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Summary: The poli﬒ cal crisis in Bulgaria in 
1996 – 1997 is used as a test example of the 
aggregated analy﬒ cal model of internal poli﬒ cal 
crisis developed and represented in my disserta-
﬒ on study1. The aggregated model unites thee 
diff erent analy﬒ cal models – temporal, formal 
and theore﬒ cal. They interpret the interrela-
﬒ on “internal poli﬒ cal crisis – poli﬒ cal stabili﬑ ” 
from diff erent standpoints. This enables the 
examined object to be placed in various ana-
ly﬒ cal perspec﬒ ves. The paper represents the 
theore﬒ cal model applied to the poli﬒ cal crisis 
in Bulgaria in 1996-1997 off ering a conceptual 
scheme for its interpreta﬒ on from a politologi-
cal point of view. 

Key words: poli﬒ cal crisis, stabili﬑ , transi﬒ on, 
reforms, policy-making agreement, policymaking 
change. 

T
he main goal of the theore﬒ cal model 
is to present a structure of explana﬒ on 
of the internal poli﬒ cal crises in general 

and, in par﬒ cular, of the poli﬒ cal crisis in 
Bulgaria 1996 – 1997, using a set of variables 
refl ec﬒ ng the stabili﬑  of the poli﬒ cal system in 

the condi﬒ ons of transi﬒ on from totalitarism 
to democracy (see Figure 1). The dra﬎ ing of 
the model is done with the clear awareness 
that in poli﬒ cal science the dis﬒ nc﬒ on between 
reason and consequence is a rela﬒ ve one. 
Therefore, the interrela﬒ ons between the 
variables, included in the theore﬒ cal model, 
are circularly causal2.

The theore﬒ cal conceptualiza﬒ on of the 
internal poli﬒ cal crisis in Bulgaria in 1996 – 
1997 is a complex and challenging task. Its 
fulfi llment is complicated by many factors, 
among which: (a) the complex character of 
events; (b) their emo﬒ onal charge; (c) the 
insuffi  cient historical distance; (d) the presence 
of many contradictory viewpoints and ways 
of interpreta﬒ on of facts and events; (e) the 
insuffi  cient documentary base.

Construc﬒ ng a theore﬒ cal model of a specifi c 
crisis, however, is related to an essen﬒ al 
methodological problem, namely, which variables 
are to be emphasized in the conceptualiza﬒ on 
of events. In an a﬐ empt to overcome this 
problem, the model follows the affi  rma﬒ on of 
non-hierarchical horizontal and reciprocal causal 
func﬒ onal rela﬒ onships between the diff erent 
variables and deducing axioma﬒ c assump﬒ ons 
that do not have to be proved. 

Axioma﬒ c assump﬒ ons: (1) Crisis phenom 
ena and processes in the economic and 

1 Simeonova, El., Models and Typology of Internal poli﬒ cal crises: based on the Bulgarian Transi﬒ on, 2007. 
2 Circular causali﬑  is a two-way causali﬑  between the main variables on one hand, and the poli﬒ cal, social, and economic 
condi﬒ ons, on the other. In his gene﬒ c model of democracy, Rustow calls it “circular interac﬒ on”. See: Rustow (2004), p. 20-27.
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3 According to Mladenov, the problem is about how “to outline these crisis elements and processes in the economic 
system, which have the highest and most direct impact on the social and poli﬒ cal situa﬒ on”, at the same ﬒ me taking 
into account the ﬑ pe of economic system – commanded administra﬒ ve system, market system, etc. Otherwise, according 
to him “we would not be able to clarify, why the same ﬑ pes of social and economic problems some﬒ mes become crisis 
factors, and some﬒ mes do not.” See: Mladenov (1997), pp.133-134.

poli﬒ cal system develop in parallel and are 
precondi﬒ ons to each other3. (2) They are a 
result of the parallel course of the transi﬒ on 
﬑ pe, on one hand – systema﬒ c – from 
totalitarian to democra﬒ c ﬑ pe of poli﬒ cal 
system and from commanded – administra﬒ ve 
to market economy, and on the other – 
global – from moderni﬑  to globali﬑ . (3) The 
effi  ciency of the poli﬒ cal system depends 
on the func﬒ onal effi  ciency of the economic 
system. (4) The con﬒ nuous presence of crisis 
events in the economy becomes one of the 
main factors for the occurrence of internal 
poli﬒ cal crises of structural-func﬒ onal ﬑ pe.

Basic condi﬒ ons. The causes and precondi-
﬒ ons of the grave poli﬒ cal crisis in Bulgaria in 
1996 – 1997 are complex, part of them be-
ing rooted in the basic condi﬒ ons (see Figure 
№ 1), which are prerequisites for the structure 
and func﬒ oning of the poli﬒ cal system a﬎ er the 
beginning of the transi﬒ on from totalitalism to 
democracy. The poli﬒ cal crisis is objec﬒ vely de-
termined by the economic and fi nancial crises, 
which have developed for many years. 

The direc﬒ on, ﬒ ming and succession of economic 
reforms in Bulgaria, as well as the support for 
them are to a high degree determined by the 
condi﬒ ons (internal and external), present when 

Figure 1: Scheme of the main variables in the theoretical model of the internal political crisis.
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the transi﬒ on started4. The coming to power of 
the Socialist par﬑  in 1994 did not alter the di-
rec﬒ on of the transi﬒ on – towards democracy 
and market economy, only redefi ned the ways 
for its achievement. 

The economic logic of the transi﬒ on requires 
liberaliza﬒ on of prices, closing unprofi table en-
terprises, priva﬒ za﬒ on. For the ruling Socialist 
par﬑ , the high social price of reforms was unac-
ceptable on ideological grounds. Because of the 
expected grave social consequences, contrary to 
both the pre-elec﬒ on promises of the Le﬎  and 
the expecta﬒ ons of the popula﬒ on, the restruc-
turing of the economy was retarded. Addi﬒ onal 
diffi  cul﬒ es were created by the resump﬒ on of 
foreign debt payments5. In addi﬒ on, the gov-
ernment lacked reliable mechanisms of control 
over the monetary policy of the Central Bank. 
The economic and fi nancial crises ac﬒ vated the 
contradic﬒ ons in the ruling par﬑  and wors-
ened the ins﬒ tu﬒ onal rela﬒ ons. The govern-
ment tried to balance, on one hand, between 
the diff erent group interests in the par﬑ , and 
on the other – between the objec﬒ ve na﬒ onal 
and the selfi sh corporate interests. The prime 
minister was forced to make several changes in 
the government and to propose a change in 
the program of restructuring the economy. The 
government and the internal par﬑  crisis, as well 
as the absence of poli﬒ cal agreement did not 
allow making the necessary steps to overcome 
the economic and fi nancial crisis, specifi cally to 
start the introduc﬒ on of a currency board and 
the structural reforms.

A﬎ er the government of Jan Videnov resigned, 
the country fell into a state of unprecedented 

power vacuum, which made the communica-
﬒ on between the principal poli﬒ cal actors even 
worse. The power void s﬒ mulated the ac﬒ vi﬑  of 
the opposi﬒ on and the trade unions and for a 
month larger ci﬒ es in the country were engulfed 
in civil protests. The solu﬒ on of the poli﬒ cal crisis 
was the main condi﬒ on for overcoming the eco-
nomic and fi nancial crisis. The refusal of BSP to 
form a second government was the formal act 
of solu﬒ on of the poli﬒ cal crisis, which opened 
the way to achieving a consensus between the 
major poli﬒ cal forces with respect to the strat-
egy and the means of overcoming the economic 
and fi nancial crisis. 

Economic crisis: According to some opinions, the 
beginning of the economic crisis can be iden﬒ -
fi ed immediately a﬎ er the start of the poli﬒ cal 
changes in 1989, and for others – at least a de-
cade before 1989. In both cases, however, the 
imminent conclusion is that the crisis did not 
start with the government of the Democra﬒ c 
Le﬎ , but was a heavy heritage that the Le﬎  did 
not manage to surmount.

“...the crisis goes on for many years. It did not 
really start in 1990, but a decade before.” 

(Andrey Lukanov)6

According to the analyses of economic experts, 
“the country is in a severe economic, fi nancial, 
and social-poli﬒ cal crisis from the late 80s of 
the XX century”. During these years, a “huge 
for the size of the country” external debt 
was accumulated. For example, in the annual 
reports of the Economic Ins﬒ tute of the 
Bulgarian Academy of Sciences, the necessi﬑  of 
a “short-term an﬒ -crisis program” is explained 

4 See: Hristova and Stanchev (2004), pp.48-84
5 For 1995 and 1996, Bulgaria had to pay over 2 billions of dollars on its external debt. The government was compelled to 
do so without the fi nancial support of the IMF and this resulted in the lowering of the popula﬒ on standard of life. See: 
Kalinova and Baeva, (2002), p. 300. On the development of the external debt of Bulgaria during the years of transi﬒ ons. 
See: Kufov (1999).
6 Stenographic protocol of the joint session of the BSP High Council with the Democra﬒ c Le﬎  Parliamentary Group, 10 
March 1996, “Pozitano” 20, Andrey Lukanov, p. 101
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in many instances. According to the experts, 
who prepared the reports, “such a program is 
necessary because of the deep recession of the 
economy, complicated by the new fi nancial and 
macroeconomic destabiliza﬒ on”. The expert 
assessment is that “the resources of the 
country and the possibili﬒ es of maneuvering 
are limited” (Angelov, and others,1994: 4). 
The external debt, the decline in produc﬒ on 
and the loss of tradi﬒ onal markets were also 
present since the beginning of the transi﬒ on 
and this fact was one of the main reasons 
for the poli﬒ cal change accomplished on 
November 10, 1989.

”It is already obvious that today’s crisis is a 
consequence of the accumulated fundamental 
errors of transi﬒ on; a consequence of 
wrongly started reform in the very beginning 
of transi﬒ on; a consequence of the fl awed 
economic and fi nancial environment created 
and maintained during these years; a 
consequence of pursuing a cruel illusion that 
a social state is possible without effi  cient 
economy; that solidari﬑  and jus﬒ ce in socie﬑  
are possible without accelerated solu﬒ on 
of the proper﬑  issue in a fair way for the 
majori﬑  of ci﬒ zens; a consequence of the ﬒ me 
clash between poli﬒ cal and economic reform; 
a consequence of the way, in which the bank 
system was created and opera﬒ ng; a way that 
created condi﬒ ons and possibili﬑  to steal and 
redistribute to the detriment of ci﬒ zens the 
money of the country and for the fi nancial 
system to be blown up” 

(Ivan Atanasov)7

Financial crisis: The most complicated situa﬒ on 
was in the bank system8, which during these 
years played “an important social role” as 
the high interest rates provided to many 
re﬒ red and unemployed people the possibili﬑  
to live on their savings (Kalinova and Baeva, 
2002:299). The eff orts of the government to 
save the state banks (Stopanska banka and 
Mineralbank) and to guarantee the savings of 
the popula﬒ on addi﬒ onally worsened the state 
budget. The dra ining of currency reserves 
resulted in uncertain﬑  about the capaci﬑  of 
the government to serve not only the external 
but also the internal debt. 

”A new moratorium 9 is prac﬒ cally unfeasible 
and any such a﬐ empt would preclude the 
chances of Bulgaria to par﬒ cipate in European 
and world integra﬒ on processes, would cross 
out the honourable future of the country…
Alterna﬒ ve sources of fi nancing are possible 
only with rela﬒ vely normal rela﬒ ons with the 
interna﬒ onal fi nancial ins﬒ tu﬒ ons, and building 
them is a diffi  cult and slow process… the state 
is also faced with the danger of not being 
able to serve the internal debt as well, and 
this means direct threat of hyperinfl a﬒ on… 
that would totally destroy the whole fi nancial, 
economic, and social mechanism of the 
country”.

(Jan Videnov)10

The economic and social problems were accumu-
la﬒ ng for years, but the social price had to be paid 
by the government of the Democra﬒ c Le﬎ . This 
government had cast the burdensome lot to re-
new payments on the external debt of the coun-

7 Ivan Atanasov, 42th (closed) plenary session of the High Council of BSP, together with socialist depu﬒ es, 11-12 November 
1996 , “Pozitano” 20 (started 17:40), p. 370.
8 Un﬒ l 1997, the bank system of Bulgaria was constantly in some sort of crisis. The total expenses caused by the 
permanent crisis were as high as 41,6% of GDP, i.е. the Bulgarian bank crisis is the most expensive bank crisis of all 
countries in transi﬒ on. At the end of 1994, the ZUNK-bonds represented  a debt of almost 2,5 billions of dollars. See: 
Hristova and Angelov (2004), p.52, pp. 78-79.
9 On the external debt payments.
10 Report of the Prime Minister Jan Videnov to the 42th extraordinary congress of BSP, 21-22 December 1996, in the 
newspaper “Duma”, No 303, 23 December 1996.



Ar﬒ cles

Economic Alterna﬒ ves, issue 2, 2007116

The Poli﬒ cal Crisis in Bulgaria

try. The government allocated more than 10 % 
of GDP to serve the debt11. In this way, almost 
2/3 of the state budget was spent for serving 
the external debt and all other budget expenses 
were reduced to an unprecedented low level. This 
generated social tension and discontent, skillfully 
used by the opposi﬒ on and the trade unions.

External factors. A number of external factors 
also exerted their infl uence on the forma﬒ on 
of the crisis factors in the economic and the 
fi nancial system. Some of them were: (1)the 
collapse of external markets as a result of the 
aboli﬒ on of the COMECON12 ; (2) raising of 
petrol prices because of the Persian Gulf crisis; 
(3) the strong limita﬒ on of external fi nancing as 
a result of the moratorium on the external debt 
payments13; (4) the ONU embargo on Yugoslavia 
and the Greek embargo on Macedonia in the 
period 1992-199514.

Among the external factors, one that was 
exer﬒ ng considerable infl uence on the stabili﬑  
of the government was related to the rela﬒ ons 
of Bulgaria with Russia and the USA. At this 
﬒ me, it was impossible for Bulgaria to develop 
fair rela﬒ onships with Russia as its leadership 
served most of all the Russian oligarchy”. This 
was expressed in the extensively prepared and 
contested “gas agreement”, where the Russian 
part proposed this agreement to be managed by 
a joint company, where only Mul﬒ group would 
par﬒ cipate from the Bulgarian part15. Also, the 
Russian government of this ﬒ me addressed a 
request of exterritoriali﬑  on gas pipes. A﬎ er the 

refusal of the prime minister Jan Videnov, the 
Russian part took away their poli﬒ cal trust in him 
and supported the eff orts of the internal par﬑  
opposi﬒ on for his aboli﬒ on. USA also received 
the refusal of the Bulgarian part with respect 
to their forthcoming opera﬒ ons in Kosovo16. In 
this way, the government was placed in a sort of 
“external siege” because of its eff orts to defend 
na﬒ onal interests.

Opera﬒ onal management reasons and 
precondi﬒ ons for the crisis: In addi﬒ on to 
the basic condi﬒ ons, determining the objec﬒ ve 
prerequisites of the emergence of a poli﬒ cal crisis, 
there are also such precondi﬒ ons of opera﬒ onal 
and management character as, for example: 
(1) the lack of opera﬒ onal ﬒ me or adequate 
assessment and analysis of the ins﬒ tu﬒ onal 
heritage and the problems in the poli﬒ cal order 
of the day; (2) Management mistakes, because 
of erroneous assessment of the situa﬒ on.

(1) Lack of opera﬒ onal ﬒ me for adequate 
assessment and analysis of the ins﬒ tu﬒ onal 
heritage and the problems in the poli﬒ cal order 
of the day. From the ins﬒ tu﬒ onal point of 
view, a﬎ er the replacement of a governmental 
administra﬒ on, the new one needs some 
opera﬒ onal ﬒ me to comprehend the essence of 
problems it is faced with. The opera﬒ onal delay 
in taking on tasks related to government and in 
the acquaintance with problems can cost to the 
new administra﬒ on the loss of control over key 
distribu﬒ on levers on which the economic and 
fi nancial stabili﬑  depends. 

11 This is an unprecedented amount of payments even for countries with highest debt problems.
12 The loss of these markets resulted in shrinking of investments and decline in internal product, where only for 1991 the 
reported GDP decline was 31% with respect to 1989. See: Hristova and Stanchev ( 2004), p. 52
13 With the 1990 external debt moratorium, Bulgaria became isolated from the currency and fi nancial world and did not 
par﬒ cipate in the free fi nancial markets un﬒ l 1995 
14 Its side eff ect was that it nurtured illegal or semi-legal economic ac﬒ vi﬒ es and created the condi﬒ ons for corrupt 
prac﬒ ces in Bulgarian poli﬒ cal and economic life.
15 See: Premianov (2006), interview for the newspaper  Poli﬒ ka, 8-14 September, p. 13, See also: Raidovski (2006), 
interview for the n ewspaper  Poli﬒ ka, 23-29 June, p.15
16 A﬎ er signing the Dayton Agreements in 1995, the USA started an ac﬒ ve diploma﬒ c prepara﬒ on for their imminent 
ac﬒ ons in Kosovo, offi  cially not launched un﬒ l the end  of 1998 
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”It took more than a year to our government 
to clarify the situa﬒ on in public fi nances, most 
carefully concealed by interested groups. 
Today we can only regret that in the spring 
of 1995, the government did not show more 
determina﬒ on in the Parliament insis﬒ ng on 
radical change in BNB, that in the summer, our 
local organiza﬒ on did not oppose more fi rmly 
the pyramids, that in the autumn, the highly 
paid media campaign succeeded in inci﬒ ng 
socie﬑  against the bank sector restructuring 
undertaken by the government” 

(Jan Videnov)17

Management mistakes, because of erroneous 
assessment of the situa﬒ on. Those in power 
bear the responsibili﬑  of ﬒ mely iden﬒ fi ca﬒ on 
of problems, whose un﬒ mely or inadequate 
solu﬒ on would trigger a crisis situa﬒ on. 
Most crises, however (especially internal 
poli﬒ cal crises), do not emerge at once, 
but are preceded by a con﬒ nuous period of 
development and aggrava﬒ on. This presumes 
poli﬒ cians should iden﬒ fy the emergence and 
development of crisis events by the “unclear, 
ambivalent, and contradictory signals” (Boin, 
t’Hart, Stern, Sundelius, 2005:f10). In its 
cri﬒ cal core, these events are not obvious by 
themselves. Poli﬒ cians should “make their 
assessment” of these events, evalua﬒ ng 
the degree of threat and determining their 
reasons and direc﬒ on, fi nding out what their 
opera﬒ onal and strategic parameters are, 
and also how would the situa﬒ on develop in 
the future18. The main ques﬒ on that arises 
is: How to tell apart true and fake signals, 
bearing in mind the subjec﬒ ve nature of 
percep﬒ ons? The inadequate assessment of 

the situa﬒ on in the country at the ﬒ me when 
the government took offi  ce is among the 
main mistakes of this government, men﬒ oned 
by the Prime Minister Jan Videnov in his 
report to the 42 th Extraordinary Congress 
of BSP. Other mistakes commi﬐ ed by the 
government – according to him – were: (1) 
the delay because of ideological and poli﬒ cal 
reasons of the “painful restructuring” in the 
economy and in the budget sphere. This delay 
caused “irreparable damage” and had a “high 
price” for the government of the Democra﬒ c 
Le﬎ ; (2) “overstressing the eff orts against 
infl a﬒ on and to increase the real income of 
people”, as well as administra﬒ ve interference 
in price forma﬒ on; (3); underes﬒ ma﬒ ng the 
“crisis, degrada﬒ on, threat coming from the 
bank system”; (4) the excessive op﬒ mism 
with respect to manufacturing, exports, 
the balance of payments; (5) the passive 
a﬐ itude to nego﬒ a﬒ ons with the interna﬒ onal 
ins﬒ tu﬒ ons; (6) the delay in the prepara﬒ on of 
big priva﬒ za﬒ on deals, which would help the 
country today in many aspects19.

These are management and opera﬒ ve mistakes, 
which together with the basic condi﬒ ons and 
the infl uence of diff erent external and internal 
factors contributed to the development of 
large scale internal poli﬒ cal crisis.

”We are ready to assume the responsibili﬑  for 
them, but not to keep silent about it, allowing 
somebody else to make the same mistakes. 
We are poli﬒ cians and we are compelled to 
work with reali﬒ es, not with illusions”

(Jan Videnov)20 

17 Report of the Prime Minister Jan Videnov to the 42th extraordinary congress of BSP, 21-22 December 1996 , in the 
newspaper “Duma”, No 303, 23 December 1996
18 About the process of construc﬒ on, iden﬒ fi ca﬒ ons, and exploita﬒ on of problems of diff erent character on the poli﬒ cal 
agenda, see: Edelman (1964).
19 Report of the Prime Minister Jan Videnov to the 42th extraordinary congress of BSP, 21-22 December 1996 , in the 
newspaper “Duma”, No 303, 23 December 1996.
20 Ibid.
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21 See: Stenographic protocol of consulta﬒ ons held between the President of the Republic of Bulgaria, Mr. Petar Stoyanov 
and the leadership of the parliamentary represented poli﬒ cal forces in the 37th Parliamentary Assembly, 10 February 1997 
h﬐ p://mediapool.bg/site/Bulgaria/2002/02/14/0010.shtml 

Institutional and legal framework 

for the development and resolution 

of the crisis 

T
he main variables of the theore﬒ cal model – 
interests, agreement (consensus), change 

and reforms, should be analyzed through the 
prism of the ins﬒ tu﬒ onal and legal framework, 
within which the main poli﬒ cal actors interact. 
The manifesta﬒ ons of the variables can be 
explored on two levels – group/individual and 
organiza﬒ onal/ins﬒ tu﬒ onal level. Their mutual 
cause-eff ect rela﬒ onship is revealed most clearly 
in interins﬒ tu﬒ onal confl icts, which emerged 
during and as a result of the superposi﬒ on of 
the peak phases of the economic, fi nancial, and 
poli﬒ cal crisis in Bulgaria, 1996 – 1997.

Interests. The interests of the main poli﬒ cal 
actors were directed mainly towards mastering 
power posi﬒ ons with distribu﬒ ve authori﬑ . A 
confl ict of interests arised at several levels – 
internal par﬑  level (BSP), governmental level, 
representa﬒ ve level (the Parliament). As a 
result of the confl ic﬒ ng interests and the lack 
of unifi ed ac﬒ on of diff erent power centres, 
the effi  ciency of government fell sharply 
and it lost its legi﬒ macy and social support. 
According to Mr. Georgi Premianov, Leader of 
the Democra﬒ c Le﬎  Parliamentary Group, the 
government, and the Parliamentary majori﬑  
“did not serve corporate interests and were, 
therefore, inconvenient,” for the powerful 
economic groups, the one that obtained 
benefi ts from the economic and fi nancial crisis 
and the escala﬒ on of hyperinfl a﬒ on (Premianov, 
2006). The agreement, in its consensus form, 
a﬐ ained in the beginning of the transi﬒ on 
period, was related mainly to poli﬒ cal issues. 
The ini﬒ ally a﬐ ained agreement was informal, 
which made it unstable. It was established in 

the ins﬒ tu﬒ onal format of the so called “Round 
table”, which emerges “every ﬒ me, when the 
offi  cial state ins﬒ tu﬒ ons for one or another 
reason loose their legi﬒ macy and fall into a state 
of paralysis” (Zhelev, 2005:327). On the basis 
of the development of the social and poli﬒ cal 
life in the country, it can be considered that 
the Round table ended only in 1970, a﬎ er the 
agreement between the poli﬒ cal forces was 
reached on February, 1021. Un﬒ l then, the fact 
that the agreements, reached by the Round 
table in 1990, were not laid down in wri﬐ en 
form and available to the public in the form 
of contract between the main poli﬒ cal actors, 
was one of the fundamental crisis factors. The 
agreement between the mutually legi﬒ mized 
poli﬒ cal actors was on issues “that cannot 
have an abstract form: who has the right (who 
is legi﬒ mized) to par﬒ cipate in the poli﬒ cal 
life, how the transi﬒ on to the new status quo 
will be performed and how market economy 
will be introduced”. (Stanchev, 2004:31-32). 
In prac﬒ ce, however, the third ques﬒ on 
remained unanswered. Probably because of 
the inabili﬑  to work out a clear answer to 
the ques﬒ on about the strategy of introducing 
market economy that would be accepted 
with a consensus by the poli﬒ cal forces, the 
legi﬒ macy crisis of ins﬒ tu﬒ ons and poli﬒ cal 
actors from the end of 1989 was reproduced 
several ﬒ mes un﬒ l 1997, when the consensus 
understanding of reforms changed as a result 
of the deep internal poli﬒ cal crisis. The idea, 
not very popular before, that reforms must be 
carried out fast, became widespread, as the 
way, in which the transi﬒ on of the economy 
was accomplished un﬒ l that moment – by 
postponing the reforms as much as possible 
in order to alleviate their social price, was 
erroneous and indeed increased their social 
price (Hristova and Angelov, 2004:86). The fi rst 
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22 Dimitar Kostov, Stenographic protocol of a session of the Democra﬒ c Le﬎  Parliamentary Group, 3 December 1996.
23 See: Program of the government for fi nancial stabiliza﬒ on, structural reform, and economic growth, newspaper “Duma”, 
No 302, 21 December 1996. This program was off ered for discussion for the fi rst ﬒ me on 10 March 1996, 31 May 1996, 
and November 1996. The program was voted and adopted by the par﬑  leadership, but its implementa﬒ on was challenged 
and sabotaged by the internal par﬑  opposi﬒ on.
24 Report of the Prime Minister Jan Videnov to the 42th extraordinary congress of BSP, 21-22 December 1996, in the 
newspaper “Duma”, No 303, 23 December 1996.

indicator of the change in the understanding 
of how the reforms should be carried out was 
the acceptance of the idea of introducing a 
currency board.

This decisive step, however, also needed a broad 
poli﬒ cal consensus. IMF insisted on “achieving 
na﬒ onal consent before the introduc﬒ on of a 
currency board”. According to Dimitar Kostov, 
fi nance minister in the government of Jan 
Videnov, this proposal “is to a great extent 
based on the experience accumulated by them 
in Bulgaria”22. The IMF bureaucrats, however, 
did not raise in any way the ques﬒ on of who 
should “make things right”, i.e. – be in power. 
The fi nance minister, as well as members of 
the BNB Execu﬒ ve Board at this ﬒ me claimed 
that the representa﬒ ves of the Fund “do not 
have a priori set preferences to working with 
a specifi c poli﬒ cal force.”

Reforms. A﬎ er the aggrava﬒ on of the economic 
and fi nancial crisis in 1996, the government 
of Jan Videnov proposed a decisive program 
of restructuring the economy, which included 
the closure of enterprises working at a loss 
(or their priva﬒ za﬒ on) and isola﬒ on from the 
budget (a ban on addi﬒ onal fi nancing) of those 
enterprises that were of vital necessi﬑  for the 
na﬒ onal economy23. However, there was no 
general poli﬒ cal consensus on the proposed 
reforms and they were constantly challenged.

Change. The poli﬒ cal crisis of 1996 – 
1997 imposed a serious change in the 
way of administering the state and in the 
understanding about how the state should 
be governed, The personal replacements 

made and the proposed program changes in 
the execu﬒ ve power cons﬒ tuted an a﬐ empt 
of overcoming the deepening crisis in all its 
dimensions – economic, fi nancial, social, and 
poli﬒ cal. However, there was a lack of poli﬒ cal 
consensus on the proposed program changes 
and, because of this reason, the ins﬒ tu﬒ onal 
coopera﬒ on necessary for their implementa﬒ on 
was not achieved. The program-norma﬒ ve 
documents, prepared by the government of 
Jan Videnov in order to start the program of 
fi nancial stabiliza﬒ on and structural reforms 
were in prac﬒ ce applied by the temporary 
government of Stefan Sofi anski (February-
April 1997) and con﬒ nued by the government 
of the United Democra﬒ c Forces led by Ivan 
Kostov (1997 – 2001).

Interins﬒ tu﬒ onal confl icts: The interins﬒ tu﬒ onal 
confl icts were the main characteris﬒ c of the 
rela﬒ onships between the main power centres 
during the period preceding the poli﬒ cal crisis 
1996-1997 and during the crisis itself. This gave 
ground to the prime minister to publicly confi rm 
the presence of a “war between ins﬒ tu﬒ ons”, 
in which the government was constantly and 
unwillingly involved24. 

”We are talking here about the constant 
ba﬐ les con﬒ nuing one year now between the 
Council of Ministers and the Parliament – 
on one hand, and the loan millionaires 
and their bankers, on the other. Given the 
provocateur role of judicial power and the 
former Presidency, which started to openly 
serve shadow economic interests. A ba﬐ le 
for nothing but the legi﬒ mate transi﬒ on to a 
democra﬒ c, social, and lawful state according 
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to the program views and the pre-elec﬒ on 
commitments of the Democra﬒ c Le﬎ …. A 
ba﬐ le against nothing else but the deformed 
model of transi﬒ on, already built in at the end 
of 1990 and the beginning of 1991”

(Jan Videnov)25

The “ins﬒ tu﬒ onal war” was maintained at 
several fronts: between the government and 
BNB, the government – the judicial system; the 
government – the Parliament; the government – 
the President.

The government and BNB. The confl ict between 
the two ins﬒ tu﬒ ons was on the topic of fi nancial 
stabiliza﬒ on. There was a lack of coordina﬒ on 
between the ac﬒ ons of both ins﬒ tu﬒ ons. In view 
of its independence from the execu﬒ ve power, 
BNB did not consider it necessary to discuss 
its monetary policy with the government. 
At the end of its mandate, the former BNB 
management26 purposely cut down by half the 
currency reserve of the country. One part of 
it was spent on “the meaningless support of 
the pseudobanks created by the bank directors 
themselves”. Another part was spent for 
“hopeless a﬐ empts to calm down the hysteria 
among the popula﬒ on – incited by the banks 
again – with respect to currency, deposits, and 
goods.”27 The reduc﬒ on of the currency reserve 
of the country endangered the balance of 
payments and a relentless demand for currency 
was unleashed since the fi rst months of 1996. 
In its fi ght against infl a﬒ on and the undermined 
confi dence in the lev, BNP increased the central 
interest rate, which on its turn provoked a 
liquidi﬑  crisis in the banks and huge tensions for 
the budget. The government was against the 

high interest rates, because of the agreements 
with the IMF, the la﬐ er considering that “the 
average annual interest rate, in order to have 
any growth, should not be higher than 50 %”. 
The BNB Execu﬒ ve Board, however, introduced 
a shock interest rate of 300 %, despite the 
explicit public disagreement of the economy 
and fi nance ministers.

”In every European country – in the developped, 
those with average development, or the 
underdevelopped ones, the interest rate policy 
is coordinated with the government. Because at 
the moment… no ma﬐ er what the government 
will chose to do, the real government is to a 
great extent the Execu﬒ ve Board of BNB. 
Because, when an execu﬒ ve board can in 
adsolute independence invent whatever 
interest rate policy it wants, this means 
that the budget plans of any government, 
or any further calcula﬒ ons are no more than 
theore﬒ cal exercises.

(Rumen Gechev)28

The plans and the ﬒ ming of the introduc﬒ on 
of a currency board also depend on the 
ac﬒ ve support of the Central Bank, as 
technically the issue relates to a reform of 
monetary mechanisms of the state, and 
BNB is ins﬒ tu﬒ onally responsible for those 
mechanisms. In the Central bank, “the 
ins﬒ tu﬒ onal responsibili﬑ , the technical 
exper﬒ se, and the knowledge of all details of 
monetary mechanisms are concentrated. It is 
necessary, therefore, for the Central Bank to 
work together with the government” (Dimitar 
Kostov)29.

25 Ibid.
26 The Execu﬒ ve Board presided by Todor Valchev.
27 Report of the Prime Minister Jan Videnov to the 42th extraordinary congress of BSP, 21-22 December 1996 , in the 
newspaper “Duma”, No 303, 23 December 1996.
28 Rumen Getchev, Minister of Economy, in: Stenographic protocol of the 42th (closed) session of the High Council of BSP, 
together with socialist depu﬒ es, 11-12 November 1996 , “Pozitano” 20, p. 217.
29 Dimitar Kostov, Finance Minister in the Government of Jan Videnov, before a session of the Democra﬒ c Le﬎  
Parliamentary Group, 3 December 1996. 
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30 Ibid.
31 See: Analysis of the Prime Minister Jan Videnov on the one year government and tasks related to legisla﬒ ve and 
execu﬒ ve  power in 1996, in the newspaper “Duma”, No 50, 11 March 1996.
32 For example, the un﬒ mely changes in the Law on BNB and the Law on Bank Loans.
33 For example, the Law on the Coat of arms and na﬒ onal symbols.

The government – the judicial power: The 
confl ict between the government and the judicial 
power was with respect to court procedures of 
liquida﬒ on of enterprises working at a loss.

 ”Unfortunately, nine﬑  percent of problems at 
this stage are in the judicial system. It is just that 
in courts they started to adopt such programs 
on syndics and enterprise managers that impede 
the process”

(Dimitar Kostov)30

This confl ict seriously hampered the prac﬒ cal 
applica﬒ on of the government program for 
strengthening the economy, the main ac﬒ vi﬑  in 
which was closing unprofi table enterprises31. 

Government-Parliament: The confl ict between 
execu﬒ ve and legisla﬒ ve powers can be seen in 
two main aspects – un﬒ mely preparing by the 
Parliament of the necessary legisla﬒ ve basis (or 
changes in the exis﬒ ng legisla﬒ on), necessary 

for the effi  cient work of the government32, or 
transmi﬐ ing nega﬒ ve responsibili﬒ es from the 
Parliament to the government. An eloquent 
example of the above men﬒ oned is the fact that 
the grain balance for 1995, before arriving at 
the prime minister’s desk, fi rst passed through 
the agriculture parliamentary commission, where 
it was approved together with the proposal for 
export. Later on, the government was accused 
for ineffi  cient policy, which had resulted in the 
grain crisis in the beginning of January 1996.

Government-President. The confl ict between 
the government of the Democra﬒ c Le﬎  and the 
President Zhelio Zhelev started from the very 
beginning of the government mandate. The 
president several ﬒ mes cri﬒ cized the government 

in its statements, used veto on many laws, 
adopted by the parliamentary majori﬑ 33. This 
was added to the contribu﬒ on of the President 
Zhelev to the crisis escala﬒ on in 1996 – 1997, 
although there are diff erent opinions on this 
ques﬒ on. The argument is whether and to what 
extent he broke the Cons﬒ tu﬒ on with its refusal 
to give a mandate to the Le﬎  in order for a 
government to be formed within the agreed in 
advance ﬒ me frame – un﬒ l 11 January 1997. 
According to some opinions, the blame for the 
delay of the procedure of forming a government 
is to be laid primarily on the President Zhelev, 
according to others, the new elected BSP 
leadership is accountable because of its 
reluctance to propose a new government. The 
mandate was not given only on 28 January 1997 
by the newly elected President Petar Stoyanov, 
who performed the role of a major intermediary 
between the poli﬒ cal forces in order to fi nd a 
solu﬒ on of the crisis.

Collabora﬒ on and communica﬒ on. During 
the poli﬒ cal crisis in Bulgaria, 1996 – 1997, the 
collabora﬒ on between poli﬒ cal opponents was 
missing and contacts were reduced to a minimum. 
The opposi﬒ on of that ﬒ me, mainly represented 
by the UDF, refused all forms of communica﬒ on 
with representa﬒ ves of the ruling Socialist par﬑  
and made the “non-collabora﬒ on” its principal 
iden﬒ fi ca﬒ on and legi﬒ macy criterion. This 
slowed down the resolu﬒ on of the crisis and 
made it more diffi  cult. Four communica﬒ on 
aspects can be dis﬒ nguished in the process of 
crisis development, especially during the peak 
phase (see Figure 2), each of them covering a 
certain group of key actors and problems.

Main communica﬒ on aspects: Because of the 
exis﬒ ng power vacuum, the ac﬒ ons of crisis 



Ar﬒ cles

Economic Alterna﬒ ves, issue 2, 2007122

The Poli﬒ cal Crisis in Bulgaria

resolu﬒ on were performed by the leadership of 
the main poli﬒ cal par﬒ es (BSP and UDF), and 
the President.

Communica﬒ on was seriously impeded by the 
following factors: (1) lack of legi﬒ macy of state 
ins﬒ tu﬒ ons; (2) internal contradic﬒ ons in the 
ruling par﬑ ; (3) unwillingness of the opposi﬒ on 
and the trade unions to collaborate with op-
ponents – neither ins﬒ tu﬒ onally, nor outside the 
ins﬒ tu﬒ ons.

The fi rst communica﬒ on aspect was in the frame-
work of the ruling par﬑  – BSP. It was expressed 
by diff erent discussions and nego﬒ a﬒ ons/consul-
ta﬒ ons within the coali﬒ on on various key issues, 
related to BSP behavior as a ruling par﬑  as, for 
example: changes in the government of Jan Vid-
enov, the resigna﬒ on of the government, the 
necessi﬑  of introduc﬒ on of the currency board, 
the forma﬒ on of a new socialist government, 

etc. This communica﬒ on aspect refl ected the 
exis﬒ ng inter-par﬑  contradic﬒ ons and was seri-
ously aff ected by them.

The second communica﬒ on aspect was related 
to the a﬐ empts of the newly elected par﬑  
leadership from the 42 extraordinary BSP con-
gress to nego﬒ ate with the opposi﬒ on and the 
trade unions a mutually acceptable and non-
violent way of overcoming the poli﬒ cal crisis. 
The eff orts to establish offi  cial contact be-
tween Georgi Parvanov, in his quali﬑  of offi  cial 
leader of BSP and the leaders of the United 
Democra﬒ c Forces, con﬒ nued for more than a 
month. However, they refused to par﬒ cipate 
in any dialogue whatsoever. Hence, the ini﬒ a-
﬒ ves for construc﬒ ve resolu﬒ on of the crises 
failed. The opposi﬒ on stated as a condi﬒ on 
for nego﬒ a﬒ ons the abandon of a second gov-
ernment mandate by the Le﬎  and “immediate 
elec﬒ ons”. The BSP leader Parvanov tried to 

Figure 2. Main aspects of communication interactions during the peak of the political crisis in Bulgaria, 

1996 – 1997.
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34 See: Dajnov (1998), p. 122.
35 See: Stenographic protocol of the extraordinary closed session of the Council of Ministers, 10 January 1997, in: Dajnov, 
p. 350.

get through the “poli﬒ cal blockade”, ini﬒ a﬒ ng 
informal nego﬒ a﬒ ons in the form of working 
groups and with the par﬒ cipa﬒ on of leaders of 
par﬒ es that did not have parliamentary repre-
senta﬒ on, as well as with experts-economists, 
but these ini﬒ a﬒ ves did not lead to the de-
sired result – making the necessary decisions 
to end the economic and fi nancial crisis and 
only a﬎ er this – parliamentary dismissal and 
pursuing special elec﬒ ons. 

The third communica﬒ on aspect included the 
interac﬒ on between opposi﬒ on, trade unions, 
and protes﬒ ng people. The opposi﬒ on tried to 
use the crisis to win populari﬑  and legi﬒ macy, 
purposely looking for confronta﬒ on and refus-
ing to par﬒ cipate in any nego﬒ a﬒ ons. The pri-
mary ini﬒ a﬒ ve to sabotage the ac﬒ vi﬑  of the 
government came from the trade unions. As 
early as October 1996, the Confedera﬒ on of 
Independent Trade Unions of Bulgaria and the 
Labour Federa﬒ on “Podkrepa” concluded an 
agreement for “replacement of the govern-
ment and special parliamentary elec﬒ ons”34 

According to Oleg Chulev, the confedera﬒ on 
secretary of LC “Podkrepa”, the idea of mass 
protests started to develop since the sum-
mer of 1996. During the October-November 
period, representa﬒ ves of the trade unions 
addressed the UDF with “the idea that they 
could assume the poli﬒ cal responsibili﬑ , but 
the Na﬒ onal Poli﬒ cal Council wanted to act 
with its own means without the involvement 
of the trade unions” (Chulev, 1998:123-4). 
From January 3 to February 4, the opposi﬒ on 
and the trade unions acted together in the 
organiza﬒ on of the protest. 

The fourth communica﬒ on aspect was repre-
sented by the newly elected president Petar 
Stoyanov. He became a key communica﬒ on 

unit during the crisis. Despite the strong pres-
sure from the part of the opposi﬒ on, the trade 
unions, and the protes﬒ ng people, he tried to 
revive the dialogue for crisis resolu﬒ on, accept-
ing and successfully performing the role of a po-
li﬒ cal intermediary.

The four principal communica﬒ on aspects out-
lined above were also infl uenced by the media 
coverage of the events. In some cases, this re-
sulted in aggrava﬒ on of problems and addi﬒ onal 
hea﬒ ng of social tension, through the use of ma-
nipula﬒ ve propaganda techniques. 

Informa﬒ on and communica﬒ on strategies. Dur-
ing the crisis, which is the subject of analysis 
of the present thesis, two contradictory infor-
ma﬒ on and communica﬒ on strategies can be 
outlined. The fi rst informa﬒ on and communica-
﬒ on strategy is the one of the opposi﬒ on. This 
strategy was manifested in the use of alterna﬒ ve 
media informa﬒ on channels, manipula﬒ ng infor-
ma﬒ on and applying social pressure. The second 
informa﬒ on and communica﬒ on strategy is the 
one of the ruling Socialist par﬑ . It relied upon 
the applica﬒ on of the available norma﬒ ve and 
legisla﬒ ve basis, trying to limit the media cover-
age of events (mostly the protests of January 
10, 1997, and also a﬎ er). They even discussed 
puni﬒ ve ac﬒ ons against certain media under Art. 
230 of the Penal Code for inducement to mass 
public riots35. Both strategies put their stake on 
symbolic ac﬒ ons – declara﬒ ons, appeals, slogans, 
etc.

Importance of the crisis and results: The 
end of the 1996 – 1997 poli﬒ cal crisis marks the 
beginning of structural reforms, necessary for 
the transi﬒ on to market economy. One of the 
most important results of this structural-func-
﬒ onal crisis was the stabiliza﬒ on of the poli﬒ -
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36 This no﬒ on is introduced by Samuel Hun﬒ ngton and he understands it as a verifi ca﬒ on of stabili﬑  of democracy – when 
a change of government is made twice in a totally democra﬒ c way, without this to be followed by collisions and violence, 
it means democra﬒ c procedures are stable. Ralf Dahrendorf also uses this principle for postwar Germany and for the East 
European transi﬒ on, See: Dahrendorf (1992), pp. 69-70.
37 The main coordinator of the project was the Ass. Prof. Atanas Gotchev, PhD, and the following non-governmental 
organiza﬒ ons par﬒ cipated in it: Associa﬒ on “Department of Interna﬒ onal Rela﬒ ons”, Center of Study if Democracy, Club 
“Economy 2000”.
38 This allegoric expression was used by the President Petar Stoyanov.

cal system in Bulgaria. A﬎ er the crisis, two suc-
cessive governments stayed to the end of their 
mandate – the one of the United Democra﬒ c 
Forces (1997 – 2001) and of the NDSV govern-
ment (2001 – 2005), which means that Bulgaria 
has successfully passed the test of the “double 
change”36 and has proven its ins﬒ tu﬒ onal stabil-
i﬑ . Moreover, the successful resolu﬒ on of the 
crisis brought to an end the destruc﬒ ve “wars 
between ins﬒ tu﬒ ons” and precondi﬒ ons were 
created for more effi  cient interac﬒ on between 
the main power centres.

On the other hand, the 1996 – 1997 crisis 
played an important role in Bulgarian socie﬑ , 
bringing to an end the “red-blue” confronta-
﬒ on and opening the way for a poli﬒ cally more 
mature a﬐ itude to the power of state and pub-
lic obliga﬒ ons. This crisis, however, is a painful 
memory for socie﬑  and for the Socialist par﬑  
itself. Within the par﬑ , it is s﬒ ll a problem that 
has not received its poli﬒ cal assessment and the 
a﬐ itude towards this problem, and to the Prime 
Minister Jan Videnov, in par﬒ cular, is a sort of a 
dividing line between the diff erent internal par﬑  
frac﬒ ons. Nevertheless, the Socialist par﬑  suc-
ceeded in overcoming both its managerial and 
internal par﬑  crises and won the presiden﬒ al 
elec﬒ ons in 2005. 

Another direct result from the crisis was the cre-
a﬒ on of an early warning crisis system in Bulgar-
ia. At the end of 1997, the UNDP and the Minis-
try of External Aff airs ini﬒ ated the Early Warning 
project with the support of USAID37. The idea 
was to develop capaci﬑  to forecast poten﬒ al fu-
ture confl icts and crisis situa﬒ ons. The project 
has the following main goals: (1) developing ef-

fi cient structures for gathering data, informa﬒ on 
analysis and transmission; (2) building capaci﬑  
for forecas﬒ ng and reac﬒ ng in crisis situa﬒ ons 
before their escala﬒ on; (3) a﬐ rac﬒ ng the a﬐ en-
﬒ on of all stakeholders, including those, who 
would be aff ected by the development of a crisis 
or confl ict situa﬒ on (Gotchev, 2003, 188-189).

The 1996 – 1997 crisis closed socie﬑ ’s “illusion 
factory”38. It contributed to the change of psy-
chological a﬐ itudes and the acceptance of the 
fact of a heavy and unavoidable price of eco-
nomic reforms. A currency board was introduced 
in the country, imposing the necessary fi nancial 
discipline to achieve the economic and fi nancial 
stabiliza﬒ on. 
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