons of power. This was a report produced by the head of the National Security Service, which discussed the alleged relationships among senior members of the Kostov cabinet with organised crime and Corny in particular. First, this report directly states that organised crime in Bulgaria was headed at the time by Corny, together with Kyulev and Grashnov, all of whom had taken the lead from the notorious Multigroup. The report further states what the features of Mafia business in Bulgaria were:

· merging of legal and illegal business;

· strategic penetration of government;

· quick return of capital.

Further, the report states that Mafia is organised through the:

· formation of „circles of friends“ or clientelistic groups;

· discreet influence over the media;

· political protection from investigation;

· style of life which disregards public opinion.

The analytical part of the report went on by mentioning that the reasons for the appearance of the Mafia structures were the privatisation and the administrative reform. (Which is a rather curious analysis on its own, revelling mostly the suspicion with which the services treated the most important reforms in the country).


The second part of the report is a very detailed biography of Chorny and others, as well as an account of alleged links between Chorny and members of the Kostov government, particularly the Minister of Interior Bogomil Bonev. The allegations are gain very serious. Bonev and other government and party members are accused of protecting the business interest of the Russian businessman, and of receiving kickbacks (monetary and otherwise) from him in return. The conclusions that the report draws are the following:

· Corruption in „a deeper sense of this phenomenon“ had reached a circle of people at the highest level of executive power;

· The Ministry of Interior (headed by Bonev) had not prevented this infiltration;

· The Chorny business group had gained the status of the most powerful, overshadowing Multigrup of Ilia Pavlov.

This report became the reason for the sacking of the Minister of Interior Bonev by Kostov in 2000. Later on, as it was already mentioned, this report was used in the presidential campaign of 2001 as a weapon against Bonev, who was running in these elections.   

Media

The media covered the whole scandal in a very detailed fashion. Several types of materials appeared. First, this was interviews with the people involved in the scandal: Chorny, his attorneys, Kostov, Karadzov, etc. Secondly, there were commentaries on the affair by analysts, investigative journalists, etc. Thirdly, there were background materials on Chorny and others alleged Mafiosi. Finally, Representatives of the authorities were interviewed or made statements in the press. 


As a general comment, it should be said that the beginning of the scandal was covered extensively, but its end cannot be really traced: from the perspective of the media the scandal remained unresolved. Indeed, most of the media reported the Cyprus court decision, according to which the formal owner of the company which made the donation was not Chorny. But, interestingly, there was no analysis of this fact, neither was there any authoritative pronouncement as to who was right and who was wrong in the whole story. In short, the media were not interested anymore in a dying scandal.


There was one media – the newspaper „Standart“ – which was heavily biased in favour of its owner (Chorny). The newspaper defended the Russian businessman consistently: it argued against his expulsion from the country, it run extensively the interpretation of Chorny of the Foundation Affair, and it reported in a very detailed way all court verdicts which Chorny won against Karadzhov and Radev. Finally, when a Sofia court annulled the order by means of which Chorny was expelled from the country, Standart triumphantly heralded that Chorny had been expelled without good reasons.


Most active criticism against Kostov and the Foundation Democracy was raised by the biggest daily in Bulgaria – Trud. Trud first published the story and then provided a very detailed coverage of it. The newspaper continued to publish materials on the story even when the other media started to ignore it. In general, in the autumn of 2003 Trud published most articles on corruption in comparison with other media.


In the ensuing analysis we focus on media articles which provide an interesting angle to the discussed topic. Thus, in the Monitor daily (November 2003), an author argues that “Bulgarians demand social justice in corruption.” People are not against corruption per se, but do not want to be excluded from corrupt deals, so that the benefits of these deals elude them. A publication in the daily 24 Hours of the same period describes the scheme of financing political parties through smuggling channels: as a rule, money has been given directly to the leader of the party or the second man in the organisation. According to the author such people in the UDF have been Biserov and Bakurdzhiev. Further, the author maintains that ruling party have resorted openly to racket – extortion of funds from state owned enterprises.


An indicative material was published by Trud in November 2003. The author of this material attempts to explain the character of corrupt party funding in Bulgaria during the Kostov government. One of the allegations made in this article is that the donation comes from a Bulgarian firm which avoided illegally VAT enjoying protection against investigation.


In general, the media discourse on corruption in the Chorny scandal is very similar to the discourse of the politicians and the police. Open allegations of grand scale corruption are predominant. Very rarely journalists make a sincere effort to verify their sources, to report the interpretation of the accused politician, etc – therefore, the standards of investigative journalism were never met. 

Civil Society

The discourse on corruption of civil society representatives – mainly the NGOs – was by far the most sophisticated one of all six target groups. Often, comments and analysis coming from this quarter of society attempted to go beyond the run-of-the-mill guesswork and the circulation of unsubstantiated versions of the story as applied by the media and the politicians. Before we offer an example of such an analysis, it must be said that civil society is treated very narrowly in Bulgaria in relation to the fight against corruption. Usually, what is meant by civil society is think tanks, institutes, research centres and activist organisations. Many of these were gathered together under a huge umbrella called Coalition 2000 for the purpose of co-ordinated anti-corruption efforts. However, civil society usually is not taken to include business associations and trade-unions when it comes to the fight against corruption – the latter have been generally rather passive.


One of the organisations which is most involved in anti-corruption projects is the predominantly USAID funded Centre for the Study of Democracy. This organisation publishes annual reports on the spread of corruption in Bulgaria, reports based on perception studies. The methodology used by CSD is rather sophisticated. In general, their results are in line with the findings of international indexes such as the Corruption Perception Index. This was especially true for the period of 2000-2003. For the ensuing years, their reports have failed to indicate the level of improvement of the corruption situation in the country, which was registered by means of these international tools. (See below.) 


A member of the NGO community – Krasen Stanchev – who is the head of an economic think-tank advanced an explanation for the scandal (Economic Policy Review, October, 2003). According to him parties in Bulgaria were obliged to resort to illicit money since they had no sufficient sources of funding. Stanchev tried to calculate roughly the cost of politics and on the basis of this calculation he argued for a revision of the rules on financing.


It is true that no one in Bulgaria has managed to calculate the real cost of politics – either for elections or routine party politics. On the basis of insufficient information it is difficult to make authoritative conclusion about the necessary levels of state subsidies, the level of restrictions on expenditure, etc.

Economy

The most surprising feature of business discourse on corruption is its virtual absence. There were no statements of business associations regarding the Democracy Foundation scandal. The only businessman actively taking part in the discussion was Corny himself. This is to an extent understandable – no company wanted to be associated with the topic of corruption. But the lack of comments and indeed protest is very troubling. It indicates a lack of involvement by the business community in the anti-corruption effort. And indeed, business associations have not taken part in the anti-corruption campaigns in the country. Despite various claims by organisations such as the World Bank that corruption is detrimental for the economy, business representatives have not been active players in the fight against this problem.


The explanation for this paradox is not apparent. One possible explanation is that business leaders are afraid to speak openly against governments since they will have to work with them afterwards. Another explanation is that business leaders do profit from corruption and are not willing to dismantle relationships which are profitable for them.


There is another paradox regarding the perceptions of the business community of corruption. On the one hand, as it was said in the beginning, talk of corruption is rampant in Bulgaria. However, if you look at indices composed on the basis of questions asked to the business community – such as the TI Corruption Perception Index and the BEEPS surveys of the World Bank – Bulgaria has experienced steady progress in the reduction of corruption since 1998. In fact, According to the study of the WB Anticorruption in Transition III Bulgaria is among the countries in which corruption has been reduced most rapidly. According to TI CPI, Bulgaria is already ahead of some of the EU members, such as Poland, and in the same neighbourhood as most of the other Central European States (apart from Estonia). Some of the old EU member states, such as Greece and other Southern European countries, are not far ahead. What could be the explanation for this disparity between popular perceptions of corruption, and the business community perceptions?   

5.
Conclusions

What privatisation?

Privatisation of BTH gave us a good opportunity to study why social actors opt for corruption, or practices considered to be corruptive. For better understanding of different actors’ behaviour, we should look at the wider context, in which the privatisation of BTH took place. On the one hand, since the end of the 1990s, there has been persistent external pressure over the Governments to introduce packages of anticorruption measures in the legislation and transparent procedures in the government policies. On the other hand, external actors expected that these procedures should produce the best outcome in terms of public interest. The government of the former Bulgarian king came into power in 2001 with the promise that it would change the philosophy of the privatisation exercised by former UDF Government. As a result of this claim, a new privatisation law was adopted including transparent tender procedure of privatising and excluding the possibility for politically motivated decisions in this process. However, after failing to sell BTH to internationally recognised company, the Government got to the logical conclusion that existence of transparent privatisation procedure does not automatically lead to the best possible outcomes as seen by international community and internal public. In such a situation, the Government had to choose between three possible options: (1) to follow the procedure provided in the law (and probably selling BTH to Chorny); (2) to change to procedure in order to allow for specific state companies to be sold in regime of political discretion (and try to sell BTH to the consortium supported by Douche bank); (3) to cancel the procedure, without starting new one (BTH remains state-owned in this case).

It was clear for everybody that the Government could not afford to sell BTH to Chorny. He had been expelled from the country on suspicions for involvement in organised crime in 2000. In terms of the political promises already made, preserving status quo was not good option for the Government either. When it came into power in 2001, the vice PM Vasilev promised that BTH would be sold until the end of the year. That is why the Government choose the second option.

A deeper look at the Government and ruling coalition motivation suggests the idea that in certain cases it is legitimate to elude well established democratic practices (such as a judicial control over the acts of government) in order to better protect the public interest. The opposition parties saw all this as corruption, underlining the relations of the economic team of the government with the consortium representing Douche Bank in the privatisation procedure.  The ruling coalition implicit arguments against these accusations were that it is not possible to have transparent privatisation given the fact that there is corruption in judicial system.

The case of BTH privatisation well demonstrates that transparency, as one of the most praised anticorruption instruments, might not always produce the desired results in situation of lack of well established and functioning democratic system. Transparent procedures in combination with corruption might successfully used by criminals to achieve their goals.

Political capital as a profit from corruption

It is well known that corruption includes not only illegal exchange of material or finical means but also trade with influence or other non-material benefits. In the process of our research we encountered of several examples of corrupt activity that lead to accumulation of political capital. 

Such an example at governmental level is the policy of Movement for Rights and Freedoms (MRF) in relation to the privatisation of BTH and in general in the field of tobacco production. As mentioned before, MRF use its control over the Government in order to secure its re-election at the expense of society as whole. All tax payers subsidise tobacco production, which in practice is extra party financing for MRF since in practice these subsidies buy votes at the elections. According to NGO experts, in election years the budget of Government al ‘Tobacco’ fund increased by 20 to 50 percent. MRF has interest for this situation to remain unchanged and several times stopped the privatisation of BTH, blocking in this way the reform in tobacco production sector. As a result, the state missed to sale BTH at good price. Serious investors and are not interested in buying the holding anymore due to the high level of political risk. Although it is not apparent, in the long run the supporters of MRF and producers of raw tobacco would provably be the losers because of the now existing situation. They are used to live on tobacco growing, which to a great extent has been possible because of the state subsides. However this would not last forever. In long term, the state can not afford to fund tobacco production and programs for reducing of smoking on the same time. The lack of a reform in tobacco production sector does not enable raw tobacco producers to develop alternative economic strategies and skills.

Quid pro quo or a tool in the game of politics?

Our main conclusion from the case study on party funding is that in this area we have a transition towards an understanding of corruption, which transcends the accepted everyday meaning of the world. In every day parlance, under corruption it is usually meant a specific, illegal or illegitimate transaction – a quid pro quo situation. It is either businesses giving bribes, or governments extorting money, or something like that. The party funding case study demonstrates, in our opinion, that debates on corruption generally start from this quid pro quo understanding, but then usually they replace with a much broader understanding of corruption, which generally means bad government, irresponsive government, government not in the interest of all. If we have to resort to ancient examples of analysis of politics, it was Aristotle who claimed that legitimate and just forms of government get corrupted and tend to degrade to illegitimate and unjust ones. It is this sense of corruption – degradation of government – which pervades the corruption discourse in Bulgaria. Indeed, in the discussed Chorny affair, there was no specific corrupt transaction, no specific corrupt deal, identified in the normal for the democracies way – through a judicial proceeding. Nevertheless, neither the public, nor the elite, were convinced that there was no corruption involved. And this is so not only because it was proven, but because the corruption they had in mind in principle cannot be proven in court.


This type of corruption – bad government, degradation of government – is in fact a political assessment of the governance of a given country. Therefore, our main conclusion is that what we experience in Bulgaria is profound politicisation of the understanding of corruption. Corruption discourse has been transformed into a tool in everyday politics. 

Appendix A – Documents Collected by Target Group
1.
Target Group Politics

1. Protocols from parliamentary sittings on the Law for Amendments on the Law for Privatisation and Post-privatisation Control, February, 2003.

2. President veto decree on the Law for Amendments on the Law for Privatisation and Post-privatisation Control, February 20, 2003.

3. Edvin Sugarev’s Open Letter to ex-PM Ivan Kostov, 2005.

4. Ahmen Dogan’s Speech at the MRF Party Convention, Spring, 2006

2.
Target Group Judiciary

1. Judgement № 9555 of three-panel of Supreme Administrative Court on Bulgartabac Holding privatisation, October 29, 2002.

2. Judgement № 11565of five-panel of Supreme Administrative Court on Bulgartabac Holding privatisation, December 16, 2002.

3. Decision № 5 of Constitutional Court of Republic of Bulgaria on the Law for Amendments on the Law for Privatisation and Post-privatisation Control, April 18, 2003.

4. Court judgement on the case Chorny vs. Kradzov

5. Court judgement on the case Chorny vs. Radev, 2005

3.
Target Group Police

1. National Security Service Report on Conditions, Environment and Forms of Corruption among the highest levels of Government, 1999.

4.
Target Group Media

Articles and materials published in the following printed media:

1. Capital Weekly

2. Sega Daily

3. Dnevnik Daily

4. Standart Daily

5. Monitor Daily

6. Trud Daily

7. 24 chasa Daily

5.
Target Group Civil Society

1. Economic policy review, 88-2, Privatisation of Bulgaratabac: no problems!, Institute for Market Economic.

2. Corruption Assessment Report – 2002, Center for the Study of Democracy/Coalition 2000, 2003

3. Anticorruption Reforms in Bulgaria, Center for the Study of Democracy/Coalition 2000, 2005

4. Krasen Stanchev, Economic Policy Review, October 2003.

6.
Target Group Economy

1. Small and Medium Business against Corruption, National Association of Small and Medium Enterprises, Centre for Economic Development, 2006.

2. Anticorruption and Transitions I & III, World Bank Study, 1998&2006.
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� On the Eve of EU Accession: Anti-corruption Reforms in Bulgaria, Center for the Study of Democracy/Coalition 2000, 2006.


� After his departure from the country, his attorney Todor Batkov took over the ownership of both the football club and the newspaper, while the telecom was ultimately sold to Telecom Austria with the help of a number of intermediaries. This latter deal caused a scandal in Austria in 2006.


� This attempt was to a large extent justified, because members of the former ‘nomenclatura’ had managed to transform their political power during the communist regime into economic might, through the occupation of important managerial positions, abuse of administrative resources, and even through embezzlement of funds.
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