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Like that of other EU countries, Bulgaria’s business economy is dominated by small and medium-sized
enterprises (SMEs), which account for 76 % of employment and 61 % of value added. Most Bulgarian SMEs
are active in the wholesale and retail trade sector, which accounts for almost half of Bulgarian SMEs. The
economic crisis hit the economy hard, resulting in a decline in real gross domestic product (GDP) of 5.5%
between 2008 and 2009. Despite a weak recovery in subsequent years, driven by external demand, in 2013
real GDP was still 2% below its pre-crisis level. From 2008 to 2013, employment fell in both SMEs and large
companies, although to a greater degree in the latter group: SMEs lost about 8% of their workforce, large
firms lost about 16 %. At the same time, value added by SMEs declined by 4 %, whereas in large firms it grew
by about 8%. This diverging trend can be explained by the fact that the economic crisis has put strong
pressure on firms to improve productivity and to diversify their markets, and SMEs were slower to adapt than
larger firms.

In 2013, Bulgaria’s SBA profile can be described as ‘catching up’> most areas score below or close to the EU
average but have made progress in recent years. It improved most in terms of responsive administration,
think small first’ and access to finance. Moreover, commercial law was amended to provide a consistent legal
framework for tackling arrears in payment and pursing debtors, while the government took urgent action to pay
the public administration’s debts to the private sector. Other significant measures improving the SME
environment and access to finance were announced and some were quickly implemented. However, there
was a lack of consistent policy action on improving skills and innovation, and on simplifying the insolvency
framework.

The Small Business Act for Europe (SBA) is the EU’s flagship policy initiative to support small and medium-sized
enterprises (SMEs). It comprises a set of policy measures organised around 10 principles ranging from
‘entrepreneurship’ and ‘responsive administration’ to ‘internationalisation’. To improve the governance of the
SBA, the 2011 review of the Act called for improved monitoring. The SBA Fact Sheets are published annually
and aim to improve understanding of recent trends and national policies affecting SMEs.
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Number of enterprises Number of employees Value added
Bulgaria EU-28 Bulgaria EU-28 Bulgaria EU-28
Number Proportion Proportion Number Proportion Proportion Billion € Proportion Proportion
Micro 275908 91.1% 92.4% 560 660 30.3% 29.1% 3 17.8% 21.6%
Small 22194 7.3% 6.4% 441 867 23.9% 20.6% 4 22.5% 18.2%
Medium-sized 4091 1.4% 1.0% 402 954 21.8% 17.2% 4 21.1% 18.3%
SMEs 302193°  99.8% 99.8%| 1405481°  75.9% 66.9% 117 614% 58.1%
Large 623 0.2% 0.2% 445 589 24.1% 33.1% 7 38.6% 41.9%
Total 302 816 100.0% 100.0%| 1851070 100.0% 100.0% 18 100.0% 100.0%

These are estimates for 2013 produced by DIW Econ, based on 2008-11 figures from the Structural Business Statistics Database (Eurostat).
The data cover the 'business economy', which includes industry, construction, trade, and services (NACE Rev. 2 sections Bto J, L, M and
N), but not enterprises in agriculture, forestry and fisheries and the largely non-market service sectors such as education and health. The
advantage of using Eurostat data is that the statistics are harmonised and comparable across countries. The disadvantage is that for some
countries the data may be different from those published by national authorities.

Like that of other European countries, Bulgaria’'s
business economy is dominated by SMEs, which
account for 76 % of employment and 61% of value
added. Most Bulgarian SMEs are active in the
wholesale and retail trade sector, which accounts for
44% of all SMEs, a considerably higher share than
the EU average of 29%. At the same time, SMEs are
comparatively less prevalent in the construction
sector, and in the water supply and sewerage sector.

The economic crisis hit the Bulgarian economy hard,
resulting in a decline in real GDP of 5.5% between
2008 and 2009. Despite a weak recovery in
subsequent years, driven by external demand, in 2013
real GDP was still 2% below its pre-crisis level.
However, by the end of 2013, domestic consumption
had made a modest recovery and all key economic
sectors experienced positive growth.2

Between 2008 and 2013, both SMEs and large
companies lost jobs, the latter group to a greater
degree: SMEs fired about 8% of their employees,
large companies 16 %. At the same time, value added
generated by SMEs declined by 4 %, whereas that of
large firms grew by about 8%. One explanation for
this trend is that, due to economic decline following
the world economic and financial crisis, companies
were under pressure to improve their productivity
levels and to diversify their markets. SMEs were
slower to adapt than larger firms. The reasons are to
be found in SMEs’ lack of crisis management skills
and their higher share of low skilled Ilabour.
Furthermore, before the crisis began, Bulgarian SMEs
were mainly active in construction, the wholesale and
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retail trade, and real estate — sectors heavily reliant
on domestic demand, which declined severely. By
contrast, export-oriented large firms benefited from
the recovering demand in other European countries.
In addition, late payment by the state of companies’
VAT refunds and the stock of public administration
debts to the private sector led to a serious capital
shortage among SMEs. The sharp decline in large
companies’ employment is based on the growing
tendency in Bulgarian firms to optimise production
costs by decreasing employment and increasing
productivity.>*

Although the Bulgarian business community has
reservations about the current business situation,
expectations for 2014 are fairly optimistic because the
business climate was improving by the end of 2013. In
a survey conducted by the Bulgarian Chamber of
Commerce and Industry (BCCI)S, 47.6% of
respondents expect the business climate to improve in
2014 compared with 39.7% in the survey for 2013,
while 35.7% expect the business climate to remain
unchanged. The driving force for these positive
expectations is the state’s improved attitude towards
entrepreneurship, and towards SMEs. Improved
dialogue with government resulted in emergency
measures such as prompt payment of VAT refunds,
prompt payment for successfully executed public
procurement contracts, and a significant reduction in
the administrative and regulatory burden.®

A slight increase in consumption is expected even
though employment is projected to decline further.
This reflects the increased incomes of the lowest paid

2
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In 2013, Bulgaria’s SBA profile can be described as
‘catching up’: it scores below or close to the EU
average in most areas but has made progress in
recent years.

In 2013, Bulgaria took a substantial number of
measures addressing 6 out of the 10 policy areas
under the Small Business Act. Most progress was
made in responsive administration, ‘think small first’
and access to finance. The commercial law was
amended to provide a consistent legal framework for
tackling arrears in payment and pursing debtors, while
the government took urgent action to pay the public
administration’s debts to the private sector. Other
significant measures improving the SME environment
and access to finance were announced and some
were quickly implemented. However, while most of the
attention was focused on improving the business
environment, not much was done in the area of
improving skills, or in simplifying the insolvency
framework. This shortcoming severely curbs the
potential for restructuring Bulgarian small and
medium-sized businesses.

In 2013, the government adopted a national strategy
to implement the SBA, the national strategy for SME
promotion, based on strategic goals mirroring the 10
SBA areas. This step is seen as marking the
beginning of proactive small business policy in

2014 SBA Fact Sheet —
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Note: The scores presented in the chart above are not fully comparable to the ones displayed in previous versions ofthe Fact Sheet. Thisisdueto a
review of the framework of indicators used to assess performance across the SBA principles. For more details, please consult the methodological
note on the webpage of the SME Performance Review: http://ec europa ewenterprise/policies/sme/ffacts-figures-analysis/performance-review/

The ‘think small first’ principle aims to ensure that SME concerns are mainstreamed into EU and national
legislation and policies. Policy makers at all levels are expected to consult small businesses and to keep their
needs and limitations in mind during all phases of legislative and policy processes. The aim is to ensure that
regulations do not unnecessarily or excessively burden SMEs or hamper their competitiveness.

Bulgarian business stakeholders acknowledge the positive shift in the government’s attitude to SMEs but stress
the continuing need for more transparency, stability, and closer consultation of SME stakeholders before one
can conclude that the ‘think small first’ principle has been fully implemented in Bulgaria. Moreover, assessments
of the likely effect of proposed legislation or policy actions (the ‘SME test’) are not properly carried out yet. In
general, the lack of specific expertise and clear guidelines still hampers the quality of regulatory impact
assessments and the corresponding SME tests.

Some recent moves to simplify regulation have done a good deal to reduce administrative burdens on SMEs.
Many procedures have been simplified and made easier, e.g. access to information about owners and financial
data, customs procedures, company establishment, and tax procedures.

2014 SBA Fact Sheet — 5
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Variation from the EU average
(measured in standard deviations, EU average=0)

Degree to which school education helped develop an entrepreneurial attitude; 2012;
Bulgaria: 61; EU avg: 50

-2.0

-1.5 -1.0 -0.5 0.0 0.5 1.0 15 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Updated statistics on Bulgaria’s performance in
entrepreneurship are no longer available due to a
change of source (from the Euro Barometer Survey on
Entrepreneurship, available every three years, to
statistics provided through the Global
Entrepreneurship project, available annually, which
unfortunately does not yet cover Bulgaria).

Nevertheless, the Eurobarometer data from 2012
reveals a great deal of entrepreneurial activity, which
is typical of countries going through an efficiency-
driven economic phase. Thus, over a third of
Bulgarians (36% as compared with 23% in the EU)
report that they have previously started a business or
are taking steps to do so. Entrepreneurial activity is
also increasing: in 2009, the figure was only 15 %.

The figure for feasibility of self-employment was both
rising and higher than the EU average in 2012: 36%
of Bulgarians claimed that it was either very or fairly
feasible for them to start a business in the near future
as compared with 30% in the EU. This attitude is
probably the result of a remarkably positive

entrepreneurial culture, coupled with a recent
improvement in the overall framework conditions for
entrepreneurship in Bulgaria.

By contrast, there is some room for improvement in
the quality of entrepreneurship, as indicated by the
lower-than-average proportion of entrepreneurs who
have started their own business to exploit a market
opportunity (42 % as compared with 49% in the EU).

In general, it seems Bulgaria offers an environment in
which successful entrepreneurs are admired and
accorded high social status, and a majority of
Bulgarians believe that schools are successful in
developing a sense of initiative and action and a
desire for independence gualities typical of
entrepreneurs.

On the policy side, Bulgaria’s involvement in the
Erasmus for Young Entrepreneurs programme and
the micro-financing facilities offered for start-ups
provide positive incentives that underline the generally
favourable situation in this policy area.

Variation from the EU average
(measured in standard deviations, EU average=0)

Time to resolve insolvency (in years); 2014; Bulgaria: 3.3; EU avg: 2

Cost of resolving insolvency (cost of recovering debt as percentage of the debtor's
estate); 2014; Bulgaria: 9; EU avg: 10.29

Degree of support for a second chance (%); 2012; Bulgaria: 84; EU avg: 82

-2.0

-15 -1.0 -0.5 0.0 0.5 1.0 15 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Bulgaria’s performance on giving entrepreneurs a
second chance when their business fails is below the

2014 SBA Fact Sheet —

EU average, dragged down by a bureaucratic and
inefficient insolvency framework. Entrepreneurs who
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have failed and need to go through insolvency face
procedures that take more than a year longer than the
EU average, albeit at a slightly lower cost. Public

support for allowing failed entrepreneurs a second
chance is in line with the EU average.

On the public policy front, no significant measures
were taken in this area in 2013.

Variation from the EU average
(measured in standard deviations, EU average=0)

Time to start a business (in calendar days); 2013; Bulgaria: 4; EU avg: 4.2

Cost of starting a business (in euros); 2013; Bulgaria: 60; EU avg: 318
Paid-in minimum capital (percentage of income per capita); 2014; Bulgaria: 0; EU
avg: 10.42
Time required to transfer property (in calendar days); 2014; Bulgaria: 14; EU avg:
21.7

Cost required to transfer property (percentage of property value); 2014; Bulgaria:
2.9;EUavg: 4.7

Number of tax payments per year; 2014; Bulgaria: 13; EU avg: 12.54

Time it takes to pay taxes (hours per year); 2014; Bulgaria: 454; EU avg: 192.57
Cost of enforcing contracts (percentage of claim); 2014; Bulgaria: 23.8; EU avg:
21.49

Fast-changing legislation and policies are a problem for doing business (percentage
of respondents who agree); 2013; Bulgaria: 59; EU avg: 70

The complexity of administrative procedures is a problem for doing business
(percentage of respondents who agree); 2013; Bulgaria: 81; EU avg: 63

SMEs interacting online with public authorities (%); 2013; Bulgaria: 82.88; EU avg:
87.58

Licenses and permit systems (1=lowest level of complexity, 26=highest level of
complexity); 2011; Bulgaria: 20.4; EU avg: 15.77

Burden of government regulations (1=burdensome, 7=not burdensome); 2013;
Bulgaria: 3.1; EU avg: 3.2

-2.0

-1.5 -1.0 -0.5 0.0 0.5 1.0 15 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Bulgaria offers a less business-friendly environment
for SMEs than the EU average, but its scores vary
greatly.

On the one hand, start-up procedures are quick,
cheap and efficient, so that it is currently possible to
start a business in Bulgaria in four days at a cost of
EUR 60, with no capital requirements. Procedures for
registering and transferring property are also speedier
and less expensive than the EU average.

On the other hand, there is a lot of room for progress
in cutting red tape; the business survey carried out in
2013 showed 81% of business owners believe that
the complexity of administrative procedures is a
problem in doing business. One case in point is the

2014 SBA Fact Sheet —

time required to comply with major tax obligations,
which is currently twice as high as the EU average.

Stakeholders complain of persistent difficulties in
managing all of the administrative requirements of the
various authorities and the lack of efficiency of e-
government services, which do not allow official
documents to be submitted only once, as
recommended in the Small Business Act for Europe.
Concerning e-government, it seems that some
services are provided electronically but not enough.
However, the budget for improving online government
services is expected to increase in the next few years

Finally, the licensing system in Bulgaria is very
complex, with costly, inefficient and lengthy

7
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procedures to obtain the licences necessary to start
business operations.

On the policy front, a great deal of progress was made
in 2013. The Ministry of Economy and Energy
adopted a national strategy for SME promotion 2014-
2020 in January 2014, also referred to as the ‘Small
Business Act’.

Three new policy packages focused on decreasing
the regulatory burden have been adopted by the
Council of Ministers. They cover 138 individual
measures that are expected to greatly improve the
business environment for SMEs by responding
directly to their needs. For example, 42 regulatory
procedures for SMEs have been scrapped; the

number of documents requested for 84 services has
been reduced, as has the time taken to provide 54
services. The total burden reduction is estimated to be
worth more than EUR 30 million.

Delayed payment of invoices by government and
businesses was urgently addressed, partly by
amending the legislation to help improve SMEs’ debt
recovery. However, more measures in this area have
been recommended by stakeholders, for example
securing SMES’ legal status, introducing a business
ombudsman, introducing an ‘SME test’ for
government measures, and drafting and enforcing
anti-monopoly regulations.

Variation from the EU average
(measured in standard deviations, EU average=0)

Percentage SMEs account for in the total value of public contracts awarded (%);
2013; Bulgaria: 52; EU avg: 29

Percentage of businesses participating in public tenders (%); 2013; Bulgaria: 28; EU
avg: 37

Average delay in payments from public authorities (in days); 2013; Bulgaria: 22; EU
avg: 28.05

Percentage of businesses submitting proposals in a public electronic tender system
(e-procurement) (%); 2013; Bulgaria: 9.84; EU avg: 12.85

-2.0

-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Overall, Bulgaria’s performance is average, but again
the indicators point in different directions. SMEs’
share of the value of public procurement contracts, at
52%, is still far higher than the EU average of 29 %,
but has fallen from 79% in 2008. At the same time,
the gains from these contracts go to a smaller number
of firms, as only 28% of all companies report having
participated in public tenders in 2013. Some
improvements are expected in the future through the
implementation of a new system for e-procurement,
which is currently being developed by the Public
Procurement Agency in the Ministry of Economy and
Energy.

Finally, SMEs in Bulgaria involved in contracts with
public authorities seem to benefit from slightly shorter
payment times for the goods and contracts they

2014 SBA Fact Sheet —

deliver (22 days in excess of the contract terms, as
compared with an EU average of 28 days).

In 2013, Parliament amended the commercial law to
transpose the Late Payments Directive (2011/7/EU),
thus creating a consistent legal framework for
combating late payment and pursuing debtors.
Debtors will now be forced to pay interest and
reimburse all the additional recovery costs incurred by
their creditors if they do not pay for goods and
services on time (30 days for public authorities and 60
days for businesses).
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Variation from the EU average
(measured in standard deviations, EU average=0)

Rejected loan applications and unacceptable loan offers (percentage of loan
applications by SMEs); 2013; Bulgaria: 14.1; EU avg: 14.4

Access to public financial support including guarantees (percentage of respondents
that indicated a deterioration); 2013; Bulgaria: 13; EU avg: 17.3

Willingness of banks to provide a loan (percentage of respondents that indicated a
deterioration); 2013; Bulgaria: 10.4; EU avg: 24.6

Cost of borrowing for small loans relative to large loans (%); 2013; Bulgaria: -6.79;
EU avg: 23.82

Total amount of time it takes to get paid (days); 2013; Bulgaria: 37.33; EU avg: 50.76

Bad debt loss (percentage of total turnover); 2013; Bulgaria: 7; EU avg: 3.83

Venture capital investments (percentage of GDP); 2012; Bulgaria: 0; EU avg: 0.04

Strength of legal rights index (0-10); 2014; Bulgaria: 9; EU avg: 6.82

-2.0

-1.5 -1.0 -0.5 0.0 0.5 1.0 15 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Access to finance is still a key challenge for Bulgarian
SMEs, even though the situation has improved since
2009. The latest figures on bank loans indicate that
access to credit has stopped deteriorating, but
Bulgarian banks are still reluctant to ease credit
constraints, and they continue to be very risk-averse
and to ask for high collateral. Around 14% of
Bulgarian SMEs reported that they had had an
application for a loan refused or that the conditions
imposed by the banks had been unacceptable.
However, the proportion of business owners who
reported a deterioration in banks’ willingness to
provide loans or in access to public financial support
is much lower (10%) than in the EU generally (24 %).
This included reports of more difficulty in obtaining
guarantees (13% as compared with an EU average of
17 %).

Nevertheless, great difficulties persist in access to
alternative sources of finance such as venture capital
and crowd founding, which are which are very hard to
find in Bulgaria.

2014 SBA Fact Sheet —

On the policy front, some progress has been made,
especially in payment of arrears owed to private
companies by public authorities and by speeding up
refunds of input VAT. In December 2013, 6918
companies received VAT refunds, and the new fiscal
year started with payments of arrears to businesses.

Additionally, a newly introduced measure called ‘Risk-
sharing loans’ provided loans with 50 % of the interest
rate subsidised, together with co-financing of
investment.

The latter measure was one of a number of schemes
launched to improve Bulgarian SMEs’ access to
finance from 2010 to 2014 under the Joint European
Resources for Micro- to Medium-Sized Enterprises
(JEREMIE) initiative, run in partnership with the
European Investment Fund. Most of the schemes
were very successful, although stakeholders
expressed the opinion that they focus too narrowly on
high-tech companies.
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Variation from the EU average
(measured in standard deviations, EU average=0)

SMEs with intra-EU exports of goods (percentage of SMEs in industry); 2011;
Bulgaria: 14.56; EU avg: 13.89

SMEs with intra-EU imports of goods (percentage of SMEs in industry); 2011;
Bulgaria: 16.35; EU avg: 17.47

Public contracts secured abroad by SMEs (percentage of total value of public
contracts); 2013; Bulgaria: 3.2; EU avg: 2.6

Number of single market directives not yet transposed; 2013; Bulgaria: 4; EU avg:
8.69

Average transposition delay for overdue directives (in months); 2013; Bulgaria: 8.3;
EUavg: 8

Number of pending infringement proceedings; 2013; Bulgaria: 27; EU avg: 30

-2.0

-1.5 -1.0 -0.5 0.0 0.5 1.0 15 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Overall, Bulgaria’s performance in this policy area is
close to the EU average.

More than 14% of the SMEs operating in
manufacturing have reported exports of goods to
other EU countries in 2011, figures which mirror the
performance of their EU counterparts. The situation
for imports of goods is very similar. Note that these
figures do not give the whole picture: for example,
statistics on trade in services disaggregated by size
are unavailable.

At the same time, Bulgaria performs well in efficient
transposition of EU law, with only 4 outstanding
directives and shorter-than-average transposition
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times. Bulgaria also has about 27 infringement cases;
in such cases transposition is presumed not to comply
with EU law or internal market rules.

On the policy front, in 2013 the Bulgarian Institute for
Standardisation (BIS) adopted a strategy for 2014-
2017. The strategy makes SMEs and their
organisations core target groups for the BIS’s efforts
to involve stakeholders in standardisation and to step
up cooperation with interested parties.

10
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Variation from the EU average
(measured in standard deviations, EU average=0)

Percentage of SMEs introducing product or process innovations; 2010; Bulgaria:
16.59; EU avg: 38.44

Percentage of SMEs introducing marketing or organisational innovations ; 2010;
Bulgaria: 16.31; EU avg: 40.3

Percentage of SMEs innovating in-house; 2010; Bulgaria: 12.98; EU avg: 31.83

Percentage of innovative SMEs collaborating with others; 2010; Bulgaria: 3.33; EU
avg: 11.69

Sales of new-to-market and new-to-firm innovations (percentage of turnover); 2010;
Bulgaria: 7.58; EU avg: 14.37

Percentage of SMEs selling online; 2013; Bulgaria: 4.67; EU avg: 13.87
Percentage of SMEs purchasing online; 2013; Bulgaria: 3.04; EU avg: 26.31

Turnover from e-commerce; 2013; Bulgaria: 2.69; EU avg: 13.98

Percentage of all enterprises that train their employees; 2010; Bulgaria: 31; EU avg:
66

-2.0 -1.5 -1.0 -0.5 0.0 0.5 1.0 15 2.0
Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Bulgarian SMEs’ very modest performance on skills Puy online and to generate a significant share of
and innovation represents one of the major concerns ~ 'évenue from online commerce.

for their competitiveness. Only a third of Bulgarian businesses offer their
All core indicators of innovation are far below the EU ~ employees vocational training, which is half the EU
average: as local SMEs are less likely to introduce —average. Stakeholders report that a substantial skills
product, process, marketing and organisational 9ap in the SME workforce is a major obstacle to
innovations and to collaborate with each other. One  growth.

direct consequence of this situation is that very few On the public policy front, no significant measures
Bulgarian SMEs apply for patents. were taken in this area in 2013.

Similarly, the growth opportunities offered by e-
commerce are little exploited by local firms that are
also below average in their ability to sell products or

2014 SBA Fact Sheet — 11
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Variation from the EU average
(measured in standard deviations, EU average=0)

Percentage of SMEs that have taken resource-efficiency measures; 2013; Bulgaria:
86; EU avg: 95

Percentage of SMEs that have benefited from public support measures for their
resource-efficiency actions; 2013; Bulgaria: 47; EU avg: 35
Percentage of SMEs that offer green products or services; 2013; Bulgaria: 11; EU
avg: 26
Percentage of SMEs with a turnover share of more than 50% generated by green
products or services; 2013; Bulgaria: 12; EU avg: 22

Percentage of SMEs that have benefited from public support measures for their
production of green products; 2013; Bulgaria: 12; EU avg: 26

-2.0

-1.5 -1.0 -0.5 0.0 0.5 10 15 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Bulgaria is also clearly behind the EU in terms of its
environmental performance. Bulgarian SMEs are still
less likely to take resource-efficiency measures
although many of them (47%) report they have
received public support for these. Similarly, only 11 %
(compared with an EU average of 26 %) have begun
to exploit the growth opportunities offered by the

green market, by offering eco-friendly products or
services. Public support for this type of endeavour is
still below average.

On the public policy front, no significant measures
were taken in this area in 2013.

Variation from the EU average
(measured in standard deviations, EU average=0)

SMEs with extra-EU exports of goods (percentage of SMEs in industry); 2011;
Bulgaria: 7.32; EU avg: 9.68

SMEs with extra-EU imports of goods (percentage of SMEs in industry); 2011;
Bulgaria: 8.63; EU avg: 8.18

Cost required to import (in USD); 2014; Bulgaria: 1365; EU avg: 1069.89
Time required to import (in days); 2014; Bulgaria: 17; EU avg: 10.71
Number of documents required to import; 2014; Bulgaria: 5; EU avg: 4.68
Cost required to export (in USD); 2014; Bulgaria: 1375; EU avg: 1034.64
Time required to export (in days); 2014; Bulgaria: 20; EU avg: 11.82

Number of documents required to export; 2014; Bulgaria: 4; EU avg: 4.25

-2.0

-1.5

-1.0 -0.5 0.0 0.5 1.0 15 2.0

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Based on the available indicators measuring
internationalisation, Bulgaria scores far behind the EU
average. The framework conditions for trading outside
the EU are clearly less favourable for exporting or
importing SMEs, which face both lengthy and more
costly procedures. Indicators of the export
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performance of Bulgarian SMEs are also slightly lower
than the EU average, with only 7% of businesses
active in manufacturing reporting exports of goods to
non-EU countries. It should be noted that data on
trade in services is not available broken down by
company size.
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More recent trade statistics for the whole economy
show that in 2013 the trade balance was negative,
although better than in 2012 due to higher exports of
goods. According to the National Statistics Institute
(NSI), Bulgarian exports to the EU increased by 9.6 %
in 2013 and exports to non-EU countries by 3.5%.
According to data from the Bulgarian National Bank
(BNB) the growth in imports, in contrast, remained
relatively low at 1.3% due to depressed domestic
demand and low investment activity by Bulgarian
enterprises. Bulgaria’s leading export products are
fuel and copper, followed by electrical and electronic
products and machinery, iron and steel, and clothing.
Exports of electronic products over the past five years
grew at an average annual rate of 17 %, while global
exports grew by 4% in the same period, which means
that Bulgaria is gaining market share.

Exports of electricity continue to be important for the
Bulgarian economy, major export markets being
Greece, Serbia and the former Yugoslav Republic of
Macedonia, which altogether account for 70% of
Bulgaria’s electricity exports.

On the public policy front, no significant measures
were taken in this area in 2013.
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Below is an example of an interesting policy practice from Bulgaria to show what governments can do to
support SMEs:

The idea of drafting a national strategy for SME promotion 2014-2020 based on strategic goals reflecting
the 10 SBA principles includes innovations which could address problems of poor strategic management in
the SME sector not only in Bulgaria but in other Member States with a post-totalitarian background.

The strategy, adopted by the Bulgarian Council of Ministers in January 2014, has 10 goals, each formulated
in a way that reflects the relevant SBA principle. It aligns the priorities for Bulgaria’s support for SMEs with
those of the European Union. This allows implementation to be evaluated in a way that can be compared
with the results of other Member States implementing the SBA. It also links analysis of the sector to SBA
principles. It is thought that closely linking the national SME strategy to the 10 principles subject to annual
EU review will prevent a common pitfall in the governance culture observed in most Member States with a
post-totalitarian background where there is a lack of understanding of how important strategic planning and
strategic management are for the country’s sustainable development. Often, after strategic documents are
drafted (mostly at the Commission’s insistence) they are stored in offices and forgotten, not used in short-
and medium-term decision-making. This creates an environment of chaos, panic and a lack of continuity,
opening the door to politicisation of important expert decisions. With the national SME strategy closely linked
to the 10 SBA principles reviewed annually at EU level, this bad practice is highly unlikely.

This approach paves the way to:

- more effective incorporation of SBA areas into national priorities;
- more effective monitoring of SBA implementation;

- better programming of EU Funds implementation;

- breaking the common governance culture typical for some new EU members of drafting strategic
documents which are never consulted;

- obtaining direct support for strategy implementation from the Commission through its annual SBA reviews.

Link to the strategy: http://www.mi.government.bg/bg/themes/nacionalna-strategiya-za-nasarchavane-na-
msp-v-balgariya-2014-2020-small-business-act-11-285.html

The Small Business Act (SBA) Fact Sheets are produced by DG Enterprise and Industry as part of the SME
Performance Review (SPR), which is its main vehicle for economic analysis of SME issues. They combine
the latest available statistical and policy information for the 28 EU Member States and nine non-EU countries
which also contribute to the EU’'s Competitiveness and Innovation Framework Programme (CIP). Produced
annually, the Fact Sheets help to organise the available information to facilitate SME policy assessments and
monitor SBA implementation. They take stock and record progress. They are not an assessment of Member
States’ policies but should be regarded as an additional source of information designed to improve evidence-
based policy-making. For example, the Fact Sheets cite only those policy measures deemed relevant by
local SME policy experts. They do not, and cannot, reflect all measures taken by the government over the
reference period. More policy information can be found on a database accessible from the SPR website.
Please also see the end notes overleaf.
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SME Performance Review:

http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index _en.htm

Small Business Act:

http://ec.europa.eu/enterprise/policies/sme/small-business-act/index _en.htm

The European Small Business Portal:

http://ec.europa.eu/small-business/index _en.htm

Entr-SPR@ec.europa.eu

! The 2013 SBA Fact Sheets benefited substantially from input from the European Commission’s Joint
Research Centre (JRC) in Ispra, Italy. The JRC made major improvements to the methodological approach,
statistical work on the dataset and the visual presentation of the data.

? Review economic situation Bulgaria Q42013 Charts, Bulgarian Development Bank, document is still not
published, link will be provided afterwards, document enclosed

® State and factors promoting Bulgarian SMEs development, Analysis, 2011, National Agency for SMEs
Promotion: http://www.sme.government.bg/wp-content/uploads/2011/06/SME_ Situation-
REP noema finall.pdf; accessed: 24.03.2014.

* Bulgarian Economy Analysis, 2012, Ministry of Finances
http://www.google.be/url?sa=t&rct=j&q=&esrc=s&frm=1&source=web&cd=2&ved=0CDAQFjAB&url=http%3A
%2F%2Fwww.minfin.bg%2Fdocument%2F12767 %3A2&ei=8E4wU-
aOO0srT7AbpkoH4Bg&usg=AFQ|CNGJCFP-wXSMy-DL2ahtOUg40G6Ryw&bvm=bv.62922401,d.bGE;
accessed: 25.03.2014.

° State of Bulgarian Economy, Bulgarian Chamber of Commerce and Industry, Analysis, April 2013.
http://www.bcci.bg/resources/files/Macroindicators042013bg.pdf; accessed: 25.03.2014.

® Where Bulgarian Business will be in 20147 Publication based on vision expressed by Bulgarian Association
of Industrial Capital; Investor.bg; http://www.investor.bg/ikonomika-i-politika/332/a/2014-godina-prez-
pogleda-na-biznesa,164212/?page=4; accessed: 25.03.2014.

7 The three graphs below present the trend over time for the variables. They consist of index values for
2008 to 2015, with the base year 2008 set at a value of 100. As from 2012, the graphs show estimates of
the development over time, produced by DIW Econ on the basis of 2008-11 figures from the Structural
Business Statistics Database (Eurostat). The data cover the ‘business economy’, which includes industry,
construction, trade and services (NACE Rev. 2 sections B to J, L, M and N). They do not cover enterprises
in the financial sector, agriculture, forestry and fisheries or largely non-market service sectors such as
education and health. A detailed methodology can be consulted at:
http://ec.europa.eu/enterprise/policies/sme/facts-figures-analysis/performance-review/index_en.htm.

® The guadrant chart combines two sets of information: first, it shows the status quo performance based on
data for the latest available years. This information is plotted along the x-axis measured in standard
deviations of the simple, non-weighted arithmetical average for EU-28. The vertical corridor marked by the
dotted lines defines the EU average. Secondly, it reveals progress over time, i.e. the average annual growth
rates for 2008-13. The growth rates are measured against the individual indicators which make up the SBA
area averages. Hence, the location of a particular SBA area average in any of the four quadrants provides
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information not only about where the country is located in this SBA area relative to the rest of the EU at a
given point in time, but also about the extent of progress made in 2008-13.
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