
 5

Fraud and Corruption Classification, Originated From 
Execution Processes of Management, Control and 

Expenditure from European Funds and Programmes  
 

Kiril Anguelov1 

 

 

Efforts of the Republic of Bulgaria Government in 
corruption prevention and anti-fraud activity, connected to 
management, control and expenditure financial resources from 
European Funds and Programmes have to be consider in the 
context of International acts [1] as well as European legal 
Framework [2, 3, 4]. 

Significance of this problem aria is affected in numerous 
European Regulations [5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 
17]. Our national legislation is entirely in accordance with 
these regulations.  

Council of Ministers Decrees regarding national rules for 
eligible expenditure through Operational Programmes [18] as 
well as the order of the executor determination on the part of 
the beneficiary [19] have directly attitude to the anti-fraud 
activities, because they are on the base of the organization and 
management of process of financial grant giving from 
European Funds and Programmes.  

Irregularities, connected to the fraud and corruption, can be 
qualified according to the four following basic indications: 

1. According phases of interaction between public bodies 
with beneficiaries. The concrete analysis of corruption 
appearance in the defined phases of interaction as well as the 
prevention mechanism will be subject of another publication.   

2. According their characters, irregularities are technical, 
contractual, financial and administrative. In this paper the 
identification of critical points, connected with potential 
frauds and corruption is based on the phases, which have 
direct effect on the beneficiaries from the general process of 
management, control and financial exchange from the 
European Funds and Programmes: planning process of 
Operational Programme execution and timetable for activities; 
communication and information measures; call for proposals, 
their assessment and decision making for financing concrete 
projects, public procurement and monitoring of approved 
projects implementation.   

3. According the type of guilt, irregularities can be 
determined as premeditated and unpremeditated. Premeditated 
irregularities are directly connected to the corruption practice. 
In their character they are activities of juridical and physical 
persons, participating in the process of management, control 
and financial exchange of sources from European Funds and 
Programmes, aiming profiteering / acquisition benefits for 
persons in breaking the contract clauses. 
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Unpremeditated irregularities are activities of physical or 
juridical persons, participating in the process of management, 
control and financial expenditures from European Funds and 
Programmes, caused from neglect or breaking the accepted 
procedures. These procedures create opportunities for 
corruption expansion. Mainly these types of irregularities are: 
casual mistakes, negligence, unintentional breaking of going 
procedures.  

4. According the level of its negative impact, irregularities 
are: without financial consequences; with small, medium or 
big financial damages. Irregularities without financial 
consequences are those, found before payment execution of 
non-eligible expenditures of the beneficiary, namely before 
the final realization of the corruption schema. Irregularities 
caused financial damages are those, where the payment of 
non-eligible expenditure is done. They can be classified in the 
given three groups, where the concrete parameters of each of 
them are fixed in the legal practice, according the Chapter III 
(Misappropriations) from the Penal Code of the Republic of 
Bulgaria [20]. According the European Regulations, after 
ascertaining of irregularity with financial damages, the 
beneficiary is obliged to reimburse sum in time, shown from 
administration. 

5. According to the frequency of irregularities. The 
frequency shows in which intervals of time, during the limit 
period, the analogical regularities is made in the process of 
management, control and financial exchange from European 
Funds and Programmes. The frequency of irregularities can 
serve as an indicator for level of organization and 
management of whole activities of Intermediate Bodies, 
Management Authorities, Monitoring Comities of Operational 
Programme, Certified and Audit Bodies. 

We can define three cases according to this: 
1. Irregularity is not repeated or if it is repeated, is 

accidentally. These are single cases of one project and not for 
the system as a whole. They are corruption or mistake results 
of a concrete officer or officers and should not appear in other 
cases, where the procedures of management and control are 
observed. The presence of single cases up to concrete level 
can be consider as a non-endanger element for the control 
system. The consequences of this single cases can be easy 
avoidable after revealing. The repetition of analogical cases is 
impossible in working internal control system. If the control 
system non function normally, accidental irregularities can 
reinforce its intensity of appearance and can assume 
periodical character.   
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2. Periodical repeated irregularities. This type of 
irregularities is characterized with high risk of repetition in 
concrete type of projects, in which exist gaps in the systems of 
management and control. The frequency depends on the 
repetition of concrete direction of grants. They can be as 
unpremeditated, as created for serving corruption practice. 
Periodical irregularities repetition from the same type is a 
mark for:    

- weak control system in Intermediate Body and Managing 
Authority, with insufficient defined sphere of control;  

- existence of sustainable potential for corruption practice 
development;   

- impossibility of Intermediate Body and Managing 
Authority to cope without support of superior institution.    

3. Continuous irregularities repetition. For those 
irregularities is characteristically that they can participate 
horizontally in all direction types for financial allocation as 
well as in many projects. This type irregularities repetition, 
besides the weak control in Intermediate Body and Managing 
Authority, shows the impossibility of superior institution for 
positive influence on the processes of management, control 
and financial exchange from European Funds and 
Programmes. As a result of this the accreditations of 
Intermediate Bodies as well as the Management Authorities 
can be withdrawn, the financial resources can be frozen, and 
the programmes - suspended.   

Quantitative irregularity assessment can be determined 
through the following indicators: 

 
1. Intensity of irregularities from the same type. This 

indicator characterizes the number of irregularities from the 
same type in a unit of time in defined calendar interval, in 
which the analysis is made and it is calculate through formula: 
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Where: 
Qn1 – number of ascertain irregularities from the same type 

in defined calendar interval timing; 
Т1 – timing for the same calendar interval, present in 

months.  
This indicator allows assessing activities of concrete 

department on the system of management, control and 
financial exchange from European funds and programmes.   

 
2. Intensity of irregularities in concrete direction of grant 

schemas giving – characterizes number of irregularities in 
concrete direction of grant schemas giving for in a unit of time 
in defined calendar interval, in which the analysis is made and 
it is calculate through formula: 
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Where: 
Qn2 – number of ascertain irregularities in concrete 

direction of grant schemas giving in defined calendar interval 
timing; 
Т2 - timing for the same calendar interval, present in 

months. 
 
3. Efficacy of control process – characterizes the relative 

share of projects with irregularities regarding all projects in 
concrete direction of grant schemas giving: 
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Where: 
Pn – number of projects with ascertain irregularities for 

defined calendar interval timing. 
P – number of projects without ascertain irregularities for 

defined calendar interval timing. 
Last tow indicators allow assessing the activities of 

concrete Intermediate Body and Management Authority in 
reference to the organization and management of processes in 
concrete direction of grant giving schemas.  

Level of capacity for corruption prevention depends on the 
percentages of irregularities, identified before payment 
execution of non-eligible expenditure from the part of 
beneficiary. This determines to a great extend the 
effectiveness of a Control System in Intermediate Bodies and 
Managing Authorities.  

 
4. Effectiveness of control process – characterizes the level 

of negative influence of irregularities in concrete direction of 
grant giving schemas:  

n
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Where: 
Cn – total sum of executed non-eligible payments from 

beneficiaries in concrete timing in define direction of grant 
giving schemas.  

C – total sum of executed eligible payments from 
beneficiaries in concrete timing in define direction of grant 
giving schemas. 

Corruption and frauds classification, arising in execution 
processes of management, control and financial expenditures 
from European Funds and Programmes is shown on figure 1.   

This classification through general indicators creates a 
possibility for analysis of different corruption activities, 
aiming effective corruption prevention.  
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CONCLUSION  
 

For corruption, aroused in execution process of 
management, control and financial exchange from European 
Funds and Programmes, the financial misappropriation is 
typical. This abuse can cause serious consequences for The 
Republic of Bulgaria, expressed in image loss and direct 
financial damages for the Republic budget. This is possible 
because of Programme co-financing from national sources, 
and in cases where the financial resources, objects of ascertain 
frauds can not be reimburse.  Thus predetermines the paper 
topic as a priority sphere in corruption prevention.  

Quantitative irregularity assessment can be determined 
through the following indicators: 

a. Intensity of irregularities from the same type.  
b. Intensity of irregularities in concrete direction of grant 

schemas giving. 
c. Efficacy of control process.  
d. Effectiveness of control process.  
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Figure 1, Frauds and Corruption classification, arising in execution processes of management, control and financial 
expenditures from European Funds and Programmes 

Frauds and Corruption, arising in execution of processes of management, control and financial expenditure from 
European Funds and Programmes  

Types of corruption, according national legislation  

Frauds 

Types of corruption according phases of interaction between public bodies with beneficiaries  

Corruption in process of planning execution of Operational Programme and relevant activities 

Corruption, connected to the project proposal call, their assessment and decision making for financing concrete 
projects 

Corruption, connected to the information campaign for potential beneficiaries 

Corruption, connected to the project proposal  

Corruption, connected to the members of Assessment Commission  

Corruption, connected to the Assessment of project proposals  

Corruption, connected to the contracting process  

Corruption, connected to the amendments of contracts  

Corruption, connected to the public procurement practice  

Corruption, connected to the monitoring of executed projects  

Corruption according to the types of irregularities  

Administrative

Premeditated 

Technical  Contracted

Corruption according type of guilt in execution of irregularities  

Unpremeditated 

Financial

IrregularitiesSuspicions  

Corruption according the level of negative impact  

Without financial 
consequences  

Corruption according to the irregularities repetition  

Single cases of irregularities  

Periodical repeated irregularities  

Continuously irregularities repetition 

With low financial 
damages 

With middle financial 
damages 

With big financial 
damages 


