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Centuries ago, philosopher Jean-Jacques 
Rousseau produced works considering 
the age-old idea of a power balance 
between a government and its citizens; 
the latter abides by the laws of the 
former in order to receive protection 
and security. Implicit in this “Social 
Contract” is an understanding that 
law-abiding citizens who fulfill their end 
can expect to provide for themselves 
and their dependents . Though times 
have changes, the same balance is still 
believed to exist. But the relationships 
between modern day citizens and their 
governments have been strained by 
intensifying political complexity and 
economic development, arising largely 
out of globalization. A by-product of 
these changes has been the rise of 
large communities lacking economic 
and social value. As we know, nature 
loves opportunity, hates inefficiency, 
and favors survival of the fittest. Many 
disadvantaged members of society 
have found protection and security in 
the form of two coping mechanisms: 
organized criminal enterprises and 

formal cooperative businesses. While 
both of these coping mechanisms are 
thriving in Bulgaria, the poorest country 
in the European Union, Bulgaria’s 
political landscape is crumbling. 
Failure of the transitioning Bulgarian 
government to satisfy the demands of 
its social contract drives dependence on 
organized crime, which can only further 
weaken government sovereignty, and on 
agricultural cooperatives, which may be 
key to creating a stable democracy.
 
The term globalization generally 
implies a combination of three different 
concepts: capitalism, neo-liberalism, and 
globalization. Capitalism is generally 
defined as “an economic and political 
system in which a country’s trade and 
industry are controlled by private 
owners for profit, rather than by the 
state” ( Dictionary.reference.com). The 
West has long been pro- laissez-faire, 
demonstrating the support of the 
separation of political and economic 
spheres. Neo-liberalism is “a modern 
politico-economic theory favouring free 
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capable of consuming these goods and 
services . Current processes ironically 
seem to be catalyzing the decline of the 
very populations necessary for stability. 
To make matters worse, globalization 
reduces the power of governments to 
implement effective social programs 
because a “government’s effort to tax 
businesses can easily be undermined 
by firms threatening to move abroad 
where taxes are lower” . The culmination 
of these circumstances is an age 
where governments are less capable 
of instituting social welfare programs 
and citizens are increasingly in need of 
assistance.

If governments can’t stabilize these 
communities, their own future may be 
jeopardized. According to researcher 
Kwan Kim, “a nation’s sovereignty in 
economic terms is vested in the power 
of the state to implement policies for 
domestic stability and economic growth” 
. A rift in the Social Contract indicates 
a growing number of citizens are no 
longer receiving their end of the bargain. 

be naïve. In physics, I was taught that 
for every action there is an equal and 
opposite reaction. To some degree I 
believe this law may also apply to the 
process of globalization. 

One reaction I find particularly 
noteworthy is the expansion of 
marginalized communities. While 
globalization marches on at an 
increasingly brisk pace, we are faced 
with widening economic disparities 
worldwide, as well as growing 
unemployment . In many societies 
we can already see a hollowing out 
and dissolution of middle classes. As 
explained by Joseph Davey, “when 
there is a shrinking of the middle class 
through macroeconomic changes 
that increase the inequality of income, 
there is always the danger of rapid 
political destabilization.”  The ideal 
socioeconomic equilibrium requires a 
healthy middle class. Even capitalism 
requires high and continuous levels of 
consumer purchasing to sustain mass 
markets and relies on a working class 

trade, privatization, minimal government 
intervention in business, reduced public 
expenditure on social services, etc.” 
( Dictionary.reference.com). A neo-
liberal capitalist perspective generally 
supports the withdrawal of welfare 
systems and social safety nets. The 
opportunities provided by this system 
are believed to trickle down and make 
up for withdrawn government services. 
Although there is no formally agreed-
upon definition of globalization, it can 
be narrowly defined as “movements 
toward freer international trade and 
capital investments” . The process 
of globalization has primarily been 
an extension of Western neo-liberal 
capitalist policies throughout the rest of 
the world. 

Though there are undeniable benefits 
to globalization, there has also been a 
flurry of unintended and far less positive 
outcomes. Ideas move far more freely 
as the pace of development increases 
worldwide. But the utopian idea of a 
harmonious, globalized world may 
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been attributed to “the retreat of the 
state,” which happened faster than 
“legislation to control market activity 
could be passed and implemented.” 
During this void of sovereign power, 
illegal and a-legal activities didn’t meet 
much government resistance. Though 
countries are now better equipped to 
exert control, several factors make it 
difficult to suppress criminal enterprises. 
By adopting the latest technological 
advances, such entities have developed 
expertise in their trades. For example, 
researchers examining criminal gangs 
of southeastern Europe have found that 
these gangs are “the most modern in 
their technological skills and equipment” 
and can generate revenues that “by 
far” surpass the GNP of many countries 
there . Also, prevalence of corruption, 
particularly amid high-ranking 
political figures, reduces government 
effectiveness. Though provisions 
for financial assistance written into 
international agreements are designed 
to help governments subdue organized 
crime, efforts have generally been 
unsuccessful. 

An analysis of Bulgaria demonstrates 
the harm inflicted by organized criminal 
activities, yet hopefully conveys the 
potential for cooperatives to support 
positive changes. First, I want to illustrate 
the unsustainable trajectory of the 
following cycle of events: 

• Outside pressures prevent the 
Bulgarian government from holding 
corrupt officials accountable 

• When corrupt officials aren’t held 
accountable they reduce the Bulgarian 
government’s responsiveness to the 
needs of marginalized communities

• When the Bulgarian government is 
unresponsive, those communities lose 
faith in their government 

cash profits) and the ‘social economy’ 
(bartering systems where exchanges of 
goods and services are “under the table”) 
are two main sectors of the informal 
economy . While the cooperatives to 
which I’m referring are located in the 
formal economy, organized crime is 
categorized as an illegal enterprise of the 
informal economy. 

Cooperatives are credited stabilizing 
even the most disadvantaged 
communities. UN Secretary-General 
Ban Ki-moon praised cooperatives as 
“resilient and viable” businesses whose 
“success has helped many families and 
communities from sliding into poverty” 
. The result is an environment that 
offers a consistent sense of community, 
employment opportunities, and the 
chance to have a shared voice in 
members’ place of work. 

Organized criminal groups, though 
illegal, offer very similar benefits to 
their members. The informal economy 
relies heavily on social relationships and 
trust, since it is difficult to craft formally 
recognized agreements or take legal 
action in dealings between criminal 
parties. But the nature of criminal 
organizations implies that they break 
laws to gain an unfair advantage. Yet, 
little attention has been given to the 
social relationships within organized 
criminal groups, which create supportive 
networks between members and offer 
protection and security. It is no surprise 
that organized crime is a common 
occurrence in politically turbulent 
regions.  

The transitioning post-communist 
countries of Eastern Europe face serious 
political, economic and social problems 
as they transition towards systems of 
democratic governance. In this region 
the growth of organized crime and 
other informal economic activities has 

My scholarly interests lie in piecing 
together the splintered fragments 
of these eroded relationships and 
determining the fate of disenfranchised 
groups as globalization inevitably 
stresses the connection between citizens 
and their governments. 

The effects of globalization have 
catalyzed the formation of two coping 
mechanisms: criminal and cooperative 
businesses. The United Nations defines 
a criminal enterprise as “a group of 
three or more persons that was not 
naturally formed; existing for a period 
of time; acting in concert with the 
aim of committing at least one crime 
punishable by at least four years’ 
incarceration; in order to obtain, directly 
or indirectly, a financial or other material 
benefit” and defines a cooperative 
business as “an autonomous association 
of persons united voluntarily to meet 
their common economic, social, and 
cultural needs and aspirations through 
a jointly-owned and democratically 
controlled enterprise” . Both provide 
places of refuge for the disenfranchised, 
but while organized crime is presumed 
to harm society at large, governments 
are generally supportive of formal 
cooperative businesses. 

These coping mechanisms are members 
of very different economic sectors. 
Economies themselves to not exist in 
a vacuum, but are instead “embedded 
in normative social assumptions that 
can be called moral orders” . These 
“normative social assumptions” are 
created out of beliefs people have 
regarding society, its function, and 
their relationship to it. An economy 
has two sides: the formal economy, 
which is recognized and regulated by 
government, and the informal economy, 
which is not. The ‘black’ economy (the 
infamous market where illegal goods 
and services are sold to generate 
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conclusion loss of faith in government 
is more threatening to sovereignty than 
actual engagement in informal activities 
. Corruption destroys the possibility of 
a stable democracy because is destroys 
any sense of trust. Trust is “seen as the 
basis for all transactions and contract 
that individuals make, both within 
market and civil society” . The Bulgarian 
government must not remain on its 
current trajectory. So my question for 
Bulgaria is this: are there any sustainable 
coping mechanisms, functioning in 
the formal economy, that offer security 
and community? Research on Eastern 
European cooperatives has located 
enterprises that I believe accomplish just 
that. 

Dr. Hagedorn, a researcher of 
Agricultural Sciences, conducted 
studies in 2014 on cooperatives in a 
number of countries, including Bulgaria. 
Dr. Hagedorn notes, “over the last 20 
years, in Bulgaria… a solid structure 
of sizeable agricultural production 
cooperatives has emerged” . This timing 
roughly aligns with the beginning of 
Bulgaria’s transition. His study looks 
at two typical cases of agricultural 
cooperatives. Both cooperatives were 
located in “very poor regions where 
many people rely on employment in 
the cooperative,” . Their members have 
found protection in the form of reliable 
jobs. In these areas municipalities are 
so weak they are unable to maintain 
basic public services; because of that, 
agricultural production cooperatives 
have assumed the responsibility for 
“providing infrastructure, services, 
rural development aid and a safety 
net for the poor.” They have also 
developed more specialized services, 
such as maintaining “kindergartens, 
community centers, parks, green zones 
and sports facilities” even though this 
isn’t in the “immediate profit maximizing 
interest of the firm” . Not only have 

numbers of Bulgarians are driven 
towards securing their own futures. 

Despite the influence of international 
agreements, corruption remains out of 
control. A report on the effectiveness of 
the United Nations Convention Against 
Corruption, found that the convention 
has been unsuccessful in Bulgaria, largely 
due to “the low level of independence 
of investigators, prosecutors, and judges 
from political pressure” . The Bulgarian 
people are well aware that this is not the 
only commitment their government has 
failed to satisfy. 

The increasing levels of unmet need are 
paralleled by rising degrees of political 
unrest. Protests in early 2013 were 
some of the largest Bulgaria has seen 
since communism fell, “with more than 
100,000 Bulgarian citizens mobilizing 
themselves against poverty, high 
energy bills, and widespread political 
and economic corruption” . Declining 
faith in the government’s ability to 
enact effective change only heightens 
perceptions of corruption. In a survey 
taken by Gallup International Balkan, 
“respondents have deemed Bulgarian 
legislation as declining in efficiency 
in the period 2012 to February 2015” 
. In fact, 60.7% of respondents don’t 
even “believe an effective reform can 
be implemented this year that will 
counteract corruption in the local police 
and judiciary” . Perceptions of corruption 
only feed the informal economy. 

The effects of eroding faith in 
government are devastating. Corruption 
in Bulgaria is commonplace in the daily 
life, as citizens “frequently have to resort 
to some form of bribery” when dealing 
with government officials and state 
administrations . Scientists have found 
that rising perceptions of corruption 
result in “loss of trust in both political 
and legal institutions” leading to the 

• When marginalized communities lose 
faith in the Bulgarian government, it 
strengthens the informal economy

• When the informal economy 
is strengthened the Bulgarian 
government’s power diminishes

• When the Bulgarian government’s 
power diminishes, it is even less capable 
of holding corrupt officials accountable 

The dissolution of the Soviet Union 
opened the door for crime and 
corruption to gain a stronger footing 
in Bulgaria. The transition to capitalism 
began with “fast privatization of huge 
assets of state property” as the elites 
transformed their political power into 
economic power, creating an immediate 
polarization of society . As these actors 
gained a mix of economic and political 
control, they tied the hands of their 
fledgling democracy. Research shows 
that “high level political corruption has 
remained virtually unchallenged, partly 
because, as a result of political control 
over the police, investigations are 
conducted only in the case of low-level 
civil servants in the central and local 
administrations” . Efficient government 
functioning threatens informally 
acquired power, as demonstrated 
by a deadlocking of the Bulgarian 
government’s most critical functions. 

As a result, power in Bulgaria has 
become increasingly concentrated. 
Poverty in Bulgaria has a “territorial 
dimension” where there is a noticeable 
difference between the wealth in 
Sophia, the capital, and the poverty 
throughout the rest of the country . 
This polarization is juxtaposed with the 
increase in criminal opportunities. More 
convenient networking opportunities 
with international criminal groups 
accompanied the fall of communism . 
Faced with extreme poverty, increasing 
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Social Darwinism. Organized criminal 
groups appear to model themselves 
after businesses of the formal economy, 
and thus could be thought of as well 
adapted business people. It’s frightening 
to consider the possibility of a future 
where cheating has such a clear route to 
success. 

I admit that I’m biased in favor of 
cooperatives having lived at a residential 
cooperative for two years. In that 
time I have become fascinated by the 
similarities not only between trends 
in organized criminal enterprises 
and cooperative businesses, but also 
the striking similarities between the 
politics of the cooperative model and 
democratic governance. Growing 
marginalized communities requires 
immediate aide, both to ease their 
suffering and to prevent further 
dissolution of vital government-
citizen relationships. We need better 
classification systems and more in 
depth research on organized crime 
and cooperatives. I believe that as 
globalization progresses and the 
resulting consequences intensify, we will 
come to realize that the relationships 
between governments and citizens 
are of paramount importance for a 
sustainable future. 

also conducive to the acquisition of civil 
literacy skills. Cooperative statutes in the 
U.S. “typically require that cooperative 
members or stockholders elect the 
board of directors” are understood to 
work best with one-member/one-vote 
policies . Cooperatives function like mini-
democracies and may help to build back 
trust in representative government—
vital for healthy democracies. 

The third point is that we need to 
consider the fate of the relationship 
between citizens and their governments, 
which is changing. Towards the end 
of the twentieth century, as countries’ 
economies began to intertwine, the 
world experienced the “declining 
importance” of individual nations, 
which are no longer the “preeminent 
determinant of international politic 
or individual lives” . As the world gets 
smaller, the relative distance between 
government and citizen seems to 
increase. Rising rates of corruption 
may be accompanying that increasing 
distance. 

The fourth point is that, due to the 
brief nature of this essay, I was not 
able to discuss several aspects of my 
argument, including my belief that 
the success of organized crime can be 
explained through a perspective of 

the cooperatives secured economic 
opportunities, they have also taken 
on aspects of the Bulgaria’s unfulfilled 
social contract. They are compensating 
for political shortfalls by acting as 
government entities themselves. These 
practices have “not only stabilized the 
structure of agricultural production 
cooperatives but also the villages’ 
economy” .  These outcomes deserve 
a closer look not only into the various 
benefits that cooperatives stand to offer 
their communities, but the potential for 
these thriving enterprises to enfranchise 
the previously disenfranchised, provide 
opportunities to areas that were once 
barren, and create a positive shift in the 
direction of healthy, well functioning 
democracies.  

There are a number of points that 
I would like to make as I conclude 
this all too brief essay on some very 
broad yet important topics. The first 
point is that we need to recognize the 
complex nature of organized crime 
and potentially take steps away from 
criminalization and towards an effective 
solution.  Though sovereign powers 
have been quick to skew policy towards 
criminalization, deterrence is known to 
fail “in the face of growing poverty and 
economic hardship, on the one hand, 
and the huge profits that can be made 
for such activities, on the other” . The 
international community refuses focus 
on the basic social needs that organized 
crime is satisfying for societies most 
vulnerable populations. 

Secondly, we need to devote more 
attention to the political potential 
of cooperatives. Only the social and 
economic benefits of cooperatives 
appear to be receiving attention. But 
cooperatives also “allow disenfranchised 
individuals to wield market or political 
power as a group that they could not 
brandish as individuals.” Their structure is 
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